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WE PROMISE TO EXPLAIN THE WONDERS OF OUR SYSTEM-ON-CHIP RESEARCH. 
AND HOW SCOTLAND IS SHAPING THE FUTURE OF ELECTRONIC DESIGN. 


BUT FIRST WE NEED TO BET PAST THE KILT THING. 





The roots of the 
kilt design can 

be traced all the 
way back to the 
Roman toga 


Larger kilts can 
also be used as a 
cloak, camouflage, 
travel bag or 
sleeping bag 


Kilts were never 
popular outside of 
their originating 
Highlands, where 
horses were 
expensive and rare. 
This is because 
they are impractical 
for riding. 
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The reality is you'll find more Scots donning lab coats than kilts these days. 

In electronic design, our innovative Alba Centre is leading the world's R&D in System Level Integration technology, as well as 
promoting enormously successful collaborations between top universities and private sector partners. And of course, there's Dolly, 
our now famous sheep who became the first mammal cloned from an adult cell—a direct result of Scotland's thriving and inventive 
biotech industry. 

Today, the question progressive companies are asking us has little to do with matters such as why we wear kilts—and has 
everything to do with how to gain access to the kind of vast knowledge base Scotland offers. 

Scottish Development International is a government-funded organisation that has a network of offices around the world that can 
help your business tap into Scotland's key strengths in knowledge, high-level skills, technology and innovation. 

Global companies are always looking for ways to gain a competitive 
advantage. Scottish Development International will help you find that 
expertise in Scotland. Find out more about bringing your business to 
Scotland. Or Scotland to your business. 

Visit www.scottishdevelopmentinternational.org for more information, 

or call our Glasgow Headquarters at 011 44 141 228 2828. 
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phones. Phone firms are 
trying to produce genuinely 
personal computers. As two 
industries collide, a new 
kind of device may emerge: 
leader, page 11. Nokia v 
Microsoft, pages 63-66 
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on 60 countries 

www.e : / countries 
E-mail: newsletters and Mobile 
Edition 
www.economist.com/email 
Research: search articles since 
1997, background briefings and 


more 
www.economist.com/research 


Print edition: available online 
by 7pm London time each 


Thursday 
www.economist.com/print 
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Economist 


Volume 365 Number 8300 


First pubtished in September 1843 

to toke part in "a severe contest between 
intelligence, which presses forward, and 
an unworthy, Omid ignorance obstructing 
our progress. " 


Editorial offices in London and also: 
Bangkok, Beijing, Berlin, Brussels, Cairo, 
Delhi, Edinburgh, Frankfurt, Hong Kong, 
Johannesburg, Los Angeles, Mexico, Moscow, 
New York, Paris, San Francisco, Sao Paulo, 
Tokyo, Washington. 
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g The world this week 


Politics 





Hans Blix, the UN's chief 
weapons inspector, and Mo- 
hamed El Baradei, chief of the 
International Atomic Energy 
Agency, led the weapons in- 
spectors back to Iraq. An Iraqi 
spokesman said that a full re- 
port on its nuclear, chemical, 
biological and missile hold- 
ings would be submitted 
within 30 days. George Bush 
warned Saddam Hussein that 
if he claimed again to have no 
weapons of mass destruction 
he “will have entered his final 
stage with a lie.” American air- 
craft bombed an air-defence 
centre in the country’s north- 
ern no-fly zone. 


The American Senate en- 
dorsed the creation of a De- 
partment for Homeland 
Security, heralding the big- 
gest reshape of federal govern- 
ment for 50 years. The 
department will have a bud- 
get of $37 billion, and combine 
22 security agencies, though 
not the CIA or the FBI. 


At least eleven Israelis, some 
of them schoolchildren, were 
killed in a Palestinian suicide 
bombing in Jerusalem. A few 
days earlier, Palestinian gun- 
men belonging to Islamic Ji- 
had ambushed Israeli soldiers 
and guards who had been es- 
corting settlers to prayers in 
Hebron, killing 12 of them. Ar- 
iel Sharon spoke of imple- 
menting his plans for a 
“contiguity corridor” between 
the settlers and Hebron's holy 
sites. Five Palestinians were 
killed in a raid on Tulkarm. 


Hu Jintao became the leader 
of the Chinese Communist 
Party, and thus the head of 
government. But Jiang Zemin, 
the outgoing leader, got many 


of his allies promoted to the 
all-powerful Politburo Stand- 
ing Committee. He also re- 
tained the chairmanship of 
the Central Military Commis- 
sion, essentially the head of 
the armed forces. 


In Kuwait, two American sol- 
diers were shot and wounded 
by a Kuwaiti policeman. 


South Korean warships fired 
warning shots at a North Ko- 
rean patrol boat in disputed 
sea areas. The incident was 
seen as reflecting tensions be- 
tween the two countries since 
the disclosure that the North 
has secretly been operating a 
nuclear-weapons programme. 


Indonesian police said they 
had arrested Imam Samudra, 
the man suspected of plan- 
ning a bomb attack that killed 
180 people in Bali last month. 


Pakistan swore in a new, civil- 


ian, prime minister: Zafarullah 
Khan Jamali. However, most 
power is expected to remain 
in the hands of the military 
president, General Pervez 
Musharraf. 


Singapore is considering drop- 
ping its ban on chewing gum, 
the most famous of its moves 
to kept its streets clean. The 
gum may be put on sale in 
pharmacies to help people 
give up smoking. 


Disaster at sea 





A tanker broke up off the west 
coast of Spain, causing what 
many predicted would be the 
most damaging oil spill since 
the Exxon Valdez broke up off 
the coast of Alaska in 1989. Ev- 
eryone blamed everyone else. 


At a meeting in Prague, the 
Czech capital, NATO govern- 
ments invited seven coun- 


tries- Bulgaria, Estonia, Latvia, 
Lithuania, Romania, Slovakia 


and Slovenia-to join their alli- 


ance. 


The foreign ministers of the 
European Union's 15 mem- 
ber states said that ten coun- 
tries, mostly from Central 
Europe, should join the club in 
May 2004. 


Giulio Andreotti, seven times 
prime minister of Italy, was 
sentenced by an appeals court 
to 24 years in prison for com- 
plicity in the murder of a jour- 
nalist in 1979. But he was 
unlikely to go behind bars. 


France's mainstream parties 
of the right teamed up as a 
broad new party named the 
Union for a Popular Move- 
ment (UMP), presided over by 
Alain Juppé, a former prime 
minister. 


Abdullah Gul became prime 
minister of Turkey's new, Is- 
lamist-tinted government, but 
the leader of his party, Recep 
Tayyip Erdogan, who had pre- 
viously been banned from 
parliament for allegedly seek- 
ing to stir up religious hatred, 
will pull the strings. 


Sweden's prime minister, Go- 
ran Persson, said he would 
hold a referendum on 
whether his country should 
join the euro—a course he fa- 
vours. The vote may be next 
year. 


Keep talking 

Amram Mitzna, the mayor of 
Haifa and a political outsider, 
was elected the new leader of 
Israel's Labour Party. Calling 
for renewed talks with the Pal- 
estinians, the former general 
has promised to try to reinvig- 
orate the party rather than re- 
join a rightist coalition led by 
the Likud Party. 


Ayatollah Ali Khamenei, 
Iran's supreme leader, or- 
dered a review of the death 
sentence passed on Hashem 
Aghajari, a liberal academic 
accused of blasphemy. In re- 
sponse to the students, who 
had demonstrated against this 
sentence, hardline militiamen, 
known as Basijis, held their 





own protest, raising the dan- 
ger of street confrontations. 


In Mozambique, the trial be- 
gan of the alleged assassins of 
Carlos Cardoso, an investiga- 
tive journalist who probed a 
bank scandal. The president 
of Mozambique's son, Nyim- 
pine Chissano, was alleged to 
have been involved. 


Somalia's peace talks got 
bogged down. Rival warlords 
from 22 factions took three 
days to agree on the first three 
words of a ceasefire pact: "We, 
the undersigned". 


The president of Equatorial 
Guinea, the world's fastest- 
growing economy last year 
thanks to an oil boom, said he 
had no intention of revealing 
how the money was spent. 


Police force 





Venezuela's populist presi- 
dent, Hugo Chavez, seized 
control of the Caracas police 
force, but was resisted by 
many officers and by thou- 
sands of protesters. The move 
was thought to be intended to 
disrupt the peace talks, bro- 
kered by the Organisation of 
American States, between the 
government and opposition. 


Larry Campbell, a former 
Mountie representing the cen- 
tre-left Coalition of Progres- 
sive Electors, was elected with 
59% of the vote as the new 
mayor of Vancouver, ending a 
16-year spell of conservative 
government. 


Asia's richest woman, Nina 
Wang, stood to lose much of 
her estimated $2.4 billion for- 
tune, after a judge ruled that 
her late husband's will was 
forged. Ms Wang's lawyers 
promised to appeal. 









Gerhard Schróder's govern- 
ment announced a new tax 
on sales of equities, property 
and investment-fund holdings 

án Germany. The tax proceeds 
will be used to offset Ger- 

-many's deficit, which (like Por- 
tugal's and France's) is 
expected to bust the EU's sta- 
bility and growth pact's ceil- 
ing of 3% of GDP. 


_ Moody's, a rating agency, 
-shifted its outlook on Allianz, 
5. Germany's biggest insurer, to 
- negative after its announce- 
ment of a "catastrophic" loss 
in the third quarter. Allianz's 
: thief executive, e, Henning 





Kars adtQuelle, a German 
partment store, mail-order 

and tourism group, said its 

profits would fall sharply this 

7 blamed weak con- 

er confidence and the cost 

'Structuring. 












wiss Life reached safety, at 
least temporarily, as a group 
of banks agreed to underwrite 
-aplan to raise ED to SFri bil- 


sue, ane SFr200m ir ina 

- mandatory convertible bond. 
‘Hans-Rudolf Strickler, the last 

of the old management team 
who invested in a secret in- 

: + vestment vehicle, quit. 


Got the blues 

The world’s biggest indepen- 
dent record company, EMI 
said that sales of recorded mu- 
sic would fall below target for 
the year. Post-tax profits in the 
six months to September 
2002, however, reached £138m 
($208m), after a loss of £54m 
in the same period of 2001. 


A group of investors led by 
Marvin Davis, a media mogul- 
turned-oilman, has offered 
France's troubled Vivendi 
Universal some $15 billion for 
its entertainment assets. Vi- 
vendi rejected the offer, on the: 
. ground that it was "not inline 

| wi the group's strategy”. — 





However, the heavily in- 
debted company needs cash 


in its battle with Britain's Vo- 
dafone for control of Cegetel, 
a French telecoms firm. 


A Dutch supermarket group, 
Royal Ahold, issued a second 
profits warning. Cees van der 
Hoeven, its chief executive, 
said he would stay for another 
five years at least, rebuffing 
calls for his resignation. 


Diageo is thought to have re- 
jected a revised offer for Bur- 
ger King from a private-equity 
group led by Texas Pacific 
Group. Diageo had accepted a 
bid of $2.26 billion for the 
chain, but the deal fell through 
amid a fast-food price war and 
market volatility. 


Liberty Media withdrew 
from an agreement to buy a 
Dutch cable-rv company, Ca- 
sema, from France Telecom for 
€750m ($759m), after the two 
failed to agree on terms. 
France Telecom is now talking 
to other possible buyers. 


Pre-school tie 

New York state's attorney-gen- 
eral is investigating a donation 
from Citigroup to 92nd Street 
Y, a pre-school for infants, to 
see if it could have been made 
to win places for the twin chil- 
dren of Jack Grubman, Citi's 





telecoms analyst. E-mails Rain 


Mr Grubman suggested that 
Sandy Weill, chief executive 
of Citigroup, may have or- 
dered the donation in return 
for Mr Grubman upgrading 
the shares of AT&T Corp. 


Bond investors in WorldCom, 
a bankrupt American tele- 
coms company, said they 
want Rudolph Giuliani, for- 
mer mayor of New York, to 
become chairman. Mr Giu- 
liani would work with Mi- 
chael Capellas, whom 
WorldCom has named as 
chairman and chief executive. 


Banking détente 

Citibank has opened a retail 
branch in Moscow, becoming 
the first American institution 
to launch a retail-banking op- 
eration in Russia. 


American Airlines and Brit- 
ish Airways applied to the 
Department of Transportation 
in Washington for approval 
for a code-sharing agreement, 
excluding transatlantic ser- 
vices from London. The two 
airlines would sell tickets on 
each other’s flights. 


The chief executive of Glaxo- 
SmithKline, Jean-Pierre Gar- 
nier, may not get the 200,000 
performance-related shares 
and 900,000 share options he 





: m shoo for. shareholders 


-economies will remain m 
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plan to oppose the package. | ae 


America’s biggest home-im- - 
provements group, Home De- 
pot, said it would miss its 
sales targets this fiscal year. 
after poor third-quarter num- 
bers. As well as the sluggish _ 
economy, the company said _ 
its store-renovation efforts had 
put off customers. 








































In its latest Economic Ou 
look, the orcp forecasts 
growth in the rich indust 


into early 2003, but pi 
the second half of th 
both 2003 and 2004, it í 
the American economy 
continue to outpace the 
omies of Japan and th 
area. Japan is tipped 
two more years of GD 
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How outsourcing is helping 
Thames Water tap new markets. 


Regulated companies like Thames Water rely 
on new growth ideas to enhance profitability. 
In a far-reaching outsourcing agreement 
with Accenture, including procurement and 
logistics, Thames Water is freeing up capital 
for expansion into new markets. Further proof 
that strategic outsourcing from Accenture 
can not only reduce capital outflow, but help 


* Consulting Ħ Technology * Outsourcing ¢ Alliances 


create new revenue streams as well. For more 
examples of the ways Accenture can appl 
outsourcing to help realise your strategic goals 
visit accenture.com/outsourcing 
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é6 A COMPUTER on every 
desk and in every home." 
This was Microsoft's mission 
5 statementfor many years, and it 
$ once sounded visionary and 
w daring. But today it seems lack- 
| ing in ambition. What about a 
computer in every pocket? Sure 
enough, Microsoft has recently amended its statement: its goal 
is now to *empower people through great software, anytime, 
any place on any device". Being chained to your desktop is 
out: mobility is in. The titan of the computer industry has set 
its sights on an entirely new market. 
Ttis not alone. This week Dell, the world's largest PC maker, 
_ launched its first handheld computers, which run Microsoft's 
oftware. HP and Palm, which also make handheld 
iters, have just unveiled new models, with far more em- 
phasis on wireless networking and telephony. Andin an even 
more portentous move, the sPv, the first device to run Micro- 
s special version of Windows for mobile phones, has just 
launched in Europe by Orange, a mobile operator. 
is the computer industry tries to cram PCs into pocket- 
devices, the mobile-phone industry has arrived at the 
e point-but from the opposite direction. The latest 
iones announced by Nokia, the world’s largest handset 
aker, include one model with a folding keyboard aimed at 
siness users, as well as a colourful phone that plays com- 
igital cameras, already a popular feature of mo- 
an, are starting to appear elsewhere. Colour 
g fast. The latest phones have as much 
verasa desktop computer did ten years ago. 
short, the once-separate worlds of computing and mo- 
5 phony are now colliding, and the giants of each indus- 
y try—Microsoft and Nokia, respectively—are squaring up for a 
-fight for pre-eminence (see pages 63-66). Both camps are bet- 
ting that some kind of pocket communicator, or “smart- 
- phone", will be the next big thing after the Pc, which has 
dominated the technology industry ever since it overthrew 
the mainframe 20 years ago. Admittedly, the two camps have 
different ideas about how such devices should be built. The 
computer industry believes in squeezing a general-purpose 
computer into a small casing; the mobile-phone industry 
takes a more gentle, gradualist approach of adding new fea- 
tures as consumers get used to existing ones. But are the two 
sides right about the future of computing in the first place? 
The answer is probably yes, even though it is too early to be 
absolutely sure. As they search for new growth, both indus- 
tries are certainly acting on that assumption. In the case of 
computers, sales of Pcs have levelled off and corporate spend- 
ing has stalled, so bets are being placed on mobile personal de- 
vices. For mobile phones, revenues from voice calls are now 
flat, so new data services such as photo-messaging, gaming 
and location-based information are looked to as the most pro- 
| mising sour ce of growth. 
Pie sg ritably, there have been mis-steps already; the most ob- 
". vi ious s has beent the fiasco of European operators’ attempts to 
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launch "third-generation" (3G) mobile networks. The oper- 
ators’ willingness to pay vast amounts of money for licences 
to operate 3G networks shows how fervently they believed 
that the convergence of computers and phones was the next 
big thing. Even so, they paid too much: over €100 billion ($100 
billion) in all. Many operators have since decided to bow ou 
of the 3G race, and the particular 3G technology that is bein 
adopted in Europe happens not to work properly yet. Simi- 
larly, handheld computers, also known as personal digital a 
sistants (PDAS), appear to have limited appeal; annual sale 
are flat at around 10m units. 
Yet the trend remains clear. Mainframes ruled the com 
puter industry until the rise of the PC; another 20 Years on, th 








































PCS are penile not going serum d :cessi 
tion of computing devices is smaller, more personal 
numerous than its predecessor. Mainframes fille 
rooms, and belonged to single companies. PCs sit or 
and are used by individuals or households. Phones ar 
personal pocket-sized devices that are carried every 
More than a billion people around the world now have 
The switch to mobile devices is thus a logical long- 
step. Moreover, the earliest incarnations of a technolog} 
all its snafus, are not always an accurate guide to. it 
quent development. The short-term impact of anew 
ogy is usually overstated; the long-term benefit is oft 
estimated. Consider the earliest PCs, 20 years ago. ’ The 
hardly consumer products, yet they evolved into som 
with far broader appeal. | 
Today's smartphones and handheld computer 
similar stage of development. Their makers do not cl. 
have all the answers, and are hedging their bets. The chance: 
are that a variety of devices will emerge, each appealing to a 
different type of user. Microsoftis pursuingboth smartphon 
and slate-like handheld computers. Nokia has split its hands 
division into nine *mini-Nokias", each concentrating on a : 
ferent market segment, while sharing research, developmen 
and manufacturing facilities. And entirely new devices are ap 
pearing from companies such as Danger, a Silicon Valley fi 
with a pocket communicator that is neither a jazzed-up ph : 
nor a scaled-down Pc, but a genuine hybrid of the two. 








Looking for the next Microsoft 
If thisisthe nextstage inthe evolution of computing, one obi 
ous question arises: which firm will dominate it, as IBM 
dominated the mainframe age, and Microsoft the pc era? The 
answer is that there is unlikely to be a single winner this time 
around. 1BM ruled in mainframes because it owned the domi- 
nant hardware and software standards. In the pc era, hard- 
ware became an open standard (in the form of the IBM-Com- 
patible PC), inn Microsoft held bie ry virtue of its 





: sign and branding, logistics, and their ability to innovate 

around such open standards. 

< Atthemoment, these considerations seem to favour Nokia 
. more than any other company. But Nokia faces a direct chal- 
- lenge as Microsoft leads the computer industry on to its turf; 
its continued dominance of the mobile-phone industry is by 
~ no means assured, since it is not based on the ownership of 
proprietary standards. Microsoft, for its part, will try to exploit 


antitrust cases, apinit Bien IBM rand then Microsoft | 

Instead, the collision of the computing and mobile-phone 
industries seems likely to lead to a surge of innovation, as the 
two camps fight it out to create a truly personal computing and 
communications device, with far wider appeal than the mis- 
leadingly named personal computer. And as these titans slug 
it out, it will be consumers who emerge as the winners. m 





: North Korea 


/ A window for diplomacy 



































‘North Korea cannot count on it staying open 


F YOU worry that you are sur- 
| A rounded by hostile powers, 
_ why turn yourself into your 
| own worst enemy? North Korea 
! says it feels “entitled” to have 
; nuclear weapons for its own de- 
| fence. But its admission last 
* month, faced with damning 
‘ican evidence, that it had been enriching uranium for a 
cond illicit bomb-making programme (it first tried secretly 
xtracting plutonium from reactor fuel) has given offence all 
round. By having a second go at building nuclear bombs, 
` North Korea has again broken its vows under the Nuclear Non- 
Proliferation Treaty. And it has undercut a 1994 agreement that 
| lad promised its sickly economy 500,000 tonnes of oil a year, 
and eventually two less proliferation-prone nuclear reactors, 
-in return for freezing, and later dismantling, its bomb-making 
- capacity. America, Japan and South Korea have now sus- 
: pended the oil shipments. So whatis North Korea playing at? 
.. It says it wants a non-aggression treaty with the United 
"States. If so, building banned weapons and shredding previ- 
ous agreements is no way to go about it. America and its allies 
have made clear that any solution to the gathering crisis will 
. require proper checks that North Korea is abandoning its 
. weapons tinkering. Its claim to want a diplomatic end to the 
_ nuclear impasse rings hollow alongside its threats to resume 
|. testing missiles that can strike its neighbours and that might 
^v evenreach America. 

-o Can't North Korea simply be deterred? Up to a point. Were 
it ever to use nuclear weapons, it could expect obliteration by 
.. return. But the damage goes wider. Even China, North Korea's 
|. one remaining sort-of-friend, wants it to give up its nuclear 
_. dabbling; if this unpredictable regime were left to brandish a 
_ bomb, a neighbourhood chain reaction could rapidly set in, 
.. turning Japan, South Korea and even Taiwan nuclear too. Oth- 
-ers worry that North Korea could sell its developing nuclear 
-~ technology, like it sells its increasingly far-flying missiles, to 
anyone with the cash to buy. 

-= Can North Korea be persuaded to give up its nuclear weap- 
ons this time? Its decrepit economy is much more dependent 
on outside help than it used to be. Donations of food, chiefly 
5 fom. hated America and South Korea, have been keeping 
about. one-third of its half-starved people alive. In recent 





| steps towards e economic try everything else first. Expect spine-prickli 


reform. But the large-scale investments it needs from the big 
international lending banks have been blocked because of its 
past outlaw behaviour. If North Korea is to be levered out of 
the nuclear business, it will have to be persuaded that no econ- 
omic assistance, or oil, will flow until the weapons go. 

North Korea may be calculating differently: that the worse 
its misbehaviour, the bigger the bribe-and the better the 
chance of keeping its weapons into the bargain. In 1994, when 
America considered facing down North Korea over its pluto- 
nium-making, it got no help from neighbouring South Korea, 
Japan or China. The reactor deal was then the only way, short 
of war, of stopping more plutonium being reprocessed for 
more bombs. America's weakened negotiating hand meant 
that North Korea could evade proper checks that it was keep- 
ing its non-nuclear promises—and carry on cheating. This time 
North Korea has a lot more to lose. But that will sink in only if 
America, South Korea and Japan stand together this time—and 
China, Russia and others all stay similarly on-message. 


Time will run out 

For now, the window for diplomacy is being propped open: 
future oil deliveries have been suspended, but one en route to 
North Korea was allowed to proceed; no decision has yet been 
made on other elements of the 1994 deal. Humanitarian food 
aid continues. And South Korea's president, Kim Dae-jung, is 
trying to salvage what he can of his failing "sunshine" policy, 
calling on North Korea's Kim Jong Il to settle the nuclear issue 
quickly. But the northern Mr Kim is proving his worst enemy 
too. Next month South Koreans may well elect a new presi- 
dent with a tougher approach. Japan also has its dander up: a 
missile test over its territory four years ago brought home the 
threat it faces. This time North Korea cannot count on the win- 
dow for diplomacy staying open no matter what. 

Andif North Korea toughs it out? Resuming missile tests, Or 
snatching back the plutonium "frozen" under the 1994 deal 
and still stored in North Korea, would have been a bad mis- 
calculation before September 11th; given America's new con- 


cern about weapons of mass destruction, it would be utter 


folly now. If Mr Kim wants his non-aggression treaty, he will . 
first have to co-operate in dismantling the thr at his. illicit s. 
weapons pose to others. An invitation to the Inter 3 
Atomic Energy Agency to resume its long-suspended 
inspections would be a step in the right direct 















The loss of Prestige 
Once more, a breach 


The damage may have been exaggerated, but more could be done to reduce oil spills 


OW could it happen again? 

That is the question being 
asked after yet another oil spill. 
More than a decade after the Ex- 
xon Valdez, and three years after 
the Erika spilled oil off Brittany, 
the  Prestige-a — single-hulled 
tanker, of Bahamian registry, 
laden with an especially heavy grade of petroleum- split 
apart in rough seas, and sank off north-west Spain. 

Environmentalists, noting that there was more fuel on 
board the Prestige than on the Exxon Valdez, immediately cried 
out that this was a "timebomb" that could lead to the biggest- 
ever oil-related environmental disaster. Others railed against 
governments for failing to act earlier. A darker shadow still fell 
over greedy shipping companies. If only the right lessons had 
been learnt from previous accidents, goes the argument, this 
week's eco-tragedy might never have happened. 

That is an understandable hope—but largely wrong. For a 
start, there is little evidence to support the hysteria about eco- 
logical disaster. Any coastline is better off without tonnes of 
oil floating ashore. But for all the heart-rending pictures of oily 
birds, nature is both tough and resilient. Oil spills can harm 
flora and fauna in the short term, but seldom lead to irrevers- 
ible long-term damage to ecosystems (see page 75). Some- 
times, indeed, the clean-up does as much damage as the oil. 

A second fallacy is that governments have been lackadaisi- 
cal. The outcry and lawsuits over Exxon Valdez led America to 
plan a phase-out of single-hulled tankers, which are more 
likely to leak than double-hulled ones. The Erika spill led to 
two sets of European reforms. The first stepped up controls in 
ports, tightened up procedures for ship inspections, and accel- 





Strikes 


Tony Blair's Waterloo 


erated the timetable for eliminating single-hulled tankers. The 
second tackled longer-term issues such as a compensation 
fund for victims of oil spills and the creation of a European 
maritime-safety agency. Since these laws will come into force 
over the next two years, it would be a mistake for European 
governments now to rush to legislate further. 

Such a reaction would be particularly misguided given that 
the shipping industry is also raising its standards. The taint of 
scandal is one powerful reason: after Erika, France's Total- 
FinaElf shifted away from single-hulled tankers, and most 
other big oil companies are doing the same. In recent years, 
publicly traded firms have led a consolidation of an industry 
once dominated by rogue operators. These new firms are more 
inclined to retire the inefficient and risky old clunkers, to up- 
grade their fleets and to maintain their ships properly. 

There are a few useful things that should still be done, how- 
ever. Governments must develop clearer guidelines on when 
and how to offer ailing ships a port of refuge; dithering and 
bickering between Spain and Portugal left the Prestigein rough 
seas far longer than necessary. Second, the industry should 
stop transporting the heaviest grades of petroleum in older, 
single-hulled vessels. And third, Europe should further 
strengthen its procedures for inspecting ships—as the United 
States has done with its more aggressive ship inspection. 

In the end, though, nothing can stop oil spills altogether. 
There is no such thing as an accident-proof tanker. As long as 
the world relies on oil from distant shores, some of it will be 
spilt in transit. To keep that risk in perspective, consider an- 
other accident this month, off another part of Spain. An Amer- 
ican nuclear submarine rammed into a ship designed to carry 
liquefied natural gas. Not as photogenic as the poor seabirds, 
perhaps, but a closer brush with genuine disaster. m 


A bad settlement with Britain's striking firemen would finish New Labour's big idea 


HIS is not what Tony Blair 
wants to hear: the dispute 
with the Fire Brigades Union 
has become a defining moment 
for his government. Nobody, 
not even the firemen, expects 
the union to get anything close 
to the 40% it has demanded. But 
even the kind of settlement now being advocated in some 
quarters as a reasonable compromise—something in the mid- 
teens accompanied by promises to discuss changing anti- 
quated and anti-social working practices—would be a disaster 
for the government. 
Any such deal would spell the end, almost before it has be- 
gun, of the government's attempt to show that by a combina- 





tion of generous funding and modernisation it can provide ef- 
ficient and highly valued public services. If the firemen are, as 
John Prescott, the deputy prime minister, has foolishly sug- 
gested, “an exceptional case" who should receive “a special of- 
fer", how much more deserving are other groups of public sec- 
tor workers? There are 40 applicants for every fire service job 
advertised, but the health service suffers from an acute short- 
age of doctors and nurses. Teachers, however grumpily, have 
accepted change on a scale that shames the firemen. 

Ever since announcing its intention to pour money into fail- 
ing public services, the government has feared that much of it 
will be siphoned off into higher wages without discernible 
benefit to the wider public. Any settlement that appears to re- 
ward the firemen for their readiness to put at risk lives and 
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> have failed in its central mission, and the idea it holds most 


dear—that, as Mr Blair puts it, good public services are social 
democracy in action—will have been fatally undermined. 

Up to now, the government has appeared to sleepwalk its 
way through this challenge. From the moment, more than a 
month ago, when it became virtually inevitable that the FBU 
would embark upon a campaign of rolling strikes, it ought to 
have made its determination to resist the union's demands 
much clearer. The training of troops on modern fire appliances 
should have begun immediately. At the same time, the gov- 
ernment could have announced that the fire engines needed 
to provide an adequate back-up service would be taken from 
fire stations, even if that meant ordering soldiers or police (re- 
gardless of the sensibilities of certain senior officers) to cross 
picket lines. 

Given the instinctive public regard for firemen, it should 
also have been quicker to draw attention to the union's resis- 
tance to changes that would save not just money but also hun- 
dreds of lives each year. The rBu's refusal to allow its mem- 
bers to train as paramedics or collaborate efficiently with 
other emergency services through shared control rooms, and 
its rejection of sensible shift patterns or regular overtime, are a 
scandal that even now is not widely understood. 

In its desire not to be “inflammatory”, the government has, 


however unintentionally, signalled that it is open to compro- 
mise. Mr Blair mildly repeats that any pay deal for the firemen 
that goes beyond the 4% they have already been offered must 
be self-financing. But he is undermined by Mr Prescott's hints 
that he would like to give them more money. Doubtless, Mr 
Blair means what he says. But the mixed messages have left a 
dangerous impression of drift and irresolution. 


Leave them on their hook 

As The Economist went to press, the FBU seemed determined 
to go ahead with an eight-day strike, despite an over-generous 
16% pay offer from employers. Should it do so, the government 
needs to respond by taking a much harder line than hitherto. 
The queues of people wanting to join the fire service suggest 
two things: that firemen are not currently underpaid; and that 
if theincumbents don't wish to provide a decent service, there 
are many people who would be happy to. 

It is understandable that Labour governments feel queasy 
about breaking strikes. The traditional relationship with the 
unions-not least the funding they provide for the party— 
makes confrontation both difficult and painful. But a settle- 
ment of the kind that allows the rBu to wriggle off the hook it 
has created for itself will be much worse for the government 
than any of the alternatives. m 





Bears and bulls 
You beasts 


Itistime to stand up for bears 








IR, We are deeply offended 
- ^. «J by your newspaper's persis- 
x `~ tent use of the term “bear mar- 
ket" to describe falling share 
prices. The Economist's claim, 
for example, that this is the 
3 worst bear market of all times 
ae (measured by the loss of equity 
wealth as a share of GDP) is embarrassing to us. Your cheap 
headlines, such as “the bears show their teeth” or “grin and 
bear it” are insulting. Being associated with a weak stockmark- 
etis seriously damaging the reputation of all bears. Please stop 
being so beastly. 

After all, we bears have invested years building up a more 
popular, huggable image and ditching the grizzly one. Indeed, 
we would argue that the true “bear market” is exactly 100 
years old. In November 1902 President Teddy Roosevelt, while 
out on a hunting trip, refused to shoot a poor defenceless bear. 
After this became the subject of a cartoon in the Washington 
Post, the “teddy bear” was born—one of the most successful re- 
launches of any brand in history. These things are always eas- 
ier with presidential help. 

Why, then, do so many of you scribblers think that inves- 
tors who expect share prices to fall should be known as bears? 
It probably dates back to the American fur-trading industry, 
when a despicable group called bearskin jobbers used to sell 
bearskins in advance before actually shooting us. The label 
“bears” was later extended to speculators who sold shares 
they did not yet own, on the expectation that prices would fall 
so they could buy back the shares more cheaply. In those days 


bear- and bull-baiting were popular sports, so bulls soon came 
to mean the opposite of bears. 

But this terminology is outdated in the modern world. 
Worse still, it has encouraged the belief that “bulls” are virile, 
astute investors, whereas a bear market is so named because, 
when bears wake up after their winter hibernation, they are 
grouchy and bad-tempered. That is a load of bull. 


Grin and snake it 

Doubtless you will demand that we propose some alterna- 
tives. Well, the surge in share prices in the late 1990s, especially 
the dotcom mania, should more appropriately be known as a 
“sheep market”: investors unquestioningly followed one an- 
other. Investors nursing large losses are certainly feeling rather 
sheepish now. Many of the dotcom shares they bought turned 
out to be turkeys, and the analysts who tipped them were 
more like lemmings. If investors who thought share prices 
would always climb are sheep, which animal best describes 
those who bet on falling prices? The snake, of course. Not only 
can snakes sometimes be deadly, but in snakes and ladders, 
when you land ona snake you always slide down. 

The current snake market could last some time. According 
to the well informed Canadian-based Bear Credit Analyst the 
world economy faces a sticky future. The blame lies with cen- 
tral bankers, who in the late 1990s put too much faith in the so- 
called goldilocks economy: not too hot, not too cold. The bears 
chased the silly girl away, but not before the damage had been 
done: the global honey supply, H3, is now shrinking at an 
alarming pace. No wonder the bears are feeling grouchy. 

Yours ever, Pooh, Paddington, Yogi and Smokey. m 


Your choice is being served 


Our team of professional chefs offers 
you a wide choice of dishes with fresh ingredients, 
along with a variety of special meals selected for you. 


A New World of Choices 
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16 Letters 


Fair trade 


SIR - In your piece on Naomi 
Klein (^Face value", November 
9th) you claim that multinat- 
ional corporations have no 
power over governments and 
citizens worthy of concern, 
since governments can regu- 
late business as they choose. 
You ignore the immense influ- 
ence wielded by big business 
over the policies of govern- 
ments the world over. 

You also assert that "Ms 
Klein deplores freedom to 
trade as one of the vilest 
manifestations of the neolib- 
eral tyranny." Nonsense. Nei- 
ther Ms Klein nor her 
supporters have ever denied 
that people should be reason- 
ably free to trade with each 
other, as long as that trade 
does not do more harm than 
good. What we object to is giv- 
ing more privileges to cor- 
porate interests. 

Substantial evidence 
shows the greatest increase 
ever in the gap between rich 
and poor in the past three de- 
cades or so. In 1994 the head 
of the Latin American Associ- 
ation for Human Rights wrote: 
"There are 240m people in 
Latin America without the ne- 
cessities of life, and this when 
the region is richer and more 
stable than ever, according to 
the way the world sees it". 
Your article talked of *extraor- 
dinary progress in reducing 
poverty". Be serious. 

AKIL ALLEYNE 
Montreal 


SIR - You say "When compa- 
nies, properly regulated and 
acting within the law, pursue 
profits, they end up increasing 
prosperity." Just how many 
corporations operating in the 
so-called free markets are 
really properly regulated and 
operate within the law? If you 
believe that Microsoft's, En- 
ron's, WorldCom's and others' 
sins are some kind of freakish 
exceptions to the norm you 
are mistaken. This display of 
naivety, together with the arti- 
cle's condescending, sneering 
style suggests that Naomi 
Klein is not the only one with 
some growing up to do. 

GRANT NEELY 

Bad Münstereifel, Germany 


SIR - Your article failed to ad- 
vance the debate at all. There 
are genuine issues here that 
are of global concern. What 
are the benefits of global cap- 
italism? What are the pitfalls? 
How can capitalism be di- 
rected (and by whom) so that 
those benefits can be enjoyed 
by all? Not only did your arti- 
cle ignore the real need for 
open discussion, it implied 
that Naomi Klein is disquali- 
fied from entering this debate 
because she does not have all 
the answers, which is absurd. 
Ms Klein's approach is to call 
for deeper levels of debate 
and greater inclusiveness in 
discussion, a call that is both 
valid and reasonable. 

Ms Klein's writings are 
well researched and focus on 
issues not personalities. Your 
response was reminiscent of 
the kindergarten. 

JOANNA GRAY 
Melbourne, Australia 


Green Canada 


SIR - You say that Canadians, 
as "natural greens", are not yet 
mobilised to support ratifica- 
tion of the Kyoto agreement 
(“Contortions on Kyoto", Nov- 
ember 2nd). However, you do 
not acknowledge one of the 
key factors causing the paraly- 
sis. Canada’s economy is pro- 
foundly influenced by 
American trade policy and the 
relative competitiveness of its 
industries. Canada’s quan- 
dary is that by “doing the right 
thing" it would put itself at a 
severe disadvantage to its 
southern neighbour, which 
has clearly indicated it intends 
to pay little attention to curb- 
ing carbon-dioxide emissions. 
JULIAN TAYLOR 

Vancouver 


SIR - You use environmental 
sophistry to correlate an unex- 
plainable environmental phe- 
nomenon to its purported 
cause: greenhouse-gas emis- 
sions. The drought on Can- 
ada's prairies happens 
regularly, if not predictably—it 
has been documented for over 
200 years. The drought now is 
less severe than that experi- 
enced in the 1930s (when 
greenhouse-gas emissions 


were fewer). Less than a de- 
cade ago, there was talk of an 
impending ice age. 

DENNIS KRENZ 

Calgary 


Mapping settlements 


SIR - Israel's building of settle- 
ments means that an indepen- 
dent Palestinian state is not on 
the agenda as far as Israel is 
concerned (“Swallowing all 
before them", November 2nd). 
This is puzzling. If Israel will 
not accept a two-state sol- 
ution, the implication is that it 
wants a one-state solution. It is 
difficult to understand how 
Israel thinks it is going to rule 
over the 3m Palestinians cur- 
rently in the West Bank and 
Gaza without eventually giv- 
ing them the same civil rights 
as Israelis, unless it wishes to 
be known as the apartheid 
state of the 21st century. 

DINA TURNER 

London 


SIR - Your map of Jerusalem 
is wrong. You show Mount 
Scopus, in north-east Jerusa- 
lem, as a settlement. This area, 
which includes the Hebrew 
University's main campus, 
was, in fact, in Israel from 1948 
to 1967 (and thereafter). It is 
not a settlement. It is also 
wrong to mark the Jewish 
quarter in the Old City as a 
settlement. Jews have lived 
there for hundreds of years 
but were forcibly expelled by 
the Arab legion in 1949. 

The situation of the terri- 
tories should be seen in its 
true historical context rather 
than being reported as if his- 
tory started with the armistice 
agreement of 1949 and that 
that temporary agreement 
created established borders. It 
did not. 

STEPHEN FRANKLIN 
London 


Which option? 


SIR - The efforts of the Inter- 
national Accounting Stan- 
dards Board to harmonise the 
rules on the expensing of 
stock options continues to di- 
vert attention from the real is- 
sue ("The good fight", 





November 9th): Why use op- 
tions at all? Whether ex- 
pensed or not, they are a poor 
means of aligning the interests 
of senior managers and share- 
holders. Granting options 
gives incentives to executives 
to raise the share price when 
the real need is for a consistent 
and long-term increase in the 
intrinsic value of the firm. 

A peak in the share price, if 
only for a few days, is often 
opportunity enough for exec- 
utives to become instant 
multimillionaires. They will 
be tempted to stuff revenues, 
delay provisions and pedal 
stories to analysts to force this 
outcome. Someone with a lot 
of options that are signifi- 
cantly out of the money, who 
does not hold many real 
shares, has nothing to lose by 
making outrageous acqui- 
sitions or by plundering com- 
pany resources in pointless 
buy-back schemes. 

The correct incentive for 
senior executives is the pos- 
session of real shares that they 
are obliged to hold on to for 
several years. Awarding a bo- 
nus for results achieved will 
encourage investments that 
enhance future cash flows 
and, hence, increase the intrin- 
sic value of the company. 
GARY MILES 
PA Consulting Group 
London 


SIR - If stock options are to be 
expensed using option-pricing 
models, a forecast is required 
of how volatile the stock will 
be over the life of the option. 
The value of an option is ex- 
tremely sensitive to this fore- 
cast. High volatility forecasts 
mean high option expenses. 
Thus, managers will be moti- 
vated to use low volatility 
forecasts to keep option ex- 
penses low and reported pro- 
fits high. I look forward to 
evaluating the accuracy of 
these forecasts. 

PAUL DAWSON 

Cass Business School 

London m 





SENIOR ECONOMIC DEVELOPMENT PROGRAM MANAGER 
USAID/South Africa — Personal Services Contractor 











The United States Agency for International Development Mission in South Africa (USAID/South 
Africa) requires an experienced and dynamic professional to manage its Economic Capacity 
Building Program under a personal services contract. The goal of this program is to build the 
Capacity. of governmental and non-governmental partners to analyze, formulate and implement 
Cecomomic policy. The Senior Program Manager has overall responsibility for program 
management, implementation of program activities, including achievement of targeted program 
Tesults, and for supervising program staff. The contractor also serves as USAID/South Africa's key 

2 Résource person and advisor on maeroeconomic issues, ensuring that economic implications and 
impact are integrated throughout the Mission's planning, implementation and evaluation 
processes. 













Career Opportunities in Singapore for 
Macro and Micro Economists 


The Economist Service of the pee id Civil Service aims to attract tap talentto provide sound - 
economic analysis and advice on policies that impacton Singapore's econdmic competitiveness. 


The Economist Service offers a challenging and fulfilling professional career. Economists will 
be exposed to a variety of economic fields through postings in different mittistries and statutory: 
rit pet “y can also igek forward to comprehensive training and development to realise thair 3 

ull potentia i: 

















Required qualifications include: 








* Apraduste degree, preferably a PhD, in economics, public administration, public policy or a 
telaist subject ama 
* "Experience initiating and brokering policy dialogue around sensitive issues and bringing such 
codidoegne with senior officials, policy makers, NGOs and private sector representatives to 
ee 
‘Recent experience conducting a broad range of macroeconomic policy analyses (including 
x trade policy, fiscal and tax, privatizations and labor policy) as applied to economie development 
] * Minimum of ten years of professional experience designing. managing and evaluating 
—oceeonomie development activities, with a minimum of two years working with international 
dónorlenders 
Strong project development and implementation skills 
Minimum two years of sub-Saharan Africa-related experience 
Ability to write clearly, quickly and saceincily and make effective presentations 
Excellent interpersonal skilis and demonstrated ability to collaborate as a team member 
Proficiency 1 in word processing and other computer applications 
USAID systems and procedures is desirable 
ist be US citizens or US resident aliens 














We are looking for bright and motivated individuals with the following qualifications for the 
Economist Service: 4 
For microeconomie experts, we are looking for senior candidates with advanced Degrees E. 
(PhDs preferred} and at least 5 years af working experience in one of these fields: energy, — 
industrial organisation, competition policy, regulatory economics, public finante, cultural — 
economics, health economics, labour economics, transport (air, land and sea] and 
telecommunication ds 
For macroeconomists, we are looking Tor junior candidates with no more than 2-3 years of. 
relevant experience who are interested in doing more microeconomic research. in the future 
AH apc should have at least a Master in Economics from a university of name z 
standing quum 
Good econometrics skills for forecasting, policy modaning and scenario developments 
Excellent communication and the ability to express complex ideas simply and ey 


Singapore citizens, permanent residents, as well as foreigners are all welcame to apply. 


The Economist Service offers an attractive remuneration pg od The ‘annual: 
Economists with 4-6 years’ experience begins at about U 
Economists commences at around US$140,000 and, depending on exp fi 
US$200,000 or more. 


To apply, please e-mail to mti hr&mti.govsg or send your curricitum vita | 
recent photograph, to: The Deputy Manager/Haman Resources, The Min 
Industry, 100 High Street, The Treasury 409-01, Singapore 179434 S. 


Please indicate the position that you are applying for on the top left-hand commer af the 
Candidates may alse submit samples of past work such as articles/research pape 
wish. " 
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of the contract is two years, with possible option for extension of up to five vears, 
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Applications will be treated in the strictest confidence and will not he retur 
Daly shortlisted candidates will be notified, Additional information is available 
at http: dfvewew., mti, gov. ag 








Imagine affecting the lives of the entire country — sio 


the better. Our economic advisers are crucial in informing 
government policy — from international finance to justice, 


education and the environment. Your activities will be not only influential, : 
but also incredibly far-reaching. 











You could make a difference in a number of areas - we currently have positions in the 
Office of the Deputy Prime Minister (£37241-£49,157)*; Department for Education and 
Skills, London (£39,821-£50,562) and Sheffield (£36,190-£46,455), Department for | 
Environment, Food and Rural Affairs (£38,162-£50,623): Health and Safety Executive 
(£38,377-£49, 643), Home Office (£38,318-£54,247). inland Revenue (£40,000-£60,000); 
Department for International Development (£36,411-£48,783); Scottish Executive 
(£35,020-£45,010); Strategic Rail Authority (£43,000-£60,000); Department of Trade 
and industry (£39,000-£55,000); HM Treasury (£35,875-£53,712) and Department for 
Work and Pensions (£35,460-£50 080). 


As well as a 2:1 or an MSc in Economics, you'll need to have a minimum of three- 
years’ experience as a professional economist within the last five years. You'll also 
need strong analytical and critical capabilities. Highly developed people skills, 
flexibility plus the ability to identify and disti! important issues rapidly are also essential. 


















Recognising your commitments outside work, we offer a family-friendly environment 
that includes flexible working plus an attractive pension scheme. The posts, with the 
exception of one of the vacancies in ODPM, are offered on a permanent basis but 
fixed term appointments for up to three years, with the possibility of permanency 
later, will also be considered. 








For more information and an application form, write to Anne Bateman or Debbie Yeates, 
EGMU, HM Treasury, 1 Horse Guards Road, London SW1A 2HO or call 020 7270 5073/ 
4571 or email anne.bateman@hm-treasury.gov.uk The closing date is 11 December 2002. 






The Civil Service is an Equal Opportunities employer. 
Government Economic Advisers * Pay award awaited 
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Director 


London based £55-£65,000 Plus benefits 






CAFOD, ane of the UK's leading development and relief agencies, seeks a person 
of passion, integrity and vision to lead the organisation into the future. 
















CAFOD's work is deeply rooted in a partnership ethos. ft is known for innovative 
people-centred development programmes overseas and imaginative advocacy and 
education work in the UK and internationally CAFOD's income in 2001/2 was 
£26,5rn. The new director will work with the Board and Trustees and some 200 statf 
and 2000 volunteers to ensure CAFOD's continuing success and to fulfil its mandate 
as the officiel aid agency of the Catholic Church in England and Wales. S/he will 
work closely with the senior management team to ensure that CAFOD' strategic 
goals are achieved. S/he also will represent CAFOD to key external audiences, 
maintain its high public profüe, and play an important role in the global Caritas 
network, a confederation of 154 Catholic aid agencies 








The new director will have proven strategic and management skills and experience of 
working in an international context, S/he wil be a gifted communicator able to 
influence decision-makers at the highest level and to lead and inspire an organisation 
that is at the heart of the life of the Catholic Church in England and Wales. 













for a full information pack: and application form to be sent 
by post, please reply in confidence to Wingyee Chan: wcGcharityrecruit.com 
Fax: 020 7833 0188 or Tel: 020 7520 2212. You can also download the basic job 
information by visiting our website www.charityrecruitment.co.uk/cafod 
“For more information about CAFOD vist www.cafod.org.uk 
^ Completed applications to Charity Recruitment, 40 Rosebery Avenue, London 
ECIR ARX by 15th December 2002. tst interviews early January, final 
. meetings and interviews mid January 2003. 


E Registered Charity 


A IT'S TIME FOR JUSTICE 
Number: 285776 BR d 























UNITED NATIONS (4%) NATIONS UNIES 
= EXECUTIVE DIRECTOR - 
UNITED NATIONS OFFICE FOR 
PROJECT SERVICES (UNOPS) 

"d Based in New York 

- The United Nations is looking for a dynamic Executive Director to lead the 


: United Nations Office for Project Services (UNOPS). The position is at the level 
of Assistant Secretary-General, based at UNOPS Headquarters in New York, 

















UNOPS is an arm of the United Nations that provides project management 
: services in every field where the UN has a mandate - from development and 
| human rights to peace and security to disarmament and humanitarian affairs. 
| Onrequest of United Nations clients, UNOPS manages development projects 
Pal ining specialized services, as needed. These services include selecting 
] and hiring project personnel, procuring goods, organizing training, managing 
^] financial resources and administering loans. 


din 2001, UNOPS managed about 2400 projects in 149 countries worldwide, 
1 disbursing over $500 million. UNOPS employs some 750 international and 
“> 1500 national personnel. It is entirely self- financing with income derived from 
Vp fees earned from services rendered. 






































< Reporting to the Secretary-General of the United Nations through a man- 
apement committee that provides eed and management direction, the 
| Executive Director will head UNOPS during a period of significant organiza- 
tional renewal. He or she will have a clear vision of the future positioning of 
(| the organization and provide strong leadership and clear direction on business 
cj strategy and implementation. He or she will understand the operational needs 

of UN clients and will lead the development of UNOPS services that can 

deliver the results required. In furthering the activities of UNOPS, the new 

Executive Director will build effective working relationships with senior mem- 
“bers of the UN community, 
































He or she will possess keen business judgment and proven capacity to inspire 
^j and stimulate a highly professional staff to work together effectively. The new 
d Executive Director will have proven. general management experience at a 
strategic level within an international organization or bilateral development 
organisation; private sector experience will be a strong asset. 


















-For further information, please visit our website at jobs.un.org. 





g date for receipt of applications: 23 December 2002 































The post h fisted under the occupational group titled “Administration.” | 
“Clos n zu 






DIVISION OF GLOBAL ENVIRONMENT FACILITY COORDINATION 
SENIOR PROGRAMME OFFICER 
(ENERGY AND CLIMATE CHANGE SPECIALIST) 


DEADLINE FOR APPLICATIONS: 23 DECEMBER 20072 


DUTY STATION: NAIROBI 
Level: p-5 
Vacancy Announcement No: NA-02-90 


The United Nations Environment Programme (UNEP) is seeking to recruit a Senior Programe 
Officer (Energy and Climate Change Specialist) for is Division of Global Environment Facility 
Coordination (GEF) located in Nairobi Kenya. The GEF ts the financial mechanism for the UN 
Framework Convention on Climate Change (UNFCCC), H provides funds io developing countries 
and countries with economies in transition for projects addressing global environmental issues 
including the mitigation of, and adaptation 10, climate change. UNEP's primary role lies in 
catalyzing the development of scientific and technical analyses. developing tools and 
methodologies to advance environmental management and assisting countries develop their 
national strategies for adaptation to, and mitigation of, climate change. 

Duties: The overall responsibility of the successful applicant is the development and management 
of a portfolio of projects relating to the mitigation of, and adaptation to, climate change. Climate 
change mitigation projects would include removal of barriers to energy conservation, energy 
efficieney and renewable energy market transformation, promotion. of. environmentally 
sustainable transportation and low greenhouse gas emitting technologies. The climate change 
adaptation work would focus on scientific capacity building on appropriate. methods for 
adaptation and developing institutional capacity, for preventive measures, planning and 
preparedness for disasters related to climate change and well as the development of a 
demonstration project. 

Qualifications: Advanced university degree, preferably Ph.D. in natural or physical sciences. 
Specialization in energy related field desirable. Fifieen vears relevant working experience. 
Experience in an international organization an asset. Fluency in English required; working 
knowledge of another United Nations language an asset. 

Remuneration: An internationally competitive salary and benefits at standard UN rates will 
be offered. 


Applications: Applicants are requested to send detailed CV to the Chief, Recruitment Section, 


Human Resources Management Service. United Nations Office at Nairobi (NON) PO, Box 
67578. Nairobi, Kenya. Fax (254-2) 5242 12/ 624 134/622613/622624.. Further information may 
be found on the UNEP website, www.unep.org/Vacancies, 

IN ALL CORRESPONDENCE/INQUIRIES PLEASE QUOTE VACANCY 
ANNOUNCEMENT NUMBER: NA-02-90, 


THE WORLD BANK GROUP 





Manager, Financial Sector Research 


The Research Group in the Development Economics Vice Presidency of the 
World Bank has one of the world's largest concentration of researchers 
working on development. The main objective of the Group is to undertake 
cutting edge original research on operationally relevant topics that have 
policy implications and to disseminate the results both externally and 
within the Bank. At present the Group is divided into 7 areas, one of which 
is Financial Sector research. 


The Manager, Financial Sector Research reporta to the Director, 
Development Research and to the Director for Financial Sector Operations 
and Policy, and is accountable for: 


* Providing intellectual leadership to top researchers on financial sector 
issues in developing countries; 
Delivering innovative research on policy issues in the sector; 
Leading major policy research reports and authoring policy and 
strategy papers. 


Selection Criteria 


* Ph.D in Economics with concentration in money and: banking or 
financial economies; 

« Atleast 12 years post Ph.D experience in research and leading research 
on financial sector issues in developing countries; 

* Extensive record of publications in top international journals focussed 
on policy questions in developing countries and in delivering advice on 
these issues to top poliey makers. 


The World Bank offers a competitive 
compensation package including relocation and 

" expatriate benefits. Interested applicants should 
THE apply through the World Bank's website: 
WORLD http//www.worldbank.org/eareers l (please 
locate relevant job title on the webpages. Due to 

BANK the high volume of applications we receive, only 
candidates shortlisted for interviews will be 

contacted. i 07 
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Director 
Max Planck Institute for 
Demographic Research 


Rostock, Germany WAX-PLANCK-GESELLSCHAF 


NTERGCE 


art « ie Community Initiative INTERREG, that supports cross-border, 
tional and. nterregional co-operation in the fields of regional development. 
af aims :to contribute to the quality of the INTERREG Programmes by 
Í enabling: and: encouraging the transfer of experiences and good practice between 

institutions and individuals in different geographical areas and by creating a 
- platform for the development and establishment of common standards and 
T ee ee imdemeniadon of INTERREG Programmes. For the management of the 


INTERACT SECRETARIAT VIENNA 


the Austrian Institute for Regional Studies and Spatial Planning is seeking, on behalf 
of the Austrian: Federal Chancellery as Managing Authority of the INTERACT 
Programme, highly qualified candidates for the positions: 





















I rem eme rpm pa veg EUG ne i i aa a BA 


The Max Planck Society is seeking applications for the new position 
above in its Institute for Demographic Research. : 


The Institute is devoted to basic demographic research and currently. ne 
two directors and research divisions. The successful applicant will head a 
third, complementary division. Applicants of high merit are invited to 


: , ai submit an outline of the area of demographic reseatch or related fields 
Mend » f the Secretariat Bs. HS Manager they want the third divisionto pursue under their leadership and to include 

d T d a CV and publication list in their submission. They should also. indicate 
T -Communications Manager - Project Manager Finance the potential relationship of this research program to those of the two 
- Ref: 192 Ref.:194 existing divisions. The successful applicant will serve as Managing 


eae Main requirements for these positions are: 
n. e Profound knowledge ofEU-Programmes, © Ability to build and expand networks 
i „ Pedal Mpeg EU-Structural ioien 9 Excellent communication skills 
* Exte (L5. 9 Expertise in intercultural 
E decia 


Director of the Institute in. alternation with the other two directo 
Knowledge of German is desirable. | 


For details about the nas Nm 










pplication niony ihe available dd WWW. interactónline. net 
- About the round initiative. INTERREG please refer to 













: c should send their e nd including detailed CV, 
n form, di es and Bod pn of relevant certificates to our consultants | 











M 


Professor Dr. Ji irgen Basedow, ve Ms. Karen. Friedman 
Administrative Headquarters 

Max Planck Society for the Advancement of Science 
P.O. Box 10 10 62, 80084 Munich, Germany | 
to arrive no later than gbruary 21 2003. 
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manufacturer of construction and mining equipinéat, a :sc 
natural gas engines and industrial gas turbines. Cater 
S.A.R.L. based in Geneva, Switzerland, is hiring a: 


3 Creation. and Enterprise Development Department 


- Director (D 1) of In-Focus Programme: 
=mployment through Small Enterprise Development 


ional Labour Office seeks to recruit a new Director for its Programme to 
ployment through Small Enterprise Development, This programme forms an 
part of the ILO's global commitment to promote decent work. It assists member 
tates and the ILO's social partners in developing effective policies, strategies and 
programmes. to unlock the potential of the small and micro enterprise sector to create 
quality jobs and reduce poverty. 
| The Director will be responsible for defining the overall strategic direction of the 
i] programme and ensuring that it is a recognized center of excellence in its field. S/he will 
oct leada Geneva based team of 14 senior professionals, The team undertakes applied 
v]. research, identifies best practice principles, and develops and field tests practical 
55] analytical tools, guidelines and training packages. The team works closely with ILO's 
“field based teams of specialists, other development partners at international and 
-national levels, and supports a substantial technical cooperation programme. 
The preferred candidate should meet the following requirements: 


@ At least 10-15 years of international experience in the formulation, implementation 
and monitoring of policies, programmes and projects in the field of job creation and 
enterprise development, including small and micro enterprises; 


9 Proven ability to lead and inspire a team of senior professionals; 


Ability to conceptualize and integrate small and micro enterprise development within 
wider policies for quality employment promotion and poverty reduction; 


:* Strong strategic, analytical and management skills; 
| @. Excellent communications and networking skills; 
U€* Experience in promoting and negotiating complex donor funded technical assistance 
oub projects; 
(| 9. A university degree in economics, business management or related relevant 
cose disciplines; 


oe - Fluency in English and French or Spanish. A working knowledge of the third 
5; language will be an asset. 


7 Candidates are kindly requested to send a detailed CV, including references, to T4 
recruit ilo.org, citing "IFP SEED" in the subject field. The closing date for applications — T 
is Monday, 2 December 2002. 


T" ILO Employment Opportunities: www.ilo.org/hrd 
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Senior Economist 


















This position, which works closely with senior management, 
responsible for providing economic forecasts, country risk 
analysis and machine industry demand analysis for countries 
within the regions of Europe, Africa, Middle East, and CIs 
(EAME). The ideal candidate has an M.A. degree in economic: 
(Ph.D. degree preferred) coupled with 7 to 10 years of relevant — 
business economics experience in Europe. Excellent written and 
oral communication skills are necessary. Fluency in English is. |- 
required. Fluency in French and knowledge of at least one other | 
European language is an advantage. The position provides the |. 
opportunity for a developmental 2 to 3 year U.S. assignment | 
potentially leading to the EAME Chief Economist position. am 
Geneva. uod 









































An attractive remuneration package will be offered to the s 
successful candidate. Pee 













For best consideration please send résumés, no later than — 
December 14th to Mrs. Stefanie Mayet, Recruitment Coordinator, 
Caterpillar S.A.R.L., 76 Rte de Frontenex, P.O. Box AZM 
Geneva, Switzerland or via Internet: mayet_ stefanie @ cat: com. - 
Only short-listed candidates will be contacted. E 








"The world's | /— 
best investment bank." 


- eer d 


dom - Dur expertise is built upon global market intelligence and local perspective. 





-Count on UBS Warburg, the global leader. when a task calls for strategic excellence combined with 

local market intelligence, UBS Warburg offers the strongest credentials. As the world's No.1 in global research", we offer 

cutting-edge insight into the world's markets. We also own the world’s largest trading floor in the US, where we've been 

zy | growing faster than anyone else in equities. Despite challenging market conditions, we've expanded our market share globally 

D a and continued to excel in Asia with unprecedented keynote transactions. When you entrust us with your goals, you not 
5 “only tap into the best talents in investment banking, but also wealth management and asset management. Together, . 


ee we go the extra mile to deliver the results you deserve. It’s a dynamic understanding we call The Power of Partnership. 


3s UBS 


] wwwubs.com Financial Services Group 
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Special report Europe in the world 





Facing responsibility 


v.e _\ 32 


As the NATO summit convenes in Prague, the challenges cannot be pushed aside 


ILL Europe ever learn to punch its 

weight around the globe? The ques- 
tion was less pressing when (distractions 
in the Balkans excepted) the most urgent 
question facing European governments 
seemed to be how to spend the “peace” 
dividend after the cold war ended. But the 
September 11th terrorist attacks on Amer- 
ica, and repeated warnings that the next 
targets could be Berlin, London, Paris or 
Rome, show how vulnerable Europe is to 
new threats: from instability in regions far 
away, from failed or failing states and from 
the spread of weapons of mass destruc- 
tion. In the past, many Europeans have 
seen such problems as America's to deal 
with—or no one's. At long last, that percep- 
tion is changing. 

At the NATO summit in Prague on No- 
vember 21st-22nd, and in the European 
Union's subsequent deliberations about 
the bestuse of its own embryonic rapid-re- 
action force, European leaders will commit 
themselves, at least on paper, to take on 
farther-flung responsibilities. After half a 
century of being wrapped up chiefly in 
their own affairs—Europe was supposed to 
be the ground zero of the cold war, after 
all-they must think urgently about how 


best to defend themselves and their inter- 
ests anywhere in the world. 

Although they have prided themselves 
in recent years on their civilising “soft 
power”, most European governments re- 
cognise that more hard power-military 
capability, in short-is now required. But 
Europeans are not about to rediscover a 
neo-colonial urge to go forth and remake 
the world. The means they are proposing 
to acquire are still modest, even if their 
strategic horizons are expanding. 

The go-anywhere NATO that is to be 
proclaimed at the summit will in any case 
face the old NATO's problems: too few 
fleet-footed capabilities, with smart weap- 
ons and secure communications, of the 
sort that America displayed in Kosovo and 
Afghanistan, and which are needed to win 
wars. Europe's defence budgets, too, still 
provide too little money. On average, Euro- 
peans in NATO spend 2.1% of GDP on de- 
fence, compared with America's 3.2%. Ger- 
many spends a mere 1.5%, and that 
amount is slipping. 

At present only Britain and, to a lesser 
extent, France can team up with America 
across a reasonably wide range of capabil- 
ities. In an effort to stretch the cash they 
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spend, other European defence ministries 
and armed forces are either specialising— 
Norway in elite special forces, the Czechs 
with a mobile nuclear, chemical and bio- 
logical defence unit—or starting to pool 
their efforts. Goaded by NATO's secretary- 
general, Lord Robertson, a series of consor- 
tia are combining to plug the capabilities 
gap. Germany is taking the lead on strate- 
gic lift, Spain on air-to-air refuelling, while 
the Netherlands is pushing for joint provi- 
sion of precision-guided munitions. 

The aim is to bolster Europe's clout at its 
weakest point, its military effectiveness. 
America has proposed a new 21,000- 
strong rapid-response force, ready to go in 
a matter of days and to fight on for weeks 
until reinforcements arrive. Meanwhile, 
the EU is still struggling to equip its own 
long-promised rapid-reaction force of 
60,000 (this one to be deployable in 60 
days and sustainable for a year). The two 
forces are not competitors; they would 
have complementary jobs to do. 

But with better and more useable mili- 
tary tools, wouldn't Europeans be mere 
camp-followers of the Americans? No; be- 
cause NATO forces can be sent into battle 
only if all19 members, including the Turks, 
Canadians and Europeans, agree. And 
spats over the use of such a force are likely 
to divide Europeans from other Europeans 
as much as from America. The Eu's inde- 
pendent countries are by no means always 
ready to think and act as one. 

The Iraq debate at the United Nations 
has been an all-too-familiar case-study in 
how Europeans get themselves at cross- 
purposes, with an activist Britain, a cau- 


21 


>> 


> tious France and an ohne mich Germany 
all pulling in different directions. The same 
happened in the early skirmishes of Yugo- 
slavia's succession wars, when bickering 
European governments failed to halt the 
slide to conflict in Bosnia. Only later did 
they pull together, with America, to stop 
the fighting in Kosovo and to steady Eu- 
rope's unruly Balkan fringes. That was 
hard enough. Now Europeans are chal- 
lenged to think about security threats not 
just regionally, but globally. 


Taking on the world 

A little modest muscle-flexing is already 
going on. European soldiers have increas- 
ingly been showing up in places far from 
home, from Africa to East Timor. In Af- 
ghanistan, despite the misgivings of cer- 
tain politicians that this was a bit far “out 
of area", some European governments 
have contributed specialist forces and 
equipment to the overthrow of the Taliban 
and the hunt for al-Qaeda operatives; oth- 
ers have lent troops to the peacekeeping 
force in Kabul, and much more. In a sign of 
the expeditionary times, Germany has re- 
quested NATO assistance when it takes 
joint command, with the Netherlands, of 
the international security force in Kabul in 
February. Europeans have also taken on 
heavier duties in other places, both in the 
Balkans and, in the months after the at- 
tacks on the World Trade Centre, in de- 
fence of American airspace, to free Ameri- 
can troops and equipment for the war on 
terrorism. European intelligence services 
and police forces have helped track down 
al-Qaeda cells around the globe. 

Some have long pressed for this more 
globally-minded Europe. Well before Sep- 
tember 11th, Britain's Tony Blair had en- 
couraged the EU to weigh in more effec- 
tively in the world as a "superpower" 
(though not, he emphasised, as a "super- 
state"). Earlier this year, Valéry Giscard 
d'Estaing, a former French president, 
launched a new Eu constitutional conven- 
tion by looking forward to a time when Eu- 
rope would be "respected and listened to, 
not only as the economic power it already 
is, but as a political power which will talk 
on equal terms to the greatest powers on 
our planet." 

France, as always, is inclined to mea- 
sure Europe's might in the world against 
America's. Britain tends more to see Euro- 
pean and American security interests as 
one and the same. Yet France and Britain 
agree that if Europeans want their chief 
ally to listen to them, and their enemies to 
pay attention, they will need to shoulder 
more responsibility around the world. 
Some argue that Eu enlargement-the on- 
going continent-sized redesign and re- 
building that includes new members for 
NATO too—ought to be a big enough for- 
eign-policy ambition for anyone. But this 
little-Europe lobby is being fast overtaken 





Allons, Légionnaires 


by events. And if Europeans wish to get en- 
gaged farther afield, they have plenty of 
foreign-policy tools at their disposal. 

America easily leads the world in al- 
most every dimension of power. But Eu- 
rope, with its bigger population and not 
much smaller Gpp (reckoned to be larger, 
in fact, until America's recent faster growth 
and the depreciating euro reversed the 
honours), has considerable heft, as the ta- 
ble shows, and that weight will grow as 
the EU takes in more members. 

To their economic cost, the Europeans 
put less money into R&D than America 
does. Yet EU countries between them take 
the biggest share of world exports—giving 
Europe, on trade matters, a voice that 
America's Congress and courts are increas- 
ingly obliged to listen to. And although the 
cultural attraction of things American, 
from movies to McDonald's, is immense, 
EU colleges and universities attract easily 
as many foreign students as America's do. 
Europeans also point out that they spend 
much more than America on overseas de- 
velopment aid, some 0.33% of GDP to 


| Pulling their weight? 


2001 

United 

States — EU15 
MORE C nca A Nes 
„defence spending — ^ |. $us 1.9 
overseasdevelopmentaid 0.11 0:33 
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*48 countries, 2000 Excluding intra-trade 
Sources: IISS: OECD; UN; World Bank; IMF; IMD 
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America's 0.11% (though both fall consid- 


erably below the UN's target of 0.7%). 

Between them, France, Britain, Ger- 
many and Italy (and the European Com- 
mission as observer), take up half the seats 
around the table whenever the G8—the G7 
group of rich countries, plus Russia—holds 
a meeting. Europeans between them also 
have a 30% quota stake in the IMF (com- 
pared with 17.5% for America and 6.3% for 
Japan), and similarly substantial voting 
rights at the World Bank. Moreover, they 
maintain close ties to the developing 
world, where many of the future security 
problems are likely to emerge. Britain has 
its Commonwealth of (mostly) former col- 
onies, France its Francophonie and its terri- 
tories in the South Pacific, Spain its Latin 
American connections. A whole host of 
links also survive between the smaller 
European countries, such as Portugal and 
the Netherlands, and former colonies 
around the world. 

Even with their new capability com- 
mitments at Prague and beyond, Europe- 
ans will continue to spend far less on de- 
fence than America. Yet Britain and France 
remain two of the world’s five recognised 
nuclear powers (with two of the five veto- 
wielding slots on the UN Security Coun- 
cil). Both are among the few countries, 
apart from America itself, that can deploy 
“hard” power relatively speedily to distant 
trouble-spots; France is now striving to 
match Britain in this respect. Indeed, be- 
tween them the Europeans have some 2m 
men and women in uniform—one reason 
for America's impatience at their inability 
to field many of these forces for useful 
duty against 21st-century threats. 


Who's softer now? 

When it comes to security, many Europe- 
ans would still rather take pride in their 
softer power: their readiness to do the 
peacekeeping duties that America prefers 
to avoid; their experience, hard-won 
mostly in the Balkans, of crisis-prevention 
and post-conflict reconstruction; their 
larger aid budgets. The world needs “smart 
development aid" not just smart bombs, 
quipped one senior EU official during a re- 
cent transatlantic slanging match. But mat- 
ters are not quite so simple. America is of- 
ten faster off the mark than Europe with 
emergency humanitarian assistance; it is 
also frequently the single largest provider 
of aid to a given country; and its private aid 
has been calculated at four times the offi- 
cial sum, reflecting the country's long tra- 
dition of private philanthropy. 

One vital exercise of preventive "soft 
power" over the past decade has been the 
spending of more than $7 billion by the 
United States to secure nuclear and other 
weapons materials and know-how in the 
countries of the former Soviet Union. Al- 
though the problem is on their doorstep, 
the Europeans collectively have mustered »» 
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> less than $1 billion. America has commit- 
ted itself to another $10 billion over the 
next decade; Europeans, alongside the rest 
of the G8, including Canada and Japan, 
have promised to find a matching amount, 
but the pledges do not yet add up. 

For their part, Europe's peddlers of soft 
power are not above selling weapons to 
sensitive parts of the world, with which 
they then develop close military ties, in- 
cluding the sharing of technical know- 
how and training. Britain, France, Ger- 
many, Sweden and Italy—and, to a lesser 
extent, others too—are all recognised play- 
ers in the arms trade. 

Europe's strong commercial posi- 
tion-in all kinds of goods, as well as 
arms—ought to give it leverage over re- 
gimes with poor human-rights records, 
such as China or Iran. But in their enthusi- 
astic pursuit of commerce, some European 
governments-Germany's and Italy's in 
particular, though France and Britain are 
not above criticism—decline to press sensi- 
tive issues for fear of losing contracts. 


Stakes beyond Europe 

Two regions that are vital to Europe's con- 
tinuing prosperity are Asia and the Middle 
East. So far, their importance has not al- 
ways been evident in Europe's collective 
response to events. 

Europe's stake in the Middle East, in 
economic terms, is arguably even greater 
than America's. Europe imports almost a 
quarter of its oil from the region (com- 
pared with America's 15%). Yet during the 
last Gulf warin 1991, when Iraq was threat- 
ening the Saudi oilfields, Europe's military 
contribution came mostly from Britain 
and, to a lesser extent, France. If it comes to 
another war against Iraq, there may be a 
broader European contribution (espe- 
cially if military action is covered by a UN 
mandate), but American forces and weap- 
onry will still bear the brunt of the action. 

In the Arab-Israeli conflict, by contrast, 
Europe has grown to be more than a bit- 
player. After years of seeming to want to 
cut deliberately across American initia- 
tives in an unequal struggle for influence 
(America's aid, military and non-military, 
to Israel and Egypt dwarfs that of Europe), 
the two have recently worked together 
more harmoniously in support of the Oslo 
peace process, with the European Com- 
mission, by agreement, directing substan- 
tial amounts of its aid to the Palestinian 
Authority. Since the violence of the most 
recent intifada, and Israel's crushing mili- 
tary response, much of that Eu effort lies, 
literally, in ruins. Many Europeans are an- 
gered by the Bush administration's seem- 
ingly uncritical support of Israel. Yet there 
can be no return, both sides agree, to Eu- 
rope's competitive attitude of the past. 

Elsewhere in the world, Europeans are 
constantly being warned of America's im- 
pending tilt towards Asia and the Pacific, 


and away from its traditional alliances in 
Europe. Yet when it comes to trade and in- 
vestment, Europe's stake in this fast-grow- 
ing region is on a par with America's. 
These days, the EU exports more to Amer- 
ica than to Asia, but before the 1997 Asian 
financial crisis the reverse was true. The 
EU's total trade with Asia is still greater 
than with the United States—just as Amer- 
ica's trade with Asiais greater than its com- 
merce with Europe. 

All this, you might think, should give 
Europeans as great an interest as America 
in the security and stability of the Asia-Pa- 
cific region. Yet Europe's potential muscle 
there is often deliberately under-used. Be- 
fore the Asian crisis and since, European 
banks had lent more money to East Asia— 
and thus had more at risk—than either 
their Japanese or American counterparts. 
European taxpayers also contributed more 
than America's to the IMF rescue packages 
for Thailand, Indonesia and South Korea. 
Yet Europeans sought, and got, little thanks 
for that. America and Japan are still seen as 
the two crucial financial players in Asia. 

In diplomatic crises, too, Europe's voice 
has seldom been heard. Although the Eu 
gives considerable aid to India and Pak- 
istan, the Europeans had little influence 
with either government during the recent 
confrontation between these two novice 
nuclear powers over Kashmir. America, 
helped by Britain, worked hardest to de- 
fuse the tensions. "They would have 
seemed more concerned if it had been a 
crisis between Togo and Gabon," remarks 
one frustrated British official of his Euro- 
pean colleagues. 

Although most European governments 
have now opened diplomatic relations 
with reclusive North Korea, the EU has 
been contributing only a tiny share 
($15m-20m a year, to a project expected to 
cost about $5 billion) to KEDO, the orga- 
nisation responsible for building two nu- 
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clear reactors and making interim delive- 
ries of fuel oil in return for a freeze on the 
North’s production of plutonium, from 
which nuclear bombs can be made. This 
miserly European contribution was made 
mostly to ensure that European companies 
were not cut out entirely from the bidding 
for contracts; regional security was not the 
first priority. Meanwhile, it bears noting 
that in recent years Japan has contributed 
much more to Europe’s security, largely 
through aid to the Balkans, than Europe 
has to East Asia’s. 

North Korea is not the only place in 
Asia where Europe’s flag follows trade, 
rather than vice versa. During the 1996 cri- 
sis in the Taiwan Strait, for example, when 
China test-fired missiles in an effort to 
influence the outcome of Taiwan's first 
democratic presidential election, America 
sent a flotilla of protective warships; Euro- 
peans deliberately looked the other way, 
conscious of the need to maintain good 
trade relations with China. Indeed, Eu offi- 
cials sometimes promote themselves as 
ideal trading partners for China precisely 
because they do not aspire to be a force for 
law and order and, unlike America, have 
no military presence in the region. Yet 
when regional stability is so important, it 
is sheer folly to allow China to play Europe 
off against America in this way. 

Picking up the pieces in the Middle East, 
trying to make its voice heard in the war on 
terror, under pressure to do much more to 
sort out the problems of regions that were 
seen, in the past, as mere targets of trade 
opportunity—all these demands are forc- 
ing Europeans to think how they might 
better orchestrate their dealings with the 
outside world. In Prague, they will take 
some first practical steps towards making 
Europe a real power-one defined not 
merely by economic interests, but by stra- 
tegic weight and by a sense of responsibil- 
ity for keeping the world at peace. m 
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Pakistan 


The general's new clothes 


LAHORE AND ISLAMABAD 


The military regime is trying on civilian dress. It does not fit 


E Dies general wants a government 
which will agree not to rule," is the 
jaundiced but pretty accurate assessment 
of LA. Rehman, director of Pakistan's inde- 
pendent Human Rights Commission. It 
has proved a tall order for General Pervez 
Musharraf, Pakistan's self-appointed pres- 
ident, who seized power in a coup in 1999. 
The weeks of haggling since elections on 
October 10th have appeared less an or- 
derly return to democracy than an abject 
shambles. But by November 21st, when 
the National Assembly voted in a new 
prime minister, General Musharraf 
seemed to have achieved his aim. The as- 
sembly elected Zafarullah Khan Jamali, a 
portly, genial character expected to prove a 
docile partner for the army. Mr Jamali, can- 
didate of the Pakistan Muslim League 
(Quaid)—popularly known as the king's 
party for its loyalty to the general—secured 
172, the precise bare minimum required. 
So although his party has won, the 
king's victory has been both narrow and 
costly. The new government will be 
dominated by the PML (Q), with 118 out of 
the 342 seats in parliament. But its overall 
majority has been cobbled together with 
minor parties and by encouraging defec- 
tions from its rivals—a practice that looks 
especially unseemly in a country where 
the constitution was amended in 1997 to 
ban the practice of "floor-crossing". (The 


excuse is that it only counts as floor-cross- 
ing once parliament has assembled). 

The process has been murky; the out- 
come will be fragile. It follows the failure of 
lengthy negotiations on all possible two- 
party combinations of the three main 
groups in the assembly: the PML (Q) itself; 
the PPP, the party of Benazir Bhutto, an ex- 
iled former prime minister, originally with 
81 seats, though a block of members went 
over to the PML (Q); and the Muttahida 
Majlis-i-Amal (MMA), an alliance of six Is- 
lamist parties of varying ideological feroc- 
ity, with 60. 

The PML (Q)’s talks with Miss Bhutto's 
party foundered on her insistence that 
General Musharraf drop corruption 
charges against herself and her husband, 
who is in prison in Pakistan. Nor could 
Miss Bhutto ultimately countenance a pact 
with the Islamists, under which Maulana 
Fazlur Rahman, a cleric known for his pro- 
Taliban, anti-American views, would have 
become prime minister. Miss Bhutto looks 
for now to have been outplayed by the 
general, who has split her party as well as 
the original Muslim League, though things 
seldom remain as they are for long in Pak- 
istan's extraordinary politics. 

Similar demands scuppered the talks 
that came closest to success: between the 
PML (Q) and the Islamists. The MMA also 
wanted General Musharraf to withdraw 
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measures he has taken to control civilian 
politicians, such as the right to sack both 
government and assembly, and the cre- 
ation of a powerful army-dominated Na- 
tional Security Council. The deal-breaker 
was the MMA's demand that the general 
set a date for giving up his role as army 
chief. In a speech on the eve of the vote, he 
boasted of having steered Pakistan out of 
"stormy seas", promised to hand over his 
government responsibilities, but made it 
clear that he would "continue to perform 
[his] important role". 

The upshot is likely to be, in the words 
of the defeated candidate for the Speaker- 
ship, "a government with a slim majority, 
which won't last very long and will bring 
more discredit to the politicians, with the 
army being a presence in every cupboard 
and under every bed." 

At least it is not led by Maulana Rah- 
man. But little else gives much comfort to 
America about the prospects for stability 
in one of its most important allies in its war 
against terrorism. The startling electoral 
performance of the MMA took it to provin- 
cial power in the areas blurring into Af- 
ghanistan, where American soldiers are 
still hunting al-Qaeda terrorists. 

Anti-American flames continue to 
burn high. This week they were fanned by 
the return, to a huge martyr’s homecoming 
in the town of Quetta, of the corpse of Ai- 
mal Kansi, executed in Virginia on Novem- 
ber 14th for the murder of two CIA agents 
in 1993. It did not help when Amir Aziz, a 
surgeon from Lahore who disappeared 
last month, reappeared on November 
20th. He said he had been detained by the 
Pakistani intelligence services, and had 
been grilled by the cra and FB! about his 
alleged links with the Taliban. 

The Americans have grievances, too. » 


26 Asia 


> There was bafflement this week at the re- 
lease of Hafiz Mohammad Saeed, the 
leader of Lashkar-e-Taiba, a banned mili- 
tant group. This undermined the tough im- 
pression given last week when General 
Musharraf enacted an anti-terrorism law— 
much criticised by civil-liberties activists— 
allowing suspects to be held without 
charge for up to a year. 

Pakistan's alleged co-operation, until 
very recently, with North Korea's clandes- 
tine nuclear ambitionsis another reason to 
sup with General Musharraf with a long 


spoon. It is also a reminder that Pakistan is 
itself a declared nuclear power, in a per- 
petual state of animosity with India, and 
has not renounced first use of the bomb. 

Nevertheless, in a sign of Pakistan’s 
continued importance to America, Paul 
O’Neill, the Treasury secretary, was in Is- 
lamabad this week, holding out the pros- 
pect of the cancellation of $1 billion of 
Pakistani debts. Like it or not, America 
needs Pakistan, and vice versa. Which is 
why the farcical nature of the “return to de- 
mocracy” is so worrying. @ 





China’s new line-up 


Who's in charge now? 


BEIJING 


Is it Hu Jintao, or Jiang Zemin, or even Zeng Qinghong who is emperor after the 16th 


Party Congress? 


66 AN IMPORTANT sign of a political 
party's maturity is whether or not it 
can groom reliable successors." This was 
the benchmark set by Hu Jintao, then heir 
apparent to the Chinese Communist 
Party's top post, in a speech in April 2000. 
Vice-President Hu, who took up his long 
pre-ordained position as party chief last 
week, warned that the collapse of commu- 
nism elsewhere and the toppling of Tai- 
wan's Kuomintang were mainly caused by 
a "bad choice" of people to take control of 
these one-party dictatorships. As Mr Hu 
doubtless sees it, his task now is to prove to 
his sceptical predecessor, Jiang Zemin, that 
nothing like that will happen in China. 

Mr Jiang's lack of confidence in Mr Hu 
was made abundantly clear on November 
15th, when the newly appointed general 
secretary led his eight colleagues in the Po- 
litburo Standing Committee in a brief and 
awkward line-up before the world's me- 
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The Standing Committee 


dia. Five, or by some analysts’ reckoning, 
six, of the identikit dark-suited, red-tied 
men (all nine of them engineers by train- 
ing) are Mr Jiang’s protégés. Mr Hu, who 
was pencilled in for the top job ten years 
ago by the late Deng Xiaoping, not by Mr 
Jiang, finds himself surrounded by people 
of questionable loyalty to himself. And Mr 
Jiang, though now retired from the Polit- 
buro, remains in charge of the Central Mili- 
tary Commission—commander-in-chief 
of the armed forces, in effect-a position 
that gives him enormous power. 

Itis still far from clear when the 76-year- 
old Mr Jiang plans to step down com- 
pletely. He is constitutionally obliged to 
give up his post as state president at the an- 
nual session of the rubber-stamp parlia- 
ment, the National People's Congress, next 
March (Mr Hu is almost certain to pick up 
that insignificant title). But Mr Jiang could 
stay on as military chief indefinitely. The 
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benign interpretation is that he wants to 
stay around only as long it takes to make 
sure the new leadership is stable. More 
likely is that, like all his predecessors, he 
does not want fully to relinquish power 
until ill-health or death force him to do so. 
Even if Mr Jiang gives up his military posi- 
tion, he is sure to go on using his protégés 
to exert behind-the-scenes influence. 

Mr Jiang might have felt happier about 
retiring if his closest ally, Zeng Qinghong, 
were now in Mr Hu’s position. But upset- 
ting Deng’s succession arrangements 
might have fuelled dangerous resentment 
within the party. So Mr Zeng has to be con- 
tent as number five in the new hierarchy 
(he is likely to pick up the additional title of 
state vice-president next March). This, 
however, will not prevent him from being 
a powerful potential rival to Mr Hu. As 
chief of the party’s Organisation Depart- 
ment until last month, Mr Zeng played a 
key role in the selection of officials for pro- 
motion in the build-up to the Communist 
Party's 16th Congress, which preceded the 
Politburo shuffle. He heads the party's sec- 
retariat, which also has a big say in ap- 
pointments. Mr Zeng is thus exceptionally 
well placed to expand his extensive net- 
work of patronage. 

Nothing in the published remarks of 
Mr Hu, Mr Zeng or indeed Mr Jiang even 
hints at any policy difference between 
them. Mr Hu's remarks have always been 
deferential to Mr Jiang. He pledged in a se- 
cret acceptance speech to "seek instruc- 
tion" from his predecessor. He has also 
been full of praise for Mr Zeng, who at 63 is 
three years his senior. Mr Zeng, in turn, of- 
ten peppers his speeches with quotations 
from Mr Hu. Yet Mr Zeng is an ambitious 
and skilful politician, whereas Mr Hu has 
distinguished himself only by ploddingly 
carrying out his duties. 

The power Mr Zeng enjoys, indeed 
flaunts, is widely resented. "If Mr Zeng 


wanted to become the number one, offi- » 


2, Nt 


intel.com/apac/business 


Did we break a barrier? 
Or did we break new ground? 





Intel invests billions of dollars annually, resulting in remarkable technological achievements. 


Actually, we did both. And this time 
unprecedented processor speed is just the 
beginning. Intel's Hyper-Threading Technology 
takes the processor beyond gigahertz - 
increasing responsiveness while running 
multiple applications. Because more efficient 
multitasking means a more productive 
end-user. It's just another way Intel delivers 
Return On Innovation. 


Introducing the Intel’ Pentium’4 


Processor with HT Technology 
3.06 GHz. 





* Look for systems with the Intel Pentium 4 Processor with HT Technology logo which your system vendor has verified npe eee Technology. 
Performance will vary depending on the specific hardwar are and software you use. See www.irr vieler seditione te i 


© 2002 Intel Corporation. Intel, Taani ts bath 85 MP MAKE Cet D io rt etat uto codes con MR the United States or other countries. All rights reserved. 






















InTRBh"ATIONAT 


Real World. Real Learning’ 


www.imd.ch/bot 


BUILDING ON TALENT 


They're successful young managers. Your “high flyers." 
But to move up, they'll need a thorough understanding 
of business. They'll need to know how to work across 
functional boundaries, and with diverse global teams. 


And they'll need to develop their management styles, 
Program starting dates: turning weaknesses into strengths. Building on Talent 
February 9, 2003 will help them do all this. It's an intense, but practical, 
e i 2003 program in two modules with a problem-solving 
project in between. It's demanding. It's revealing. It will 
make a difference to your high-potentials, and to the 


s am ^ future of your company. 


NR APTUS Its the IMD experience. 
SRE ag En = 
— A ! 
Wd 


IMD, Chemin de Bellerive 23, PO Box 915 
CH-1001 Lausanne, Switzerland 

Tel: +41 2161803 42 

Fax: +41 21 618 07 15 

E-mail: info@imd.ch 


#1 in Europe and #2 worldwide* 


*Financial Times Executive Education 2002 survey ranks IMD #1 in Europe in executive education overall and #2 worldwide in custom programs. 





> cials and ordinary Chinese would find it 
unacceptable, not because he's bad or has 
connections with any particular person, 
but just because of the way he behaves,” 
says a Chinese academic. Interestingly, 
though, Mr Zeng has spoken with unusual 
frequency on the need for at least a limited 
degree of political reform, such as more 
openness and public involvement in the 
selection and supervision of officials. 

Two of Mr Jiang's other protégés on the 
new Standing Committee are also contro- 
versial figures. Number four in the hierar- 
chy is Jia Qinglin, who until recently 
served as party chief in Beijing. Mr Jia was 
the party secretary of the coastal province 
of Fujian during the emergence there in the 
1990s of a huge smuggling ring in the port 
city of Xiamen. Many officials say he failed 
to respond effectively, yet was protected 
from censure because of his closeness to 
MrJiang. The new number eight, Li Chang- 
chun, was party chief in the central prov- 
ince of Henan in the mid-1990s, when 
thousands of villagers were infected with 
HIV at official blood-collection centres, 
news of which he tried to suppress. 

In addition to Mr Zeng, Mr Jiang has 
also succeeded in installing two other 
close associates from his days as party 
chief of Shanghai in the 1980s—Huang Ju, 
who himself served as Shanghai's party 
boss until last month, and Wu Bangguo, a 
deputy prime minister who was Shang- 
hai’s party secretary in the early 1990s. Mr 
Wu is now second in the hierarchy and is 
likely to take over as head of the parlia- 
ment next March. Mr Huang is number six. 

By contrast, Zhu Rongji, who will retire 
as prime minister next March, has man- 
aged to put just one favourite, Wen Jiabao, 
into the Standing Committee. Mr Wen, 
who is in the number three position, is 
likely to take over the premiership. Li Peng, 
the much-hated parliamentary chief, has 
secured only ninth position for his ally Luo 
Gan. Mr Luo failed to secure the anti-cor- 
ruption portfolio, a role taken by Wu 
Guanzheng, number seven in the hierar- 
chy, whose loyalties are uncertain. With 
rumours of corruption swirling around 
members of his close family, Mr Li might 
well be uneasy with this arrangement. 

Mr Jiang clearly hopes to remain 
China's paramount leader-as Deng was 
in "retirement"—for at least the near future, 
making the question of whether the dull 
and inscrutable Mr Hu might be a Gorb- 
achev in disguise less pressing. But Mr 
Hu's speeches so far have been far from vi- 
sionary. "Western hostile forces led by the 
Americans are intensifying their efforts to 
westernise and break us up,” he said in 
May last year. "We must lead our cadres to 
gain the upper hand in the struggle be- 
tween subversion and counter-subver- 
sion, containment and counter-contain- 
ment, separatism and counter- 
separatism.” The cadres get the message. m 


Ceasefire in Aceh? 


Peace may atlast be in prospect in 
Indonesia's rebellious north 





HE province generally known as Aceh, 

at the north-western tip of Indonesia, 
was last year officially named "Aceh, 
Abode of Peace". Despite being an ancient 
historical title, it is sadly inaccurate. The 
Acehnese have long battled for indepen- 
dence, first from Dutch colonialists, and 
later from the government of Indonesia. 
Since the latest insurgency began in 1976, 
tens of thousands have been killed, most 
of them civilians. But on December 9th, 
the province's name should become a little 
more apt. That is when the government 
and leaders of the Free Aceh Movement 
(known by its Indonesian acronym, GAM) 
are due to sign a peace deal. 

The agreement proposes an immediate 
ceasefire, followed by an "all-inclusive dia- 
logue" about the political future of this 
province of 4.5m people and, in 2004, by 
elections.In the meantime, the Indonesian 
army is expected to withdraw some of its 
forces, while GAM will begin to disarm. 
Special "peace zones" are to be demili- 
tarised altogether, paving the way for 
humanitarian aid and reconstruction. 

But several issues need to be settled be- 
fore the deal can be signed. The two sides 
do not yet agree on where the "peace 
zones" will be, or what sort of police force 
will keep them peaceful. Nor have they yet 
fixed the mechanism for disarming GAM. 
The current idea, of depositing weaponsin 
independently monitored cantonments, 
sounds suspiciously similar to a system 
that has done little for the peace process in 
Northern Ireland. Some GAM members 
are already disavowing the deal. And even 
if all these questions are resolved in time 
for the signing, the deal could still come 
unstuck later, like a previous ceasefire the 
two sides signed in 2000. 

On the other hand, the Henry Dunant 
Centre, a Swiss organisation that brokered 
both deals, seems to have learned from its 


past mistakes. There will probably be 
around ten times more monitors than be- 
fore to verify that both sides are keeping to 
their promises, although the exact number 
has yet to be fixed. This time, a third of the 
monitors will be foreigners. 

The agreement also tries to plan for the 
worst, by acknowledging that renegade el- 
ements on either side might try to scupper 
the ceasefire, and prescribing joint action 
to counter such a move. What is more, 


both sides have made critical concessions: 


GAM by agreeing to set aside the goal of in- 
dependence for the time being, and the 
government by allowing foreign monitors 
to meddle in what it has always consid- 
ered to be an internal matter. 

However, that does not necessarily 
mean that both sides are acting in good 
faith. Some Acehnese argue that the gov- 


ernment is too taken by its recent military — 


successes to allow the detail of the peace 
agreementto work. Others say that GAMis 
only feigning acceptance of the agreement 
to save the skins of a big group of its fight- 
ers under siege in a swamp near the town 
of Lhoksumawe, and to regroup. 

But even on that score, there are 
grounds for hope. If the Indonesian gov- 
ernment really thought it could deliver 
GAM a knockout blow, it presumably 
would not have hesitated to do so. The 
likelihood is that the insurgency would 


have continued, even after a disastrous de- 


feat for GAM, albeit at a lesser intensity. 


Both sides might genuinely see a peace — 


deal as preferable to that. m 





Japan 
A long winter's 
nap 


TOKYO 


The export fillip behind it, Japan's 
economy looks set for another snooze 


He” bad is it? Judging by the political 
rhetoric and a recent slide in bank 
shares, Japan's economy risks another 
dive like the one it took in 2001. In reality, 
the short-term outlook for demand is not 
so alarming. Exports to America and else- 
where are slowing. Rather than tumbling, 
however, the economy seems to be set- 
tling comfortably into the state in which it 
has spent most of the past decade: flat on 
its back and half asleep. 

The Organisation for Economic Co-op- 
eration and Development (OECD), which 
released its latest survey of Japan's econ- 
omy on November 19th, is forecasting vir- 
tually flat growth—but no real recession— 
until after the end of 2004. That assess- 
ment may reassure some of Japan's 
leaders, who fear short-term pain above 


all. Butit offers little solace to those, like the »» 3 
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> OECD itself, who worry about Japan's me- 
dium- and long-term problems and the 
steady erosion of its national finances. 
When it gave warning in its report that 
"there is no more time to be wasted", the 
OECD was calling for a much more thor- 
ough plan than the sorts of fiscal measures 
being debated this week by the ruling Lib- 
eral Democratic Party (LDP). 

Though he was still jostling with his fel- 
low LDP members over the budget this 
week, Junichiro Koizumi, the prime minis- 
ter, has already conceded that Japan will 
need to borrow more than the Y30 trillion 
($250 billion) to which he had pledged 
himself. Tax shortfalls alone have made it 
hard to stay beneath the cap. This week, an 
additional Y3 trillion in public works and 
tax breaks was allocated to a planned sup- 
plementary budget. 

Along with Mr Koizumi's recent stum- 
bles over bank reform, the slowing econ- 
omy has strengthened the hand of the LDP 
traditionalists. Although GDP grew at an 
annualised 3% in the third quarter, exports 
stopped contributing to growth the way 
they had in the first half of the year. With 
demand from America and elsewhere 
likely to remain weak for at least the imme- 
diate future, that will leave Japan depen- 
dent on its feeble domestic economy. 
Since confidence is shot, business invest- 
ment seems especially unlikely to help on 
the home front. The most reliable gauge of 
investment trends, reckons Richard Jer- 
ram, chief economist at ING Barings in To- 
kyo, is firms' machinery orders. These fell 
1.7% (6.5%, annualised) in the third quarter. 

Regardless of what the party screws out 
of Mr Koizumi, however, another fiscal 
stimulus is unlikely to do much for the 
economy's bigger problems. Since the next 
fiscal year begins in April, the LDP and its 
coalition partners were pushing for a sup- 
plementary stimulus in the meantime of 
up to X5 trillion (196 of GDP), not counting 
falling tax revenues. Mr Jerram points out, 
however, that even if the government 
spends Y1.5 trillion more than planned on 
public works, spending on such projects 
will still fall overall because of the cuts al- 
ready enacted. 


Japan's: 
% change on previous quarter, at annual rate 





As the OECD argues, however, a rad- 
ically reflationary monetary policy, which 
the Bank of Japan still resists, would prob- 
ably have more impact than fiscal mea- 
sures. So even as he spars with his party 
over taxes and spending, Mr Koizumi's 
most important struggle—apart from 
minding those embattled banks—will be 
over whom to appoint as the central 
bank's next governor in March. m 





Australia 


The parched earth 


SYDNEY 
The “lucky” country's worst drought 
for a century 


OR most of her working life, Fran Rowe 

has been helping other farmers through 
crises. With a voice and a manner as dry as 
the dusty road that runs past "Bombah", 
her farm outside the small town of Totten- 
ham in western New South Wales, Mrs 
Rowe, a rural counsellor, is as skilled at go- 
ing head to head with demanding bank 
managers as she is at offering advice to 
neighbours on the art of stretching their 
budgets. But with Australia now gripped 
by what some authorities say is the worst 
drought in a century, Mrs Rowe and her 
husband, Peter, are themselves at the 
mercy of fortune. Their wheat crop has 
failed. They are selling their sheep. The res- 
ervoirs that supply the only water for their 
livestock will run dry in a month. They 
have even warned their daughters and 
grandchildren, planning to come home for 
Christmas, that the dwindling house wa- 
ter will not stand extra showers. 

Apart from à few passing drizzles, it has 


not rained across most of Australia since 
February. New South Wales and Victoria, 
the two most populous states, and the 
mainstay of the country's agricultural out- 
put, are the worst affected: 99% of New 
South Wales has been declared a drought 
zone. The scene in the outback is even 
more desperate. Iva Holberton, who man- 
ages the rail depot at Cook on the Nullar- 
bor Plain in South Australia, reported see- 
ing emaciated wild camels wandering 
south in search of water, licking moisture 
off the rails and being killed by speeding 
transcontinental trains. 

Sydney is blanketed by smoke from 60 
bushfires raging around New South Wales, 
and Melbourne by red dust blowing in 
from the desert. Farming accounts for 3% of 
Australia's economic output, half what it 
was 20 years ago; but the drought's impact 
could shave up to 1% off Australia's growth 
next year, according to some forecasts. 

The drought is another episode in the 
story of Australia's problems of meagre 
water supplies and volatile climate. It is 
the world's driest continent with one of 
the poorest natural drainage systems. The 
Murray River, whose system feeds much 
of eastern Australia's farms, recently 
stopped flowing into the sea for what geol- 
ogists believe is only the second time in 
8,000 years. Demands on it have almost 
doubled in 20 years. 

Andrew Campbell, of Land and Water 
Australia, a federal research body, suggests 
that Australians are in "collective denial" 
about their climate: droughts bring soul- 
searching; but when the rains return many 
city dwellers and farmers alike go back to 
using water freely. There has even been a 
revival of the notion, that many thought 
had died 50 years ago, of turning Austra- 
lia's coastal rivers inland to water the out- 
back-a reflection of the belief that the 
land should conform to the people, rather 
than the reverse. 

But there are positive signs of change. 
The drought follows several boom sea- 
sons. This means that farmers who have 
managed their affairs well, such as the 
Rowes, will ride it out; younger ones, with 
high debt levels, are staring at ruin. Learn- 
ing lessons from earlier crises, farmers 
have put more than A$2 billion ($1.1 bil- 
lion) into a scheme called farm-manage- 
ment deposits, from which they can draw 
at lower tax rates to survive the drought. 
The federal government has announced 
more money for climate-forecasting tech- 
nology. Many farmers are overcoming the 
"tyranny of distance" to use the Internet to 
track long-range weather forecasts and 
make decisions about the optimum time 
to invest. As Mr Campbell says, "Smart 
farmers make a lot of money in droughts: 
they sell at the right time and buy at the 
right time." But with no drought-breaking 
rains expected before April, even the smart 
ones will be challenged. m 
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Washington's mega-merger 


WASHINGTON, DC 


America is about to get its long-promised Department of Homeland Security. How 


much will that help? 


I: WILL be one of the biggest mergers 
ever. The newly consolidated business 
will have an annual turnover of $37 billion 
and 169,000 employees. The chief execu- 
tive is babbling about synergies, benefits 
of rationalisation and economies of scale. 
The track record of ordinary mergers, in- 
volving two companies, is poor—and this 
one consolidates 22 units from 12 different 
companies. Meanwhile, in the back- 
ground, the shareholders-or their repre- 
sentatives—are bickering and the unions 
are suspicious. If this were a real corporate 
merger, Wall Street would already be dis- 
counting the share price. 

So the first question to ask about Amer- 
ica's new Department of Homeland Secu- 
rity is whether the basic design (see above) 
is the right one. It will bring most of the 
main functions of domestic security under 
one roof. Huge agencies will be seized 
from other departments—the Immigration 
and Naturalisation Service (39,500 em- 
ployees) from Justice, the Coast Guard 
(43,600) from Transportation, the Customs 
Service (21,700) from the Treasury. Other 
independent entities-like the Federal 
Emergency Management Agency (5,100)— 


will be gobbled up whole. Yet the new de- 
partment will not be omnivorous: it is not 
eating up some 100 departments and 
agencies that remain on its patch. 

There are still people who think it 
should have been bigger or smaller. In 
2001 a commission chaired by former sen- 
ators Gary Hart and Warren Rudman pro- 
posed an even more sweeping reorganisa- 
tion that would have also shaken up the 
Defence Department and the National Se- 
curity Council (Nsc), which are both basi- 
cally untouched by the new entity. George 
Bush initially did not want a new depart- 
ment at all, merely a co-ordinating office in 
the White House, with the operational di- 
visions left in different departments. 

In fact, there is a lot to be said for the 
compromise agreed upon this week. To 
have folded everything into one giant de- 
partment would have been logical but ad- 
ministratively impractical. As Richard Fal- 
kenrath, the policy director for the Office 
of Homeland Security, told a panel at the 
Brookings Institution, the job "requires 
specialisation and expertise. There's also a 
fair bit going on in the rest of the world 
which the Nsc needs to stay focused on." 


The Economist Novem! 


Also in this section 
32 Terrorism insurance, at last 
33 A victory for pets 
33 Al Gore is back 
34 Retirement communities 
34 Gun control and the courts 
35 Life after stench 


36 Lexington: A conservative judiciary 


But leaving agencies scattered around 
would have been no good either. Consider 
two examples. If there were a chemical or 
biological attack now, health advice 
would come from no fewer than 12 federal 
agencies, to say nothing of local govern- 
ment ones. If there were an attack on a nu- 
clear power plant, one agency would dis- 
tribute anti-radiation treatment if you live 
within 10 miles. A different one distributes 
itif you live outside that circle. A third con- 
trols the drug stockpile. And a fourth takes 
overif the attack also happensto be within 
10 miles of a nuclear-weapons facility. 

So itis not surprising that the president 
came round to seeing the benefits of ratio- 
nalisation. With such an immense job of 
co-ordination to do, having a single depart- 
ment with budgetary control looked nec- 
essary. An advisory White House office 
could never bang heads together. 

The bill approved this week does more 
than merely move bureaucratic boxes into 
one place: it vests the powers of the va- 
rious units in the new secretary (likely to 
be Tom Ridge, now head of the White 
House Office of Homeland Security), in or- 
der to eliminate duplication or enforce the 
adoption of common standards. He can 
delegate authority back to the bits as he 
sees fit, and he also has the power to take 
5% of the budget of any one bit of his em- 
pire and move it around. 

In other words, the bill vests a lot of ad- 
ministrative discretion in one person. That 
may be risky. Democrats also argued that 
it was unconstitutional, and trampled over 
employment rights. These were the issues 
that held up approval of the homeland-se- 
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* curity bill for months over the summer 
and autumn. But it is probably just as well 
the administration won the fight: much 
discretionary power will be required to 
overcome bureaucratic inertia. 

Two reforms look particularly promis- 
ing. First, the new department will gather 
together all the border and transport agen- 
cies into one place. At the moment, people 
entering America fill in one form for immi- 
gration officials and another one for cus- 
toms, and they may have to see Depart- 
ment of Agriculture officers. That will now 
be rationalised—a no-brainer, admittedly, 


A limitless risk 
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but this is by far the largest section of the 
new department, with 156,200 of the 
169,000 employees. 

The second reform concerns “informa- 
tion analysis”. For the first time, America 
will have a central clearing house for as- 
sessing the vulnerabilities of, and threats 
to, Americans at home. At present, the En- 
ergy Department supervises security at 
power stations, the Transportation Depart- 
ment looks at roads and bridges, and so on. 
Bringing these things together will not 
guarantee better intelligence, but it should 
be easier to spot trends and connections. 
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For now, the new department will 
merely analyse intelligence gathered by 
others. But several figures, including Rich- 
ard Shelby, the senior Republican on the 
Senate Intelligence Committee, and a com- 
mission chaired by Jim Gilmore, the for- 
mer governor of Virginia, have argued that 
America needs a proper domestic intelli- 
gence-gathering operation, like Britain's 
MI5. At the moment, the gathering is done 
by the FB1, whose director, Robert Mueller, 
vigorously opposes any idea to split off 
spying from policing, even though most 
spooks insist that spying and policing are 
often contradictory things. 

That battle is for the future, but similar 
vested interests are bound to make Mr 
Ridge's nice draft design extremely hard to 
put into practice. One cautionary tale 
comes from the Transportation Security 
Administration, the division which sup- 
plies the baggage screeners that went to 
work this week and which, at full strength, 
will be the second largest single part of the 
new department. The TSA was set up last 
year with congressional goodwill, a tough 
boss and an ambitious programme. But it 
lost the confidence of Congress and air- 
port managers. It failed to get baggage- 
screening devices delivered on time. It 
could not resolve the competing claims of 
security and airport efficiency. And its first 
boss was sacked. 

From this perspective, it is worrying 
that the new department does not really 
begin with firm political backing. Al- 
though the Senate voted 90 to nine this 
week to set up the department, that was 
only after months of squabbling. And the 
new department faces four challenges that 
may cost it more support. 

* The transition. The new department is 
supposed to be up and running a year after 
the president signs the bill (which may be 
next week). It took 40 years and several 
congressional interventions to get the last 
comparable government reorganisation 
right, the establishment of the Department 
of Defence. It would be a disaster if the bu- 
reaucratic effort to set up the new depart- 
ment distracts from the real job of protect- 
ing the homeland. 

*Sporadic shortages of money. Pro- 
posed spending on homeland security has 
roughly doubled since September 1ith 
(though not all the promised money has 
materialised). Still there are holes. The 
Coast Guard has one of the oldest fleets in 
the world and no amount of reorganisa- 
tion will provide enough money to buy 
new ships. 

ə Civil liberties. Even in its pre-MI5 incar- 
nation, the department's domestic snoops 
are likely to come into conflict with civil 
libertarians. Privacy watchdogs are up in 
arms about a new "office of information 
awareness" which, they say, could put all 
e-mails, credit-card transactions, drug pre- 
scriptions and every bit of electronic in- » 
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> formation you generate on to one vast, Or- 
wellian database. This nightmare idea has 
been floated by the Defence Department, 
and may come to nothing. But the fracas 
carries a warning to the Homeland Secu- 
rity Department. 

* The private sector. Many of America's 
most vulnerable targets, such as chemical 
factories, are privately owned and 
guarded. Any Republican government 
will be reluctant to wade in and impose 
new federal regulations on private firms. 
But what if private security is not enough? 
Mr Ridge could well find himself battling 
against several huge industries. 

In short, the new department is a step 
forward, but just a step. Eventually, it 
should make America's borders safer and 
improve domestic intelligence. But those 
are only parts of the picture. It is a top- 
down reform to improve security at a time 
when the most useful form of protection 
comes from the bottom up-from a secu- 
rity guard noticing something strange at a 
power plant, from a customs officer fol- 
lowing up a hunch, from passengers over- 
powering a shoe bomber. Even after the 
new mega-merger, those are the people 
who will keep the homeland secure. m 
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WASHINGTON, oc 
A great day for canine civil rights 


biggest scar on Anglo- 
nc pap a ea SA 
House was burnt down in 1814 has fi- 
nally been healed. The British govern- 
ment announced that, on December 
11th, it will finally lift its absurd require- 
ment that pets entering the United King- 
dom from the United States should be 
forced to endure the misery of six 
months in quarantine. 

Animals may have to spend a couple 
UE dioe ic: quark Nie while UN paber. 
work and microchips are checked. There 

ay also be problems because Britain 

d America have different standards 
for their But those six 
months of pining animals and howling 
owners will be a thing of the past. 


Al Gore 


He’s back 


WASHINGTON, DC 


But why are so many Democrats looking nervously the other way? 


HE one dignified bit of the sordid Flor- 

ida recount was Al Gore's concession 
speech, with its resonant ending: “It’s time 
for me to go.” He made good on his pro- 
mise. In the 1820s, Andrew Jackson, who 
also won the popular vote but lost the 
White House, spent almost all his time 
whingeing about his sorry fate, a habit that 
he kept up even after he won the presi- 
dency four years later. Mr Gore kept a dig- 
nified silence. He disappeared so com- 
pletely from national life that people 
thought of putting his face on milk cartons. 
When he resurfaced in the aftermath of 
September 11th, it was to call George Bush 
his *commander-in-chief". 

Now Mtr Gore is everywhere. In the 
past couple of months he has delivered big 
speeches on both the economy and for- 
eign policy. Mr Gore is in the midst of a 
media blitz of Madonna-like proportions 
to promote "Joined at the Heart" (Henry 
Holt), a homage to the American family co- 
written with his wife, Tipper. It is impossi- 
ble to turn on the television without see- 
ing him cooing with Katie Couric, playing 
softball with Larry King, being ranted at by 
Chris Matthews or engaging in Clincest 
with George Stephanopoulos. The former 
vice-president has even appeared as a dis- 
embodied head in a Tv cartoon. 

Mr Gore may be trying to sell books, 
but he is also clearly positioning himself 
for a possible rematch with Mr Bush in 
2004. Many Americans have forgotten 
about this once-familiar figure in the past 
two years. So Mr Gore is busy re-establish- 
ing himself in the public mind. His pitch: 
he's a family man with a quirky sense of 
humour, a remarkable resilience in the 
face of defeat and more passion than you 
might think (that kiss at the Democratic 
convention has been endlessly retold). 

Mr Gore says that he will not decide 
whether to make another run for the presi- 
dency until after Christmas. But almost 
everybody expects him to run. He is con- 
vinced that he was robbed of his legiti- 
mate prize in 2000; he has spent his entire 
life running for political office; and he has 
an admirable streak of stubbornness. He is 
carefully positioning himself to appeal to 
the hard-core Democrats who vote in the 
primaries, lambasting the Bush adminis- 
tration on everything from its economic 
management to its policies in the Middle 
East, and even-in a death-defying stunt- 
calling for the introduction of a national 
health-care system modelled on Canada's. 





Shut up and kiss me 


Yet the prospect of another Gore cam- 
paign is hardly unleashing joy in the 
Democratic camp. Mr Gore still has the 
highest name recognition among party 
members of all the potential candidates. 
But the higher up the party you go, the less 
enthusiasm you find. 

A Los Angeles Times poll found that 
nearly half of Democratic Party insiders 
(defined as members of the Democratic 
National Committee) believe that Mr Gore 
should not run in 2004: only 35% of re- 
spondents said that Mr Gore should run 
compared with 48% who said that he 
should not (17% were undecided). Many of 
Mr Gore's leading backers have already 
shifted their allegiance to other candi- 
dates. Bob Shrum, one of the inspirations 
behind his turn towards populism, is now 
advising John Edwards. The only people 
really enthusiastic about another Gore run 
are the Republicans. 

This nervousness among Democratic 
strategists is understandable. Mr Gore 
won more votes than Bill Clinton ever 
managed. And he has a more compelling 
story than “Rocky”: how he dealt with the 
"theft" of the world's most important job 
by putting on weight and growing a beard 
before finally storming back. But his 50.9m 
votes cannot make up for the fact that an 
election fought at a time of peace and pros- 
perity should have been a walkover for the 
incumbent president's successor. And his 
compelling personal story cannot make 
up for the fact that, as you watch him drag- 
ging Tipper from one talk show to another, 
he may strike some people as just a little 
too weird for comfort. = 
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Retirement communities 


Isn't this gay, dear? 


PALMETTO, FLORIDA 


Aninteresting new property business 


HERE is no indication that the Palms of 

Manasotais any different from the mul- 
titude of retirement communities that pep- 
per south-western Florida. It is the usual 
mixture of mission-tiled roofs and palm 
trees, with a water fountain and a bit of 
protected wetland. Its distinction is its resi- 
dents: all 40 or so of them are gay or les- 
bian. Some were drawn by the weather, 
others by the nice-looking homes, but all 
were attracted by the camaraderie. 

Welcome to the "alternative senior 
housing industry". Gay baby-boomers of 
the Stonewall Generation are ageing and— 
just like their straight equivalents—they are 
suddenly reconsidering all the rude things 
they used to say about the homes where 
they dumped their own parents. The Na- 
tional Gay and Lesbian Task Force reckons 
that there are 1m-3m gay people above the 
age of 65; by 2030, when one in five Ameri- 
cans will be 65 or older, there will be 4m 
homosexual retirees. 

John De Leo, the boss of the Shaman 
Development Group, a Californian prop- 
erty firm, reckons that this translates into 
demand for atleast 66,000 homesin retire- 
ment communities over the next 20 years. 
Supply falls well short. Although there are 
half a dozen lesbian mobile-home parks in 
the south-west and Florida, the Palms is 
the only existing retirement community 
for homosexuals of both sexes. 

In theory, another 12 projects, from Bos- 
ton to Arizona, should open over the next 
five years. They all boast long waiting lists, 
often stretching into the thousands, with 
potential residents writing in from as far 
away as Iran. A small two-bed, two-bath 
home at Palms goes for roughly $160,000, 
slightly more than the equivalent in a 
straight community. 

Gays could certainly do with both the 
company and the care. A study by the 
Brookdale Centre on Ageing at Hunter Col- 
lege in New York found that fewer than 
one in five elderly gays have a life partner 
and only one in ten has children. By con- 
trast, nearly half the overall general senior 
population has a spouse and four in five 
have children (who provide much of the 
care for their parents). 

Marketing people like to say the com- 
munities are similar to families. There 
have been reports of elderly gays being 
shunned in normal retirement communi- 
ties. Gay retirement homes offer safety in 
numbers, and also care for those with HIV 
and AIDS. "It is not so much a family of 





Life is a condominium, old chum 


blood, but a family of choice that we are 
looking to take care of us," says Joy Silver, 
president of RainbowVision Properties, 
which is planning a retirement commu- 
nity in Santa Fe. Gay retirement homes are 
also likely to be different. Yet another prop- 
erty firm, the Lundberg Group, talks about 
having drag shows at its proposed Our 
Town developments. 


Gun control 


From the hip 


NEW YORK 





For the moment, the Palms is the trend- 
setter. Its founder, Bill Laing, had a rough 
time trying to raise money for the idea in 
the 1990s-and died before it was com- 
pleted. It is still relatively small: only 21 sin- 
gle-family homes and six condominiums 
have been completed. But now plans are 
afoot to expand over another 30 acres— 
and to bring in another 250 people. m 


The courts and politicians are heading in different directions on gun safety 


N THE last day of school in 2000, Na- 

thaniel Brazill, a 13-year-old student, 
turned up with a concealed handgun 
taken from the unlocked drawer of a fam- 
ily friend. After an argument with his 
teacher, Barry Grunow, Nathaniel pointed 
his gun, a .25-calibre Raven, at Mr Gru- 
now's head and shot him. The boy was 
convicted of second-degree murder. Were 
the gun's manufacturer and distributor 
also to blame? 

Prosecutors argued that they were. Ra- 
ven handguns-also known as "Saturday 
Night Specials"—are especially dangerous 
because they do not have safety features, 
such as trigger locks. They are also cheap, 
easy to hide and useful only at close range. 
Criminals love them. 

Raven went out of business in the early 
1990s. But on November 14th the jury 
found the distributor, Valor, partly liable, 
and ordered it to hand over $1.2m to Mr 


Grunow's widow. That is 5% of the $24m 
verdict (the rest is to be paid by the school 
and the gun's owner). In placing such guns 
on the market, Valor was deemed partly 
responsible for the Raven's misuse-the 
first time a distributor has been found lia- 
ble for so-called “junk guns". 

Both sides are appealing the verdict: the 
plaintiffs because they want more money, 
and Valor because it insists it is not liable. 
This is part of a trend. Lawsuits against the 
gun industry are on the rise and, even 
though no firm has yet lost a judgment 
after appeal, several smaller gun manufac- 
turers have gone out of business. 

In one way this seems a natural succes- 
sor to the lawsuits against Big Tobacco. 
Many of the same people are involved; 
Mrs Grunow's lawyer, Bob Montgomery, 
is a tobacco veteran. But it is far more com- 
plicated politically. Few politicians out- 
side the Carolinas and Virginia were pre- >» 





> pared to defend the tobacco business. 
Guns, however, are much more popular 
with politicians of both parties. Even the 
Democrats, desperate to regain ground in 
the South, do not want to be seen as "anti- 
gun" in any way. 

The reluctance to regulate in Washing- 
ton is one reason why gun-control advo- 
cates have gone to the courts. The aim is 
not to ban guns, says Mathew Nosanchuk, 
the litigation director of the Violence Pol- 
icy Centre, but to change the somewhat 
careless way in which they are made and 
sold. For instance, the sniper's rifle used 
around Washington, Dc, was traced back 
to a shop in Washington state that can't ac- 
count for 300 guns. Guns also have a habit 
of going missing in factories. 

Since 1998, 33 city and local govern- 
ments have sued the industry, in an effort 
to recoup the costs of gun violence and to 
force gun makers to sell their products in a 
safer way. A $433m lawsuit by the city of 
Chicago, for example, accuses 22 gun man- 
ufacturers, four gun distributors and 12 
gun shops of creating a public nuisance 
with their products. 

Since the lawsuits started, more gun 
makers have begun to equip their guns 
with devices like internal safety locks. But 
in the courts they have stuck to the basic 
defence—that their products do not com- 
mit crimes, people do. Even the lawsuits 
against them do not hold the manufactur- 
ers and dealers liable for the crimes them- 
selves; they claim that the gun industry 
contributed to the crimes or accidents by 
not doing things that it could have done. 

This is much vaguer territory. But there 
is a precedent involving cars. The Larsen v 
General Motors case in 1968 ruled that 
“while automobiles are not made for the 
purpose of colliding with each other, a fre- 
quent and inevitable contingency of nor- 





Nathaniel and his gun 


mal automobile use will result in collision 
and injury-producing impacts." So car- 
makers are liable for defects that enhance 
the likelihood of injury; and they are ex- 
pected to add devices to reduce accidents. 
The Larsen case led to car-safety laws and 
to features such as air bags. 

Most products—from cigarette lighters 
to medicine bottles—have to be designed 
to protect against foreseeable misuse. But 
there is no regulator to help the plaintiffs: 
guns and tobacco are the only products 
that the Consumer Product Safety Com- 
mission does not oversee. And even 
though lawsuits have often helped push 


Life after stench 
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up safety standards elsewhere, there are 
plenty of conservative judges who do not 
think it is the courts’ job to create gun laws 
(see Lexington). 

Meanwhile, the legislative branch of 
governmentis rallying to the industry’s de- 
fence. Some 20 state legislatures have 
passed laws designed to pre-empt local- 
government lawsuits against it. And two 
bills banning all liability suits against the 
gun industry are gaining momentum in 
the House and Senate. It is even possible 
that the current “lame duck” Congress will 
grant the industry sweeping immunity 
from future litigation. = 


Many nappy returns 


That pooping child could be sitting on a goldmine 


EXT time you want to put up some 

wallpaper, perhaps you should con- 
sider dirty nappies. The city of Santa 
Clarita has launched a pilot nappy-recy- 
cling programme. For the next six 
months, the Californian town will col- 
lect used nappies (or diapers as Ameri- 
can like to call them) from 225 
families—and begin the process of turn- 
ing them into things like shoe insoles, 
roof shingles and, yes, wallpaper. 

Santa Clarita is an appropriate place 
to start. Three out of four Santa Claritans 
are under 44, and more than 150 new 
residents are born every month. Each of 
these little dears should produce one 
tonne of dirty nappies before he or she 
is potty-trained: most of that ends up in 
landfills. 

The state of California and Santa 
Clarita have each contributed $250,000 
to set up the scheme. The city’s rubbish- 
collecting company will be in charge of 
picking up piles of nappies from the 
kerb, delivering them to the recycling 
plant and selling the recycled products. 
The recycling plant itself is being man- 
aged by Knowaste, a New York-based 
company that specialises in the recycling 
of absorbent hygiene products (great 
chat-up line, that) and turning them into 
pulp and plastic. 

Three years ago Knowaste opened a 
plant in the Netherlands that now pro- 
cesses 35,000 tonnes of dirty nappies a 
year. In line with European demograph- 
ics, the raw material this time comes 
from incontinent old people rather than 
babies. The plant, which works with lo- 
cal retirement homes in the area, gets 
paid €100 ($100) for every tonne of 
soiled trash it takes from the delivery lor- 
ries. It also gets paid at the other end for 
the plastic and pulp. It has presold all its 
2003 production at €200-300 a tonne. 





The wallpaper factory 


The recycling market in America, 
though, is softer. With so much empty 
space, landfills are less unpopular and 
cheaper than in Europe. New York city, — 
for instance, recently suspended its recy- 
cling of glass and plastic because it could 
not find any customers. In California, 
rubbish hauliers pay around $35 a tonne - 
to dump their load—about the same as it - 
will cost to recycle the nappies. 

A new set of green laws could help, 
though. Californian towns are now re- 
quired to divert 50% of their solid waste 
from landfills: those that fail could face 
penalties of up to $10,000 a day. Santa 
Clarita currently recycles about 40% of 
its garbage, but it wants to increase that 
proportion to 75%, and, according to 
Knowaste, nappies are one of the main 
bits of home rubbish still going to land- 
fills. So let them be recycled. Whether 
even the green burghers of Santa Clarita 
will want to live under a nappy roof or 
ease into a nappy pair of shoes is an- 
other matter. 
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A more conservative judiciary will not change America as much as you might think 





hee ~ DE CE Ns 


AN they make it a hat-trick? Conservative Republicans have 

already taken over the executive and legislative branches of 
the government. Now they are tightening their hold on the judi- 
cial branch as well. 

During the 2000 presidential campaign George Bush prom- 
ised to appoint “conservative judges"—and held up Antonin Sca- 
lia and Clarence Thomas, two members of the Supreme Court, 
as examples. His ability to fulfil his promise was somewhat 
blunted by the peculiar 2000 election: it seemed a little rich to try 
to appoint more conservative judges when he owed his job to 
the likes of Justices Thomas and Scalia. It was further blunted by 
the Democratic takeover of the Senate. In his first year in office 
Mr Bush succeeded in getting only 42% of his judicial nominees 
confirmed (including two Clinton holdovers), compared with 
91% for Ronald Reagan. There are more than 100 judicial vacan- 
cies. Now that the Republicans are back in charge of the Senate, 
Mr Bush has his elusive mandate and the Senate Judiciary Com- 
mittee is set to become a veritable factory of conservative judges. 

But what is a conservative judge? And what difference will 
having more of them make? The left has a ready-made answer. 
Conservative judges are people who hold primitive views on a 
host of momentous questions-affirmative action, privacy and, 
above all, abortion—and who have organised themselves into a 
tightly-knit movement in order to impose those views. 

There is a little truth in this. In the past 30 years conservative 
lawyers have transformed themselves from a disorganised 
rabble, in perpetual retreat before the forces of liberal activism, 
into a disciplined army. Conservative lawyers study with con- 
servative professors at the Universities of Chicago or Virginia, 
network with their fellow conservatives in the Federalist Soci- 
ety, and clerk with conservative Supreme Court justices. Twelve 
years ago the first President Bush appointed David Souter to the 
court; he then voted routinely with the liberal camp. Today's 
conservatives swear they will never be “Soutered” again. 

But there are problems with the liberal caricature. The first is 
the little issue of the law. Judges can't simply reinterpret the law 
in the light of their private prejudices (even if, in the case of affir- 
mative action and partial-birth abortion, their prejudices are in 
line with public opinion). Mr Scalia swallowed his prejudices 


when he declared that flag burning is constitutional. The Su- 
preme Court has ruled that virtual child pornography is legal. 

The second problem is that conservative judges don't hold 
monolithic opinions. Libertarians and social conservatives dis- 
agree strongly on everything from abortion to privacy. Barry 
Goldwater, the patron saint of American conservatism, sup- 
ported abortion rights. The conservative judiciary is rent by the 
same disagreements that rend the movement at large. 

Conservative lawyers are also fiercely divided over judicial 
activism. One group of conservatives reacted to the activism of 
liberal judges by calling for judicial restraint: judges, they said, 
should limit themselves to interpreting the law and the constitu- 
tion rather than trying to conjure up new laws (which is the job 
of the legislative branch). But a second group is much happier 
with judicial activism—provided, of course, that it is the right 
sort (ie, restraining liberal legislatures). Wasn't the point of the 
American constitution to put limits on the power of govern- 
ment? And isn't the role of the judges to ensure that the Bill of 
Rights protects people from the tyranny of the majority? 

These activists, who are perfectly happy for judges to over- 
turn legislation in the light of the constitution, are gaining influ- 
ence. Since 1995 the Supreme Court has struck down at least 26 
federal laws on constitutional grounds. Back in the 1920s, liberal 
judges such as Oliver Wendell Holmes preached judicial re- 
straint in the face of the Supreme Court's willingness to strike 
down labour laws. You may hear similar noises again now. 


It all comes down to abortion in the end 

But how much power will Mr Bush's new lower-court judges 
have? The simple answer is: not as much as the conservatives 
hope or the liberals fear. These judges will spend more than 90% 
of their time dealing with bread-and-butter cases that do not in- 
volve any great ideological issues. And when they do encounter 
such issues, they must defer to the Supreme Court. This is not to 
say that their appointment to lifetime jobs doesn't matter. They 
may make a difference at the margin—for instance, they may 
make America even tougher on crime. But they will plainly not 
spend every day banning abortion. 

As for the assumption that the Supreme Court is due for a 
lurch to the right, this seems dubious. William Rehnquist, the 
conservative patriarch, may retire soon, and could see his place 
as chief justice taken by a centrist, Sandra Day O'Connor. The 
man who is widely tipped as Mr Bush's first nominee, Alberto 
Gonzales, the current White House counsel, is suspected of har- 
bouring liberal leanings on both racial preferences and abortion 
rights for minors. Whatever Mr Bush might hint to pro-life 
groups, his political strategist, Karl Rove, would be more likely to 
walk naked around the Capitol than engineer a Supreme Court 
that would overturn Roe v Wade, the main abortion ruling. 

Moreover, contrary to most Democratic propaganda, conser- 
vative lawyers are divided over abortion. Supporters of judicial 
restraint would like to leave the question to state legislatures 
(most of which would surely vote to maintain the status quo). Ju- 
dicial activists are less interested in abortion (on which, they ar- 
gue, the constitution is silent) than they are in gun rights. 
Conservative judges may fiddle with abortion rights around the 
edges—by outlawing late-term abortions, for example, or by re- 
stricting the right of minors to have abortions without parental 
notification (both changes that the public support). But Roe v 
Wade will survive Mr Bush's new judges. 8 
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ATLANTIC OCEAN 


Life is tough for small island economies. But there are ways to survive 


UN, sand and sea: no wonder the 

close-on two dozen countries that kiss 
the Caribbean seem to be the stuff of 
dreams. But for many of them, the dreamis 
becoming more of a nightmare. 

Some of these countries now face big 
debt problems (over 100% of GDP in Do- 
minica and Antigua), the result of persis- 
tent economic mismanagement. Tourism 
revenues have sagged, drug shipments 
(and consequent violence) are growing, 
and changing trade rules are causing grief. 

The islands argue that their small size 
makes it harder to cope with trouble. The 
Caribbean has the world's largest group of 
countries with small populations. Indeed, 
that is part of the region's charm. A few is- 
lands-Haiti, the Dominican Republic, 
Cuba-have sizeable populations. But in 
the English-speaking Caribbean, the giant 
is Jamaica, with a mere 2.6m people. 

Many of these dots in the ocean have 
sopped up thousands of workers in grow- 
ing bananas and sugar. But the crops sell 
mainly under preferential trade arrange- 
ments to the European Union. Now these 
agreements are being phased out. Most 
trade privileges for bananas go in 2006, for 
sugar by 2009. In September, Brazil and 
Australia announced that they would 
challenge the Eu's sugar subsidies at the 
World Trade Organisation. 

For some countries, the loss of these 


industries is a hard blow. The banana ex- 
ports of Dominica, a country of 71,000 
people, earned $24m in 1993; a mere $9m 
in 2000. Where bananas can grow, so can 
fine marijuana. Both St Vincent and Ja- 
maica have been producing ganja in quan- 
tity for decades, and are now graduating to 
transshipment of cocaine. 

Now it is the turn of sugar. Already, the 
competitive pressures have grown. With- 
out protection, only Guyana and perhaps 
Belize can compete with Brazil-and then 
only with substantial investment and job 
losses. Jamaica's producers will probably 
be wiped out. They are notoriously inef- 
ficient: because the ancient machinery in 
refineries frequently breaks down, cut 
cane sits for hours in the sun, its sugar con- 
tent seeping away. Even Cuba is shutting 
almost half of its refineries, creating a vast 
potential unemployment problem. 

Trade privileges for rum and rice are 
also disappearing. For those islands that 
have diversified into offshore financial ser- 
vices, the OECD's campaign to curb tax ha- 
vens and tighter regulations on money- 
laundering are both threats, but these tiny 
places, like the Caymans, remain ex- 
tremely rich. Winston Cox, once governor 
of the central bank of Barbados and now 
deputy secretary-general to the Common- 
wealth Secretariat, argues that the tax-ha- 
ven campaign has "severely affected" fi- 
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nancial services in the region and led to a 
slowdown in the rate of formation of new 


companies, but the absolute number of . 


companies continues to increase. 

The biggest earner for most Caribbean 
countries is tourism. It wobbled after last 
year's terrorist attacks but now seems to be 
gaining, perhaps from tourists fleeing In- 
donesia and Thailand. In Jamaica, arrivals 
are down by 11% compared with the first 
half of last year; in Turks & Caicos, by 17%. 
But tourism in Barbados was more 
sprightly in July to September this year 
than it had been in January to June. 

The problem with tourism is the high 
running cost of hotels, and all the islands 
fret about competition from cruise ships 
and other resorts. Cuba, already (with an- 
nual growth of around 20% in the late 
1990s) the world’s fastest-growing tourist 
industry, will grow even faster once Fidel 
Castro goes and Americans can visit freely. 
Mexico’s Cancun and Cozumel enjoy 
lower labour costs than most Caribbean 
countries, and offer the same sun and sea. 

Tourism needs stability. But drugs traf- 
fic through the Caribbean has been boom- 
ing, and with it violent crime. A recent esti- 
mate by the United Nations Drug Control 
Programme puts the net regional earnings 
of the Caribbean drug industry at $3.3 bil- 
lion, or nearly half the GDP of Jamaica or 
Trinidad. In Jamaica, tourists are often kept 
coralled in special resorts behind walls. 

Caribbean countries frequently argue 
that their small size entitles them to special 
concessions in, for instance, current nego- 
tiations on the Free Trade Area of the 
Americas. Trade liberalisation poses pro- 
blems for some countries, notably the Ba- 
hamas, because it will force them to scrap 
customs duties, their main revenue source. 
But the requirement for reciprocity also 
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* scares them: "What does the United States 


want in reciprocity from a country like St 
Kitts, with 40,000 people?" asks Richard 
Bernal, the region's head negotiator. 

However, argues Alvin Wint of the Uni- 
versity of the West Indies in a recent paper, 
smallness is not always a handicap. Some 
tiny countries (such as Singapore, which in 
the early 1970s had the same Gpp per head 
as Jamaica) are wealthy; some giants are 
poor. The most thriving Caribbean econo- 
mies are not the biggest but include the Ba- 
hamas and Barbados, with their winning 
tourism and financial services. Economies 
of scale do not matter equally in all indus- 
tries. In tourism, small is successful, says 
Anthony Clayton, of the University of the 
West Indies in Jamaica: the Caribbean's 
small destinations make twice as much 
per tourist as the seven big ones. 

"The fundamental competitive advan- 
tage of a small economy is the ability to be 
hospitable to the world, [and]...nimble,” 
concludes Mr Wint. Well led and well 
managed, even a dot in the ocean can en- 
joy economic success. W 


Venezuela 


The chaos party 


CARACAS 
Now Chavez takes over the police—or 
tries to 


HEN the capital’s police force has 

two rival command structures, its 
main motorway is blocked by burning 
barricades and the only way its mayor can 
personally deliver a message to parlia- 
ment is when he goes in company with a 
National Guard riot squad, the word 
“chaos” seems apt enough. When the 
secretary-general of the Organisation of 
American States (OAs) has to take up semi- 
permanent residence in a country, be- 
cause thatis the only way government and 
opposition will speak to one another, “un- 
governability” is the next word that comes 
to mind. This vocabulary has become the 
stuff of the daily news for Venezuelans, as 
President Hugo Chavez's populist “revolu- 
tion” falls apart—and the president contin- 
ues publicly to wonder what the fuss is 
about. 

In the early hours of Saturday, Novem- 
ber 16th, Mr Chavez did what his oppo- 
nents had long predicted, and seized con- 
trol of the Caracas metropolitan police 
force (PM). Or rather, he tried to. The osten- 
sible grounds for this unconstitutional act 
were that Mayor Alfredo Pena-a fiery 
Chavez opponent—was using the force for 
personal political ends, putting the lives 
and security of Caracas residents at risk. 
The result was a dangerous stand-off, with 
army and National Guard troops, 


Ibero-American summits 
Aznar’s dream 


BAVARO, DOMINICAN REPUBLIC 


Hearts, minds and policies across the Atlantic 


OES the world need another inter- 

national talking shop? And a garru- 
lous Latin one at that? “Absolutely not,” 
insists Spain’s prime minister, Jose 
Maria Aznar. But ever since they began, 
in 1991, the annual summits of Latin 
American and Caribbean countries with 
their colonial forefathers, Spain and Por- 
tugal, have been turning into just that. 

So Mr Aznar has asked Brazil’s outgo- 

ing president, Fernando Henrique Car- 
doso, to draw up plans for a punchier 
Latin lobby like, say, the (formerly Brit- 
ish) Commonwealth or even the Euro- 
pean Union. The beefed-up body could 
act as a self-regulator, making sure mem- 
bers adopt policies based on “fiscal disci- 
pline” and “institutional stability and 


equipped with machineguns and ar- 
moured vehicles, attempting to impose a 
new leadership on the PM against the will 
of most of its officers. 

The takeover was the brainchild of the 
radical "Taliban" among the president's al- 
lies: Lieutenant Diosdado Cabello, the in- 
terior minister; General Jorge Garcia 
Carneiro, the head of the Caracas military 
garrison; and Freddy Bernal, a former met- 
ropolitan policeman who is now mayor of 
the Libertador municipality of Caracas. 
The deafening silence from the armed- 
forces’ high command and the defence 
minister suggested that they had been left 
out of the loop. 

One reason for the takeover, the oppo- 





A continuing death-knell 


integrity" (stamping out corruption, con- 
fining generals to barracks) which, Mr 
Aznar says, have served Spain well. 

It should, he says, "speak with one 
voice". That might be difficult. At 
present, 21 countries, with 489m people, 
are represented at the meetings. Some 
Anglophone islands, such as Jamaica, 
would like to come too. At this week's 
summit in the Dominican Republic, 
there was plenty of wrangling over im- 
migration and EU protectionism. But Mr 
Aznar dreams on. He foresees a secre- 
tary-general of weight and influence to 
be elected, if next year's conclave ap- 
proves, around 2004-the year that sees 
the end of his second and final mandate 
as prime minister. Mere coincidence? 


sition groups allege, is that Mr Chavez is 
deliberately provoking them. His aim is to 
make them abandon the negotiations 
chaired by Cesar Gaviria, the head of the 
OAS, and to head off an imminent referen- 
dum on his presidency. A so-called “state 
of exception"—which would allow the sus- 
pension of certain constitutional guaran- 
tees—cannot be ruled out. But there is a 
high price to pay. By failing to consolidate 
his grip on the police, Mr Chavez looks not 
only authoritarian but incompetent. He 
has, in other words, become the leading 
member of the chaos party. 

For the world at large, and the United 
States in particular, this creates a serious 
dilemma. Embroiled as it is in the show- 
down with Iraq, America can ill afford 
chaos in the oilfields of Venezuela. For the 
past six months it has been reluctantly co- 
sying up to the leftist president, on the 
grounds that it would be risky to unseat 
him. Now that assessment will have to be 
revised. Already, comments from the State 
Department have begun to suggest a re- 
turn to the more frosty relationship of 
early 2002. 

But what to do? By rights, the OAs 
should wave its brand-new Democratic 
Charter at Mr Chavez, who is almost cer- 
tainly in breach of its provisions on the 
separation of powers. But Venezuela is a 
principal oil exporter, and few—if any— 
governments in the region can stomach 
the idea of a confrontation. Besides, chal- 
lenging an incumbent elected ruler might 
set a precedent that could rebound on 
them. In the past, Mr Chavez, a former 
army officer with a penchant for coups, 
has thrown in the towel only when faced 
with a stronger military force. Could it 
come to that again? m 
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Colombia's economy 


So much to do 


BOGOTA 
And very little time before Congress 
adjourns 


OME politicians might relax with a 74% 

approval rating. Not so Alvaro Uribe, 
Colombia's workaholic, disciplinarian 
leader. Mr Uribe has proved popular in his 
first 100 days in office, tearing around the 
country to listen to problems large and 
small, and raising confidence with tougher 
security measures aimed principally at 
curbing the strength of the FARC, the larg- 
est left-wing rebel army. But he knows the 
next month could be one of the most cru- 
cial in his four-year term. 

It was Mr Uribe's misfortune to inherit 
not just an escalating armed conflict, after 
three years of fruitless peace talks with the 
FARC, but also a faltering economy that 
has never really recovered from 1999's 
deep recession. Growth this year is fore- 
cast to be a weak 1.6%. Urban unemploy- 
ment affects one in six. Such poverty of 
opportunity drives many into the ranks of 
the FARC or the AUC, their paramilitary 
opponents, or into the widespread illegal 
drugs trade. 

Mr Uribe would like to raise social 
spending and also needs to pay for his 
promised military build-up. But over the 
past decade government spending has 
outpaced tax income, partly because of ex- 
tra spending commitments enshrined in a 
1991 constitution. The result has been ris- 
ing debt (now around 50% of GDP) and a 
fiscal deficit estimated at 4% this year. 

A one-off wealth tax decreed in August 
is intended to raise around $800m. But 
that is for extra defence spending, and 
does not address the fiscal gap. To stabilise 
the debt burden, the government reckons 
it needs to generate a primary surplus (ie, 
before interest payments) of around 3% of 
GDP. But this year's primary surplus is ex- 
pected to be only 0.7%-0.9% of GDP. Mr 
Uribe and his economic team are search- 
ing for ways to make up the difference. 

As a first step, the president has con- 
vinced multilateral bodies to step up lend- 
ing. The Inter-American Development 
Bank, World Bank and Andean Develop- 
ment Corporation have together pledged 
$9 billion or so of loans over the next two- 
to-three years, while an expected standby 
agreement with the IMF will give potential 
access to a further $2 billion over two 
years. This multilateral support has halted 
the peso's sharp depreciation and calmed 
Wall Street. But Mr Uribe has only bought 
some time; and many loans are anyhow 
conditional on structural reforms. 

Hence the importance of the next few 







ZI S 
Wanted: ways to raise revenue 


weeks, when Congress is due to approve 
or reject a raft of measures which Mr Uribe 
(backed up by investment analysts) deems 
vital. Lawmakers are studying pension re- 
form to reduce the future burden of state 
payments, and labour reforms to cut em- 
ployment costs. They are also being asked 
to give Mr Uribe special powers to merge 
or eliminate some ministries and other 
parts of the government bureaucracy. 
Around 40,000 state jobs would be cut 
during his term, 30,000 of them by not re- 
placing staff who retire. 

Another component being considered 
by Congress- perhaps the most urgent in 
the short term-is a tax reform designed to 
raise revenue by 1% of GDP next year and 
more in subsequent years. Mr Uribe, who 
at one time wanted a less onerous reform, 
sees recessionary dangers in imposing 
more taxes when growth is weak. But the 
prevailing wisdom is that, in the current 
fiscal crisis, nothing less will suffice. 

With less than a month of normal legis- 
lative sessions left, Mr Uribe is clearly anx- 
ious. But his supporters have a majority in 
both houses of Congress, and should be 
able to get these reforms through before 
the end of the year. That may be as long as 
Colombian bond-holders and rating agen- 
cies are prepared to be patient; many of the 
reforms have been promised for years. 

Some spending cuts—another plank of 
the government's deficit reduction plans— 
require constitutional changes, which Mr 
Uribe wants to put to the public in a na- 
tional referendum which will also cover 
political reforms. If Congress approves its 
text before Christmas, the referendum will 
probably be held in March. The president 
must hope he can keep his high approval 
ratings for another few months, atleast. 8 
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Vancouver's new mayor 


A Mountie roars in 


VANCOUVER 


Even beautiful cities need hard work 


ITH its staggering setting of moun- 

tains and sea and its elegant sky- 
scrapers ranged along the bay, small won- 
der that Vancouver has been rated by the 
United Nations as one of the best places in 
the world to live. But Canada's third-larg- 
est city has another side: the Downtown 
Eastside, where crime and drug abuse are 
rampant. It is the setting for Canada's larg- 
est-ever serial murder case, the disappear- 
ance of 63 prostitutes over 20 years. Robert 
Pickton, a 52-yearold pig-farmer, is 
charged with killing 15 of them; police, an- 
thropologists and bone experts continue 
to sift the soil of his farm in suburban Port 
Coquitlam for more human remains. 

For the past 16 years Vancouver has 
been controlled by a right-wing party, the 
Non-Partisan Association (NPA), which 
kept taxes down but did little to tackle the 
running sores of the Eastside. On Novem- 
ber16th, however, the centre-left Coalition 
of Progressive Electors (COPE), the peren- 
nial opposition, won the mayor's office 
and most seats on the city council, as well 
as taking over the school and park boards. 

The new mayor is Larry Campbell, a 
straight-talking 54-year-old who has not 
tried politics before. Mr Campbell was 
once a drug-squad officer with the Mount- 
ies and chief provincial coroner (becom- 
ing, in the process, a model for a crusading 
coroner in a TV series). Neglect of the East- 
side was the focus of his campaign. His 
NPA rival, Jennifer Clarke, failed to per- 
suade the voters that after nine dithering 
years on the city council she could take the 
firm decisions that were needed. 

Some see provincial implications in 
this. Two years ago, the Liberal Party 
routed the leftish New Democratic Party 
government of British Columbia, leaving 
the NDP with only two seats. Since then, 
Premier Gordon Campbell (no relation to 
Larry) has imposed tough budget and ser- 
vice cuts. Could the tide be about to turn 
against such conservative tight-fistedness, 
as it has in Vancouver? The NDP will hope 
so, but there was no clear rebellious trend 
in municipal elections elsewhere. 

Mr Campbell promises an open, re- 
formist government that believes "no- 
body in our city is disposable". Most Van- 
couverites clearly liked that message. They 
refuse, as Trevor Boddy, a local pundit, 
wrote in the Vancouver Sun, "to see their 
city go Brazilian—a life of splendour seen 
from à fortress-like apartment tower over- 
shadowing a festering favela." m 
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Israel and the Palestinians 





Bloodshed and its punishment 


JERUSALEM 


Palestinian acts of violence, in Jerusalem and in Hebron, call for a response. But a 
plan to expand Jewish settlement in Hebron is misconceived vengeance 


OW will Ariel Sharon respond to the 

latest act of Palestinian terrorism 
against Israel? On November 21st a suicide 
bomber killed at least ten people on a Jeru- 
salem bus carrying people to work and 
children to school. It was the first suicide 
bombing in Israel since the beginning of 
the month, and the first in Jerusalem since 
June. The prime minister, facing an elec- 
tion in January against a rival, Binyamin 
Netanyahu, who is attacking him from the 
right, will be under pressure to be even 
tougher, and less merciful, than usual. 

Earlier this week Mr Netanyahu had 
been repeating his mantra—that Yasser 
Arafat be deported and the Palestinian Au- 
thority dissolved—after a bloody incident 
in Hebron on November 15th when 12 Is- 
raeli soldiers and security men (including 
the colonel commanding the Hebron area) 
had been ambushed and killed in a 
lengthy firefight with three Islamic Jihad 
gunmen. Mr Sharon resisted his rival's call: 
the Americans have made it clear that they 
would consider it a bad mistake. But the 
temptation to act against the Authority 
will be stronger now: Israeli voters hold it 
responsible, at the very least, for not doing 
enough to stop terrorism. 

Mr Sharon had a different answer for 
Hebron, and one that in the long run is lit- 
tle less dangerous The soldiers had been 
escorting a group of worshippers back to 
Kiryat Arba, the large Jewish settlement 


just outside Hebron, after their Sabbath 
eve prayers at the Tomb of the Patriarchs 
inside the city. "I have instructed the 
army", said the prime minister, "to study 
the possibility of creating territorial conti- 
guity" between Kiryat Arba, the Tomb and 
Jewish enclaves inside the city. His pro- 
posed settlement salient would encom- 
pass the Tomb, known to Muslims as the 
Ibrahimi mosque, the towering Herodian 
structure in Hebron that houses shrines sa- 
cred to both Jews and Muslims. It would 
be the most blatant repudiation of the 
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Sharon government's purported policy of 
not building new settlements in the Pal- 
estinian territories—though a slew of cara- 
van-outcrops dotted around the West 
Bank already give the lie to that policy. 

The 450 Jewish settlers inside Hebron, 
and the 6,000-odd in Kiryat Arba, did not 
see the prime minister's suggestion as 
mere campaign hype. They are well- 
schooled on how to turn bloodshed and 
tragedy into territorial gain. In the past, 
each attack against them has resulted, 
through their persistent political lobbying, 
in further creeping annexation. Just this 
year, a cluster of hard-core caravan dwell- 
ers at an archaeological site in the city, shot 
at almost nightly from the Palestinian 
parts of town, finally got the defence min- 
istry to approve a new stone-and-concrete 
complex. This, they intend, will become 
the latest Jewish residential enclave in the 
city of 130,000 Palestinians. 

The Hebron settlers include violent 
groups. They can embarrass Mr Sharon, 
both with middle-of-the-road Israelis and 
with the American administration. At the 
same time, Mr Sharon retains a basic sym- 
pathy with the settlers' goals. 

The ambush occurred in the part of He- 
bron that is still Israeli-controlled. The city 
was divided in 1997: in return for being al- 
lowed to transplant himself and his fledg- 
ling Palestinian Authority from Gaza to the 
West Bank, Yasser Arafat agreed that Israel 
should retain "interim" control over the re- 
ligious and commercial heart of the sec- 
ond-largest city in the West Bank. Some 
30,000 Palestinians live in this part of the 
city, together with the settlers. When Mr 
Sharon seemed to suggest that, under the 
proposed arrangements, the number 
might be reduced to 2,000, it confirmed 
the Palestinians' deepest fears about the 
prime minister's intentions. 
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Since the intifada erupted in September 
2000, the Palestinians in the Israeli enclave 
have been under more or less permanent 
curfew, schools have been comman- 
deered as army bases, and businesses 
have closed because Palestinian cars (in- 
cluding ambulances) and sometimes pe- 
destrians are prevented from entering the 
area from the rest of Hebron. The settlers, 
protected by some 1,000 soldiers, are free 
to come and go as they please, whether 
there is a curfew or not. The area is heavily 
policed with floodlit observation posts 
and army checkpoints, plus settler vigilan- 
tes who routinely vandalise, and some- 
times burn, Palestinian properties. 

In immediate reprisal for the ambush, 
the Israeli army razed several Palestinian 
houses on the site. Within 24 hours, Jewish 
settlers had established a new "outpost" 
on the ruins. Army bulldozers uprooted a 
nearby Palestinian olive grove and, on No- 
vember 18th, the government issued de- 
molition orders for 15 Palestinian houses 
that line the route from the enclave to Ki- 
ryat Arba. “The army avenges,” said a set- 
tler spokesman. “And we will build.” Or- 
dinary Palestinians face suffering for the 
ambush. But a much greater number may 
now be punished for an unconscionable 
act of terrorism in Jerusalem. 8 


Anti-terrorism in the Gulf 
Rooting out their 
radicals 


CAIRO 
Saudi Arabia, Kuwait and Yemen have 
to admit that allis not asit should be 


RINCE NAYEF, Saudi Arabia's dour 

and taciturn minister of the interior, 
likes to pretend that all is well in his king- 
dom. Only now, a year after the attacks on 
America, has he confessed to holding 
some 100 Saudi nationals, charged with 
links to terrorism. This revelation, which 
followed a noon shoot-out in central Ri- 
yadh on November 16th between the po- 
lice and a group of Saudi veterans from the 
Afghan war, comes amid signs that secu- 
rity forces across the Arabian peninsula 
have adopted more aggressive tactics to 
root out their home-grown radicals. 

The change is a response to a growing 
sense of threat. This, say analysts, springs 
not so much from al-Qaeda itself, since 
most of that organisation's “assets” are be- 
lieved to have been established "offshore", 
out of reach of the Arab states that were 
hostile to it long before September 11th. 
Rather, the threat comes from small groups 
of fellow-travellers swayed by the ro- 
mance of Osama bin Laden, fired by 
America's perceived belligerence towards 
Muslims, and supplied by a flourishing 





Kuwait now shoulders terrorism 


clandestine trade in small arms. 

Since September 11th, such groups have 
been responsible for relatively minor at- 
tacks, such as the recent shootings of 
American soldiers in Kuwait. The worry 
that something bigger may be in store has 
prompted moves not only against al- 
Qaeda, but against the group's potential 
sympathisers. These include radical 
preachers, and some of the region's 
20,000 or so veterans of the Afghan war 
against the Soviet Union. 

The Kuwaiti authorities are interrogat- 
ing three Afghan veterans accused of fun- 
nelling cash to al-Qaeda operatives in Ye- 
men. Initial reports suggested that the 
arrested men, among them a former cap- 
tain in the Kuwaiti army, had financed the 
attack last month on a French oil tanker off 
the Yemeni coast. The money, sent via 
Saudi intermediaries, was apparently also 
intended for an aborted car-bomb attack 
on a hotel in the Yemeni capital that is fre- 
quented by American security people. 

The suspects have since retracted their 
confessions, but their arrests, along with 
those of two Muslim preachers who 
praised attacks on American soldiers, 
mark a change in tactics. Until recently, the 
Kuwaiti police had been reluctant to pur- 
sue and prosecute their own citizens for 
fear of stirring a backlash by powerful Is- 
lamist politicians. Kuwaiti press reports, 
meanwhile, hint that another suspect, re- 
cently taken into American custody and 
claimed by American officials to be one of 
the top 20 al-Qaeda commanders, was 
captured in the emirate. 

In Yemen itself, tension has been 
roused by the November 3rd rocket strike 
from an American drone aircraft that 
killed six suspected al-Qaeda fugitives. 
The attack sparked a firestorm of public 
protest over what was seen by many Ye- 
menis as a breach of sovereignty. The gov- 
ernment, forced by Pentagon leaks to ad- 
mit its collaboration with America, has 
belatedly pleaded that it is simply con- 
forming to UN resolutions that demand 
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> tion" of African leaders. He was even on 
good terms with Ethiopia. But with breath- 
taking speed, he has managed to alienate 
practically everyone. 

In 1998, for no reason that could re- 


motely justify the ensuing carnage, Mr Af- 


werki went back to war with Ethiopia. The 
two countries made peace again in 2000. 
Since then, nothing seems to have gone to 
plan. Elections scheduled for the end of 
last year have been put off indefinitely. 
Many members of Mr Afwerki's cabinet, 
including several men who shared with 
him the hardships of the liberation war, 
have been sacked or jailed. The govern- 
ment says its prisoners were working to 
destabilise Eritrea on behalf of foreign en- 
emies. It cites the fact that, last month, 
some dissidents met in Addis Ababa, Ethi- 
opia's capital, to discuss plans for a "gov- 
ernment-in-exile", which would work to 
overthrow the president. 

America has publicly accused the Eri- 
trean government of violating human 
rights; it is particularly angry that two lo- 
cals employed by the American embassy 
in Asmara have been held without charge 
fora year. Mr Afwerki responded by accus- 
ing the cIa of trying to overthrow him, 
which America denies. Aid still flows to 
Asmara, but America has put on hold 
plans for military co-operation with Eri- 
trea, using its tiny neighbour, Djibouti, as a 
regional base instead. 

Mr Afwerki insists that it is too early to 
talk about democracy, so soon after a war 
that threatened Eritrea's very existence, 
and adds that simplistic, western political 
formulae may not suit Eritrea, any way. But 
these explanations no longer satisfy many 
Eritreans. Most of the country's older gen- 
eration either fought, or lost family mem- 
bers, in the two wars, and have seen little 
reward for their sacrifices. They are anx- 


Corruption in Mozambique 


Who killed the fly? 


JOHANNESBURG 


The suspects are naming names, some of them very high up 


€&"T^HEY called him a nuisance, a pes- 
tering fly that was always there." 

Nina Berg's husband, Carlos Cardoso, an 
investigative journalist in Mozambique, 
was murdered by gunmen in November 
2000. His widow has no doubt that it 
was because he challenged too many 
powerful people. In particular, Cardoso 
took too much interest in a 1996 bank 
scandal, in which about $14m was 
looted from Mozambique's largest bank, 
BCM, on the eve of its privatisation. 
Other journalists forgot about it, but Car- 
doso kept digging, and eventually 
caused the attorney-general and six oth- 
ers, whom he accused of deliberately 
bungling the investigation, to be sacked. 
A few months later, he was shot dead. 

His six alleged killers went on trial 
this week, in a tent in the grounds of a 
top-security prison. One of the accused 
is being tried in absentia, having disap- 
peared from jail two months ago, appar- 
ently after threatening to expose his ties 
with senior members of the ruling 
party, Frelimo. The remaining five all 
claim to have been acting as go-be- 
tweens for bigger fish. One of the ac- 
cused, Manuel dos Anjos Fernandes, has 
admitted taking part in the killing but 
claimed to have acted on orders from 
Nyimpine Chissano, the son of the presi- 
dent of Mozambique, Joaquim Chis- 
sano. Other well-known businessmen 
and politicians have also been named. 

Mozambicans watched the opening 
arguments live on television, but then 
the judge barred cameras from the court- 
room, arguing that they might prejudice 
the trial. Details are sure to leak, how- 
ever. People hope the case may cast light 
on several murky issues. For example, 
who murdered the official in charge of 
banking supervision, Antonio Siba Siba, 
last year? He was also investigating 
banking scandals. 


ious to start rebuilding their lives, but Mr 
Afwerki is demanding yet more sacrifices 
from them-or, rather, from their children. 

Despite repeated promises, most of the 
200,000 young men and women called up 
to fight Ethiopia, out of a population of 
only 4m, have yet to be demobilised. 
Many have been sent to guard the coun- 
try's border with Sudan, another neigh- 
bour Mr Afwerki fears. Others have been 
put to work, compulsorily, building roads, 
dams and houses, often in difficult condi- 
tions and for less than $40 a month. Mean- 
while, agriculture is neglected, leaving 


More broadly, how corrupt is public 
life in Mozambique? Dangerously so, 
seems to be the answer—though the 
economy is booming, nonetheless. The 
president of the Supreme Court, Mario 
Mangaze, recently admitted that the ju- 
diciary is riddled with extortion and 
bribery. Albano Silva, a lawyer who sur- 
vived an assassination attempt while in- 
vestigating the BCM scandal, says he 
fears that the state is being taken over by 
organised criminals. 

Pressure from donors probably helps 
to keep graft in check; few believe this 
trial would have happened without it. 
The pesky flies of the press still do a bit 
of pestering, but they are ill-paid and 
subject to intimidation. In one bizarre in- 
cident, three journalists probing the 
president's son were sent dozens of live 
chickens, allegedly by the president's 
wife, Marcelina. They saw this as a 
threat (Nyimpine Chissano is known as 
the "son of the cockerel"). The presi- 
dent's wife denies any wrongdoing. 





Cardoso dug too deep 


more than 1.4m Eritreans in need of food 
aid, and private businesses and govern- 
ment offices cannot recruit. But the govern- 
ment, which increasingly consists of army 
officers, continues to conscript yet more 
young people for national service. 

Many Eritreans would like to emigrate, 
but first they must apply for an exit visa. 
These are growing hard to obtain: many 
applicants with offers of jobs or scholar- 
ships abroad have been turned down. 
Given the country's dependence on remit- 
tances for foreign currency, this practice 
seems particularly loopy. m 





The politics of an oil spill 
An accident at sea creates much froth 


The desire to blame someone for this week's oil spill has produced more heat than 


lightin several European countries 


S MUCH claptrap as oil had flowed out 
of the tanker Prestige before it sank, in 
two pieces, 245km (about150 miles) off the 
coast of north-west Spain this week. Some 
came from environmentalists, overstating 
the likely disaster to marine life (see page 
75). Most came from the Spanish govern- 
ment or its offshoots. 

The ship, carrying 77,000 tonnes of 
heavy oil, was bound from Latvia to Singa- 
pore when it ran into heavy weather on 
November 11th and on the 13th sent out a 
distress call saying the hull had ruptured 
and oil was leaking. The captain and the 
Greek operator, acting for Mare Shipping, 
nominally Liberian but in practice Greek, 
thought it should be towed into a Spanish 
port. Spain's authorities refused, but it 
drifted shoreward anyway. So, at Spanish 
insistence, the Prestige was eventually 
towed well out to sea and then south, to- 
ward Portuguese waters. Meanwhile, sev- 
eral thousand tonnes of oil that had al- 
ready escaped were polluting the Spanish 
coast, forcing fishermen, lobstermen and 
gatherers of shellfish to stay at home. 

Portugal then took a hand, sending a 
frigate to make the tugs turn westward, far- 
ther out to sea. The final decision was with 
the weather: twisted by the seas, on Nov- 
ember 19th the ship, watched by a Spanish 
frigate as well, broke in two and went 
down, leaking more oil but even so taking 
maybe nine-tenths of its cargo to the bot- 
tom. There, at about 3,600 metres, the cold 
and pressure, say experts, will turn the oil 
into a gel, which will in time float up, but 


may stay there for decades, doing no harm. 

But the costs already incurred by 
Spain's fishermen are real; so too the risk to 
next year's tourism, not least in the cele- 
brated rias, the beautiful inlets along the 
coast of southern Galicia. The clean-up— 
already under way, though south-west- 
erly winds were driving more oil onto the 
beaches even as the army and others 
worked to clear them—will take months 
and cost many millions of euros. 

The political froth should be easier to 
disperse. It began with the Spanish gov- 
ernment and the European Union's trans- 
port commissioner, Loyola de Palacio, a 
Spaniard, whose older sister Ana happens 
to be Spain's foreign minister. Though Eu 
commissioners are meant, indeed sworn, 
to leave national loyalties at home, she 
was already notorious for her zeal to de- 
fend Spanish interests—in farming, for in- 
stance—sometimes even to the embarrass- 
ment of her home government. This time 
too she did not let down her admirers. 

The first Spanish line was that the 26- 
year-old Prestige should have been prop- 
erly inspected in the British colony of Gi- 
braltar when it called there, and had not 
been. Ms de Palacio went further, saying 
here was another example of the tax eva- 
sion, smuggling and general bad behav- 
iour that Spaniards claim to be typical of 
the colony. It is indeed a popular bunker- 
ing place for ships (which involves no 
smuggling, but displeases its Spanish com- 
petitor, Algeciras). Quite separately, it is a 
place where local Spanish motorists hap- 
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pily fill up with cheap petrol and forget to 
tell the customs men on their way back 
home. The Prestige was not carrying petrol. 

No matter; the next line was that the 
ship had been bound for Gibraltar. That 
was "very plain", said Spain's prime min- 
ister, Jose Maria Aznar; “an objective fact", 
said his deputy, Mariano Rajoy. "Non- 
sense," said British diplomats, irked, even 
they, at this attempt to turn the stricken 
ship into a weapon in the two govern- 
ments' debate about the future of the col- 
ony, over which both-against Gibraltar- 
ian wishes—want to share sovereignty. 

The British were right: the Prestige's des- 
tination was indeed Singapore. And that 
inadequate inspection? EU countries are 
meant to inspect 25% of all ships visiting 
their ports. The British snorted tartly that 
within the past five years the Prestige had 
called at many EU ports, including Algeci- 
ras and Las Palmas, in the Canary Islands, 
legally part of Spain; and only once, last 
June, had it moored at Gibraltar—outside 
the port, to refuel. As for the European 
Commission (read: Ms de Palacio) it 
should have fact-checked its charges, and 
would it now kindly withdraw them. 

In sum, much ado about pure, or politi- 
cally inspired, fantasy. Less so was envi- 
ronmentalists' criticism that Spain should 
have let the ship come inshore, or even 
into port, for the oil to be transferred to an- 
other vessel; the operator's lament that 
Spanish police had arrested the captain for 
refusing to start his engines to take the ship 
offshore (which would further damage its 
hull, he said, as itindeed did when he later 
complied); and some growls from Portugal 
at the way the Spaniards had had the ves- 
sel towed in a direction that endangered 
Portuguese coasts too. Mr Rajoy would 
have none of it: Spain had "scrupulously" 
done all it was required to; nay, its deci- 
sions had averted a far worse disaster. 

The real issue was forcefully raised by 
President Jacques Chirac: what now? “Dra- 
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> conian" measures, he suggested, recalling 
the tanker Erika, which ran aground and 
similarly ravaged France's Brittany coast in 
1999. He condemned those, "especially at 
European level", who had failed to prevent 
the Prestige affair. In fact, the Erika wreck 
did, in 2000, inspire two sets of fresh rules 
from Brussels. But (thanks to national gov- 
ernments, not the European bureaucrats) 
they will begin to come into force only 
next July. 

Still, even today's rules might have 
caught the Prestige. Not the one banning 
single-hull tankers, like it, once they reach 
a certain age: the Prestige had three years to 
go. But the 25%-inspection rule is already in 
force. Yet of more than 10,000 inspections 
each year, the EU commission claims, only 
700 are really thorough. And of two coun- 
tries that the commission accuses of not 
meeting even their nominal quota, one is 
Ireland and the other, oops, France. 8 


France's new right 
More than just a 
name-change? 


PARIS 
Does a new name for the mainstream 
right mean it is truly united, for once? 


O NOW we know. France's centre-right 

has a new name. After weeks of arcane 
wrangling—one bizarre proposal was “La 
Maison Bleue" (the Blue House)-the UMP, 
formed earlier this year to re-elect Presi- 
dent Jacques Chirac, no longer stands for 
the self-explanatory "Union pour la majo- 
rité presidentielle". Now, following a spe- 
cial convention on November 17th, it is the 
"Union pour un mouvement populaire". 
Big deal, scoff the cynics, unimpressed by 
the predictably grandiose speeches, the 
star appearance of Jose-Maria Aznar—cen- 
tre-right prime minister of Spain—and the 
Internet voting by those party faithful un- 
able to get to the conference hall on the 
outskirts of Paris. 

Yet there are two reasons why the scorn 
may be misplaced. One is that the UMP 
will have a decisive role in the next presi- 
dential election, due in 2007. Why else 
was it so important for Alain Juppé, once 
Mr Chirac's prime minister and always 
one of his favourites, to be elected the re- 
named uMpP’s very first president? 

The second is that for the first time in 
the 44 years of the nation's "Fifth Repub- 
lic" the right can reasonably claim to be 
united in a single party. From the alphabet 
soup of French politics, the UMP has em- 
braced the Gaullists’ RPR (Rally for the Re- 
public, founded by Mr Chirac) and the 
free-marketeers' DL (Liberal Democracy), 
and enticed massive defections from the 
Europe-minded upr (Union for French 


A German review of history 


Another taboo broken 


A German historian describes German civilian suffering in the last world war 


OR decades after the second world 

war, Germans could not bring them- 
selves to talk about their own wartime 
suffering. Their burden of guilt was sim- 
ply too great. But more than half a cen- 
tury later, the old taboos are gradually 
being broken. A German historian has 
now written a book about the allies' 
bombing of war-time Germany, in 
which the Germans are for once de- 
picted as victims rather than villains. 

In "The Fire", Jórg Friedrich says that 
more than 1m tonnes of bombs were 
dropped by the British and Americans 
on 1,000 German towns and villages be- 
tween 1940 and 1945, killing some 
635,000 civilians, many of them chil- 
dren, in a deliberate campaign to under- 
mine civilian morale. It was, he says, 
"the biggest catastrophe on German soil 
since the Thirty Years War [of the 17th 
century]". Yet, apart from the fire-bomb- 
ing of Dresden and Hamburg, it is barely 
registered in the official German collec- 
tive memory. 

The 58-year-old Mr Friedrich says 
that, like most Germans of his genera- 
tion, he originally regarded the bombing 
as "the right nse to the crimes of 
the Third Reich". But he changed his 
mind. The mass-circulation daily news- 
paper Bild (Picture) is serialising extracts 
of his book. 

Itis still rare for a German to take a 
public look at the second world war 
from a German perspective. But things 
are changing. Earlier this year, Günter 
Grass, a Nobel prize winner, caused à 
tidal wave of agonised German heart- 


Democracy) of Francois Bayrou and the 
more nationalistic RPF (Rally for France) of 
Charles Pasqua. 

Only the parties of the extreme right, 
with whom Mr Chirac will have no truck, 
are definitively outside the fold. On the 
theory that a united party of the right will 
then be matched by a united party of the 
left, France may therefore now be on the 
road to a two-party system familiar to vot- 
ers in countries such as the United States, 
Britain, Australia, Spain or Germany. 

For the moment, that theory looks 
plausible enough. Earlier this month, Fran- 
cois Hollande, leader of a Socialist Party 
still shell-shocked by the presidential and 
parliamentary losses suffered between 
April and June, said: “I don't believe in the 
possibility today of a single party of the 
left." A week later the same Mr Hollande 
reacted to the UMP convention by declar- 





The civilian dead of Dresden in 1945 
searching with his novel “Im Krebsgang" 
(Crab Walk), in which he relates the di- 
saster of a German transport ship carry- 
ing German refugees from eastern 
Prussia, which was sunk off the Baltic 
coast by Russian torpedoes in early 1945 
with the loss of 7,000 lives, mostly 
women and children. 

“Never,” says the Old Man, Grass's al- 
ter ego in the book, "should we have 
kept silent about all that suffering simply 
because our own guilt was overpower- 
ing and our professions of regret para- 
mount for all those years, for we 
abandoned the suppressed reality to the 


right-wingers." 


ing: “We have the same need for unity and 
cohesion but not the same method." 

If by method Mr Hollande means the 
arm-twisting that gave birth to the UMP, 
then the Communists and the Greens— 
part of the Socialist-led coalition in the last 
government—will doubtless be relieved. 
The hard fact, however, is that both were 
humiliated in the spring elections and risk 
being further marginalised by proposed 
changes to the electoral system. 

In other words, if the left is to match the 
UMP, it will be up to the Socialists to 
present a united front at a special congress 
due to be held in Dijon next May. That im- 
plies an end to the doctrinal tensions that 
have existed between old-guard Socialists 
such as Henri Emmanuelli and the moder- 
nisers led by Dominique Strauss-Kahn and 
Laurent Fabius—and also an end to the per- 


sonal bad blood that has often set Messrs >> 





> Strauss-Kahn and Fabius at odds. 

But could the scoffers turn out to be cor- 
rect? Since France does not have an Ameri- 
can system of presidential primaries to 
sort out rival contenders, it is entirely pos- 
sible that the French right will revert to its 
traditional norms of backbiting disunity: 
witness the way Mr Chirac conspired to 
thwart the re-election of President Valéry 
Giscard d'Estaing in 1981. After all, just as 
Mr Juppé dreams of the presidency in 
2007, S0 doubtless does Nicolas Sarkozy, at 
present climbing in the opinion polls 
thanks to his energy as minister of the inte- 


rior. And why not a bid by Jean-Pierre Raf- 


farin, increasingly at ease as Mr Chirac's 
prime minister? Or even, muse some, a bid 
for a third mandate by President Chirac, a 
man who has always enjoyed both the 
pursuit of power and its trappings? 8 


Italy and the law 
An extraordinary 
verdict 


PALERMO 
However disputed, the conviction of an 
ex-prime minister for murder shocks 


vig, in STRUGGLING to accept such an 
absurdity." That is how Giulio Andre- 
otti, a dominant figure in post-war Italian 
politics, reacted to a verdict from an ap- 
peals court on November 17th that found 
him guilty of complicity in murder. 

Many Italians plainly agree; and many 
politicians, unwilling to believe Mr Andre- 
otti capable of such a crime, expressed sur- 
prise—and criticised the verdict. So did a 
clutch of church luminaries. Silvio Berlus- 
coni, Italy's current prime minister, joined 
the fray. But the murdered man's sister was 
bitter. “Not a word about my brother," she 
said. “Yet he was the victim". 

The court in Perugia sentenced Mr An- 
dreotti, 83, who served seven times as It- 
aly's prime minister, the last in 1992, to 24 
years in jail for ordering the murder in 1979 
of a journalist, Mino Pecorelli, who ran a 
political magazine in Rome. Also given the 
same sentence was Gaetano Badalamenti, 
a Mafia boss already serving a long stretch 
in the United States for drug trafficking. 

The case against Mr Andreotti was 
based largely on circumstantial evidence. 
It was the testimony of the late Tommaso 
Buscetta, the first high-level Mafia pentito 
(supergrass), that implicated Mr Andreotti 
in Pecorelli's murder. He and other pentiti 
told prosecutors that Pecorelli, who had 
close connections with the Italian secret 
services, was about to publish extremely 
damaging allegations about Mr Andreotti 
when he was shot. These supposedly con- 
cerned the kidnap and murder of Aldo 
Moro, the chairman of the Christian Dem- 


ocrats (and a former prime minister), by 
the Red Brigades in 1978, and revelations 
that Moro apparently made while in cap- 
tivity. 

The verdict overturned Mr Andreotti's 
and Mr Badalamenti's acquittal in the case 
in 1999. However, the appeals court up- 
held the acquittal of four other defendants 
(a former Rome prosecutor, two mafiosi 
and a right-wing terrorist), two of whom 
were the alleged gunmen. So the court sen- 
tenced the plotters of the murder but 
cleared the alleged executioners. 

Illogical, say critics of the verdict. The 
appeal court's detailed judgment, how- 
ever, has yet to be published, so itis not yet 
clear why it reached a guilty verdict. A dif- 
ferent interpretation of circumstantial evi- 
dence may be the logical answer. 

So who were the people who arrived at 
opposing verdicts on the same evidence in 
the two courts? In each of the lower and 
appeals courts, the judges consisted of two 
professional judges and six jury members, 
drawn from the general public. Verdicts are 
reached by majority. There is no way of 
knowing directly whether the two profes- 
sional judges dissented. 

This did not stop Mr Berlusconi from in- 
stantly trashing the verdict and lambasting 
the judiciary. Himself a current defendant 
in a judges-bribing trial in Milan, he said 
that the verdict echoed his own experi- 
ences at the hands of judges. “Mr Andre- 
otti is the victim of justice gone mad,” he 
said. "Politicised sections of the judiciary 
have sought to change the course of politi- 
cal democracy and rewrite Italian history." 

Alessandro Benedetti, a lawyer for Pe- 
corelli's sister Rosita, who is a co-plaintiff 
in Mr Andreotti's prosecution, said he was 
saddened by the reaction of “a political 
class outraged because one of its own had 
been found guilty". 


Time is on his side 

Mr Andreotti will appeal against the ver- 
dict to the final appeals court. In Italy, no 
one is considered guilty until a definitive 
conviction in this court. Mr Andreotti is 
unlikely ever to go to jail. 

But that is not the end of the story. An- 
other appeals court, in Palermo, the Sicil- 
ian capital, is expected to give its verdict 
next month on an appeal by prosecutors 
against Mr Andreotti's acquittal on charges 
of association with the Mafia in 1999 after 
a four-year trial. This case against him is 
that he put his political influence at the dis- 
posal of the Mafia and used that associa- 
tion to bolster his influence in his own 
Christian Democratic Party. If it were ac- 
cepted as a judicial fact that a politician of 
Mr Andreotti’s standing helped boost the 
Mafia's fortunes, another huge furore 
would certainly ensue. And Italy's grim 
reputation as a country which either has 
had (or has) crooked leaders or a biased ju- 
diciary would suffer still more. m 


Turkey's government 


So far so good 


ANKARA 
Turkey's new government may even 
help break the stalemate over Cyprus 


EARLY two weeks after the Justice and 
Development (AK) party swept to vic- 
tory in a general election, millions of Turks 
who voted for it discovered who their 
prime minister was to be: Abdullah Gul, a 
cheery, soft-spoken former banker, who is 
the number two in the Islamic-tinged 
party, which he helped found last year. 
Turkey's western allies and creditors 
are pleased. So, it seems, are the country's 
industrial elite and secular-minded gener- 
als. Mr Gul immediately affirmed that two 
of his main goals are to maintain Turkey's 
strategic partnership with the United 
States and to put his country firmly on the 
path towards joining the European Union. 
Born into a humble family in the con- 
servative Anatolian province of Kayseri, 
Mr Gul, 52, spent a chunk of his career in 
academia and as an economist at the Is- 
lamic Development Bank in Jeddah, Saudi 
Arabia, before falling under the spell of 
Necmettin Erbakan, the erratic founder of 
Turkey's Islamist movement. But he soon 
became one of Mr Erbakan's fiercest critics 
during the latter's brief stint as Turkey's 
first Islamic prime minister, which ended 
when the generals shoved him out after a 
year, in 1997, on the questionable grounds 
that he was seeking to steer the country to- 
wards Sharia rule. Joined by some 50 like- 
minded moderates, Mr Gul broke away 
from Mr Erbakan's lot to form AK, as the 
party is invariably called, its initials mean- 
ing “white” or “clean” in Turkish. Mr Gul is 
hugely popular among the party's rank 
and file. Western diplomats like him too. 
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> Erdogan, the AK leader, who was barred 
from becoming prime minister because of 
a previous conviction for allegedly seeking 
to stir up religious hatred by reciting a 
nationalist poem in public. Since the AK 
dominates parliament, a law is likely to be 
passed in the coming months to let Mr Er- 
dogan officially take charge—and take over 
Mr Gul's job as prime minister. 

To underline this, Mr Erdogan unveiled 
his government's "urgent action plan" be- 
fore a big crowd of journalists, just as Mr 
Gul was being quietly anointed prime 
minister by Ahmet Necdet Sezer, Turkey's 
president. Mr Erdogan has already fulfilled 
his campaign promise to cut Turkey's 
bloated cabinet from 36 to 25 ministers. 

Not all those appointed to the new gov- 
ernment won universal approval. Indeed, 
the keenly pro-secular President Sezer re- 
fused to accept one of them, Besir Atalay, 
as education minister. Mr Atalay is a for- 
mer university dean who had apparently 
been sacked for recruiting Islamic-minded 
teachers to help him campaign for the lift- 
ing of bans on Islamic-style headgear (in 
particular, the headscarf for women) on 
campus. As a result of Mr Sezer's interven- 
tion, Mr Atalay has been shifted to another 
ministerial post-and his original nomina- 
tion has been seized on by some pro-secu- 
larists as evidence that Mr Erdogan has not 
changed his Islamist spots after all. 

But most of the new cabinet are pro- 
westerners. They include Ali Babacan, a 
chirpy American-trained economist of 35 
who will oversee the IMF's programme of 
reforms that is already two years old. Then 
there is Yasar Yakis, a former diplomat 
whoisthe new foreign minister. An enthu- 
siast for Arabic language and culture, Mr 
Yakis has long been a bête noire in the eyes 
of the Turkish foreign ministry's snootier 
pro-Europeans, sometimes known as the 
“mon cher" brigade. Unlike many of them, 
however, Mr Yakis seems ready to make 
concessions over Cyprus in order to break 
the 28-year-old stalemate over the island 
between its Greeks and Turks. 

So, it appears, is Mr Erdogan. He has 
been visiting leaders across the EU. His first 
stop was Athens, where he declared a new 
UN plan to reunite the island as “an accept- 
able basis for negotiation", although he de- 
scribed proposals to reduce the size of the 
territory controlled by Turkish Cypriots as 
“abominable”. He also suggested, unreal- 
istically, that, at its grand summit in Co- 
penhagen next month, the Eu should give 
Turkey a firm date for starting negotiations 
over entry in the Union as part of a deal to 
clinch a settlement in Cyprus. 

Perhaps even more telling was a dec- 
laration by General Hilmi Ozkok, the chief 
of Turkey's general staff, that Cyprus was a 
matter for the politicians. That marks a 
dramatic shift from his predecessors' 
hawkish tirades about not giving up one of 
Turkey's most valuable strategic assets. 8 


The conflict in Chechnya 
A chance of 
peace? 


SPUTNIK CAMP, INGUSHETIA 
In the aftermath of the Moscow hostage 
crisis, Chechnya may yet change 


HEY live in neat rows of boxy green 

tents, in makeshift rooms partitioned 
with fibreboard in abandoned barns, in 
the houses of local families paid to take 
them in; they sit and wait out their days or 
look for work nearby or make the perilous 
journey back and forth to their old homes. 
But among all those who have fled the 
fighting in Chechnya, the refrain is the 
same: "We just want to live like normal 
people," says Azamat, a 21-year-old at the 
Sputnik camp, home to over 6,000 people, 
near Ingushetia's border with Chechnya. 

At the height of Russia's second cam- 
paign against separatist rebels in Chech- 
nya, which it began in 1999, there were 
230,000 Chechen refugees (or "internally 
displaced persons", since they are inside 
Russia) in Ingushetia. Now there are 
110,000-à ninth or a tenth of the Chechen 
population, depending on whether you 
believe aid agencies' estimates or the pos- 
sibly inflated results of a recent census. 
Some have returned to Chechnya only to 
go into camps there. Others have ventured 
back to Grozny, the capital, where life 
struggles to regain some normality despite 
sporadic fighting and a military curfew. 


Aerobics and exile 

Though cramped, living conditions are not 
so bad. There are electric lights and roaring 
gas stoves, library tents and shop tents and 
school tents and aerobics tents. Groups of 
children with uNICEF's support travel to 
Moscow or even abroad to take part in 
competitions or perform concerts. But 
families are fragmented, the future un- 
known. Life is in suspended animation. 

Aid workers have been bracing for a 
new influx, fearing a wave of repression 
after Chechen rebels took a Moscow the- 
atre and its audience hostage last month. 
There are a few ominous signs: small army 
bases have been dug in right at the edge of 
the camps and some residents report ha- 
rassment from the soldiers. In Moscow the 
police have been cracking down, some- 
times brutally, on Chechens and other 
people from the Caucasus. But refugees 
and foreign aid workers who have been to 
Chechnya recently say it has not much 
changed. The army seems to be obeying 
President Vladimir Putin's instructions to 
exercise restraint. 

In fact, Mr Putin seems to be using the 
hostage crisis to get more direct control in 
Chechnya-but not through force. It al- 
lowed him to discredit Aslan Maskhadov, 





Grim gateway to a better world? 


Chechnya's last elected president and now 
its rebel leader, as a partner for peace talks 
on the grounds that he might have had a 
part in the theatre attack. (Russia is trying 
to extradite Akhmad Zakaev, Mr Mas- 
khadov's foreign envoy, from Denmark, 
where he was arrested after a conference.) 
Mr Putin has also reshuffled most of the 
government officials responsible for 
Chechnya, except for Akhmad Kadyrov, 
the head of the Chechen administration in 
Grozny. This, says Nikolai Petrov, an ana- 
lyst in Moscow, is designed to give Mos- 
cow more control over the region's fi- 
nances, clipping Mr Kadyrov's wings. 

He will be needed, however, to admin- 
ister the next phase, which Mr Putin an- 
nounced shortly after the Moscow hostage 
affair. In March or April next year there 
will be a referendum to adopt a constitu- 
tion that will reiterate that Chechnya is 
part of Russia, formally negating its self- 
declared independence a decade ago. A 
few months later there will be a presiden- 
tial election. Mr Kadyrov is a likely con- 
tender, but his own credibility is low both 
in Moscow and in Chechnya. Someone 
who is loyal to Moscow but has popular 
support too would doubtless do well. That 
might be a Moscow Chechen or, more 
likely, a recognised local politician. 

The referendum and maybe the elec- 
tion, too, could be rigged; Russia tightly 
controls outside scrutiny of Chechnya, 
and public opinion is unknown. "The 
magic of the place is that we can't quantify 
anything," says an aid worker. But it may 
not be necessary. If the army's brutal ex- 
cesses against civilians can be curbed, if 
the rebels do not grow stronger, and above 
all if Mr Putin's project promises some 
kind of return to normality, the Che- 
chens-at least those who have known the 
refugee's life-may take what is on offer. 
And that would allow Mr Putin, shortly 
before his own re-election bid, to rescue 
some shreds of success from a policy to- 
wards Chechnya that so far has failed. m 
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Charlemagne | A change of generation 


Older Eurocrats in Brussels have often been driven by a post-war idealism that may now be fading 





ORRADO PIRZIO-BIROLI, head of staff for Franz Fischler, 

the European Union's agriculture commissioner, will retire 
within the next few years. His departure will mark another 
break with the generation for whom "building Europe" was a di- 
rect, personal response to the horrors of the second world war. 

The story of the Pirzio-Biroli family is told in a book (*A 
Mother's War") by Fey von Hassell, daughter of Ulrich von Has- 
sell, a German ambassador to Italy in the 1930s. She settled in It- 
aly and married Detalmo Pirzio-Biroli, the scion of a north Italian 
family. Her first son, Corrado, was born in late 1940; a second, 
Roberto, a bit over a year later. As the war went on, both her hus- 
band and her father became deeply involved in resistance move- 
ments in Germany and Italy: Detalmo as a partisan, Ulrich von 
Hassell as part of the circle of anti-Nazis who tried to assassinate 
Hitler in 1944. When Hitler survived the bomb plot, von Hassell 
was arrested and executed. 

Though his daughter knew nothing of the plot, she too was 
arrested at her husband's country house at Brazza, near Venice, 
and was moved to Austria with her sons, then aged three and 
two. There the boys were literally wrenched away from her and 
sent to an orphanage run by the ss. She was not told where they 
had been taken, and over the next eight months, with other rela- 
tives of the bomb plotters, she was moved around various pri- 
sons and concentration camps in Austria, Poland and Germany. 
She eventually ended up in Dachau, with a group of prominent 
political prisoners, among them Léon Blum, a pre-war socialist 
prime minister of France, the industrialist Fritz Thyssen, and Kurt 
von Schuschnigg, chancellor of Austria at the time (1938) when 
Hitler seized that country. The group narrowly survived the re- 
mainder of the war. Fey von Hassell was released and reunited 
with her husband. But her children had disappeared. After some 
months, the two boys were tracked down to a formerly ss-run 
children's hostel in Austria. Their names had been changed and 
they were about to be adopted by a local family. 

That history seems to have left Corrado Pirzio-Biroli with a 
strong belief in fate. He points out that his boss, Mr Fischler, was 
born in 1946 a couple of kilometres away from the orphanage 
where the Pirzio-Biroli boys were held. And few of Mr Pirzio-Bi- 
roli's jobs at the Eu have given him as much satisfaction as re- 
turning to Austria in the 1990s as the EU's ambassador and 


arguing successfully for Austrians to vote in favour of joining. 

The belief that European political integration was the only 
possible response to the second world war had already struck 
Fey von Hassell, in 1943. She wrote to her husband: “What a war! 
What destruction! At least if afterward there would be ‘brother- 
hood' among all European countries then it would nearly be 
worthwhile." Similar beliefs motivated many of the founding fa- 
thers of the EU. As a young man, Mr Pirzio-Biroli “marched for 
Europe" with one of them, Altiero Spinelli, in Rome. 

Some may find it ironic that Mr Pirzio-Biroli is ending his ca- 
reer as an administrator of the Eu's common agricultural policy, 
a baroque system of subsidies and red tape that seems to have 
little to do with idealistic dreams of European brotherhood. Yet 
the origins of the car are actually deeply rooted in the 1950s re- 
action to the war, when "self-sufficiency" in food production 
was still an important goal, and it seemed entirely reasonable 
that Germany should be compelled to subsidise French agricul- 
ture, more or less as a form of war reparation. These days it is the 
commission which is trying to reform and scale back the CAP, 


and the national governments of the eu member countries that | - 


are largely blocking reform. 
Idealism changes sides 


Yet the problem remains. A generation is growing up for whom > 


"Europe" often means not peace, but bureaucracy and technoc- 
racy. For many of today's young, the old slogans no longer work. 
Indeed, when Germany's then chancellor, Helmut Kohl, seven 
years ago said that European integration was a matter of “war 
and peace", his words were widely misinterpreted in Britain as a 
threat, and seemed embarrassingly overblown to many others. 
Although European leaders often like to say that they put their 
faith in young people to carry forward the great political project, 
youthful idealism does not always translate into support for the 
EU. There is indeed a rather dismal group called the “Young Euro- 
pean Federalists" who issue statements and turn up and sing 
songs at summits. But it is difficult not to feel that the real young 
idealists are the ones demonstrating against the EU from the 
other side of the barbed-wire barricades. 

European federalists are searching for a new argument with 
which to energise the young. Building a superpower to rival 
America is at times touted as a new rationale to replace “war and 
peace". Mr Pirzio-Biroli is not convinced. He believes that Euro- 
pean identity for today's young is a matter of cultural inter- 
change, not political transformation. Young people are now 
instinctive rather than idealistic Europeans, at ease with the idea 
of crossing frontiers, working or studying in other European 
countries, but not preoccupied by any need to "build Europe". 

But Mr Pirzio-Biroli himself is still keeping a watchful eye on 
the politics of Europe. He has just courted trouble by writing a 
letter to the Financial Times, attacking the EU's own policy of 
eventually admitting Turkey as a member. A younger colleague 
grumbles that such an action is typical of the static view of Eu- 
rope held by an older generation of commission officials, and of 
their willingness to push their own agenda regardless of what 
mere politicians think. Mr Pirzio-Biroli responds as might Valéry 
Giscard d'Estaing, the former French president now chairing the 
EU's constitutional convention, who recently set this cat among 
the pigeons: that inviting Turkey to join the Eu is “the kind of de- 
cision that can only be taken by people with no sense of Euro- 
pean history". @ 
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Britain 





Business and government 


Whinge gripe bluster 


British businesses' complaints about the government are only partly justified 


O HEAR Britain's corporate chieftains 

complain, one would never think that 
Britain had the most successful economy 
in the European Union, or the lowest un- 
employment in the G8 group of big indus- 
trialised countries, or a high ranking in the 
various world competitiveness tables. The 
love affair between business and the La- 
bour government has soured, while the 
squawks of protest have become louder 
and sharper. 

The shift is biggest at the main employ- 
ers' organisation, the Confederation of 
British Industry (CB), which starts its an- 
nual conference this week. The cBi's head, 
Digby Jones, says the country's competi- 
tive advantage is in "serious jeopardy". 
After he told his members last month that 
Britain was "sleepwalking to decline", an 
article in the Times even described him as 
the true leader of the opposition. 

The first slice of business beef against 
the government is burdensome new rules, 
mostly from Brussels. There have been 15 
new pieces of employment legislation in 
the past three years, with more in the pipe- 
line. Planned European rules giving 
temporary workers similar privileges to 
other staff, for example, could cost 
500,000 jobs, Mr Jones says. 

Some of the criticism is justified. Small 
businesses especially find it hard to cope 
not just with new rules (for example on 
maternity leave) but also with the erratic 
way in which they are implemented. 


There are plenty of examples of heavy- 
handed regulation which have cost jobs 
and destroyed wealth—new standards for 
old people's homes, which were set far too 
high, and then withdrawn, are a prime ex- 
ample. But the government is actually a 
rather vigorous defender of deregulation 
and labour market flexibility in Brussels. 
And although the government does not 
have the Tories' business connections, it 
cultivates the corporate lobby assiduously, 
and two junior ministers dealing with 
business affairs, Lord Sainsbury and Brian 
Wilson, have run their own companies (re- 
spectively, a supermarket chain and alocal 
newspaper). 

The other big complaint is the growing 
tax burden on business. This is easier to 
quantify. Companies now contribute 28% 
of the total tax take. The CBI says that on 
current plans, the take will be up by a 
stonking £47 billion ($75 billion) between 
1996-97, when Labour took office, and 
2004-05. The Treasury points out that that 
figure, which made good headlines, adds 
up the annual increases for each of eight 
years, rather than representing the differ- 
ence between the beginning and end of 
the period. Still, business tax revenues are 
rising at around 6% a year, which hurts. 

Some of the cash is coming from unex- 
pected quarters. Employers’ insurance 
costs have shot up, as insurers have been 
squeezed by the stockmarket slump and 
by spiralling claims. The 5% tax on insur- 
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ance premiums is delivering a nice wind- 
fall to the Treasury. 

In presentational terms, this may have 
been a success. The government has kept, 
on paper at least, its pledge not to raise in- 
come and corporation tax. But raising na- 
tional insurance contributions for employ- 
ers and employees, for instance, is à 
disguised payroll tax—in effect a tax on 
jobs. The csi says it would prefer a hike in 
corporation tax, which at least affects only 
profitable businesses. 

Still, things could be a lot worse. For à 
start, the single biggest boon to business is 
the government's macro-economic record. 
Even Mr Jones describes it as "superb", 
Britain has low inflation, low interest rates 
and low unemployment. "No govern- 
ment, of any colour, has delivered that 
since the second world war," he says. The 
biggest headache, by contrast, is the 
strength of the pound against the euro. 
That dwarfs any squeeze on profitability 
from higher taxes or regulation. 

The most uncomfortable question of 
all for Britain's bosses is why British- 
owned business performs so poorly com- 
pared with foreign-run companies based 
in Britain. "We have a less skilled work- 
force, using less good technology, under 
less good management," says Patricia He- 
witt, the industry minister. If British busi- 
ness needs light regulation and labour 
market flexibility in order to make up for 
its lack of real competitiveness, it might be 
better off under a more bracing regime. 

Overall, British business still gets off 
lightly compared with other European 
countries—and in the government's view, 
even scores over America on some fronts. 
"Litigation costs in America are worse than 
the cost of regulation here," argues Ms He- 
witt. That may be true, though it's hard to 
quantify; either way, it's not likely to pla- 
cate Britain's angry businessmen. W 
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Homeland security 
Bangs away 


Britain has experience of terrorism. 
That's some help now, but not a lot 


IGHTING al-Qaeda means more than 

sending crack troops to faraway places. 
A flurry of terror warnings, chilling talk of 
a gas attack on the Tube and three terror ar- 
rests brought that message home in Britain 
this week. Australia and France have al- 
ready found that ties with America have a 
cost; sooner or later, Britain must be next. 

Britain has a start thanks to three de- 
cades of Irish terrorism. That has 
sharpened co-operation between police 
and the intelligence services, improved se- 
curity in public buildings, and heightened 


public sensitivity to suspicious-looking 


packages. Since the IRA killed one of Mar- 


garet Thatcher's closest friends in the 
House of Commons car park in 1979, secu- 
rity there has been efficient. In Washing- 
ton, newly-energised guards now flash 
mirrors under cars to check for bombs. Vul- 
nerable spots in Britain such as power sta- 
tions have long had sturdy perimeter 
fences and plenty of guards—basics that 
Americans have been scrambling to put in 
place. Closed-circuit security cameras are 
probably thicker on the ground in Britain 
than in any other country. Richard Fen- 
ning of Control Risks, a security consul- 
tancy, says that Britain does better than 
America in keeping track of explosives. 
But the IRA was restrained by the terro- 
rists' need to keep American sentiment on 
their side; it steered away from mass kill- 
ings or hijacks. So there are plenty of holes 
in airport security: robbers have twice 
made off with cash from restricted areas at 








[ichs genuit epi rico ae 
tween now and Christmas will be as- 
sailed by films based on books by British 
authors, steeped in British culture, with 
casts that are partly or wholly British. 
.. The Harry Potter series (Potter II hit 
the screens earlier this month) has suc- 


Towers", cements Britain's world leader- 
hip moose liy weal of cov 
! “Not that this is a triumph for British 





film. Most of the behind-the-scenes tal- 
ent, and the money, is American. But it 
does raise the question of why the gov- 
ernment subsidises the film industry, 


disseminate 
soot is doing thatifes of CNDA, 
After a wasted) £200m 


splurge in recent years, the taxpayer and. 
lottery participants now support British 
film-makers to the tune of around £26m 
a year. That is far too little to make a big 
film, and has brought only patchy suc- 
cess with arty productions. Talented Brit- 
ish actors, cameramen, directors etc 
wanting to break into Hollywood have 
as good a chance as any of getting work 
and money, as the current 

shows. For the less talented ones, a drip- 
feed of public subsidy is unlikely to 
make a difference, and may keep them 
from doing something more sensible. 


Heathrow this year and a nutcase this 
week found no difficulty in smashing up a 
plane at Stansted. It is still quite easy to 
bring, say, a parcel into a British theatre or 
museum. In Washington, guards at big mu- 
seums search every bag. 

Despite frenzied talk of a bioterrorist at- 
tack in the London Underground or such- 
like, little seems to have been done about 
it. The past week's arrests show that the 
intelligence services and police are primed 
for pre-emption, but the authorities' abil- 
ity to cope with the aftermath of an attack 
looks less good. A report from the National 
Audit Office has showed big gaps in the 
National Health Service's readiness—in 
London alone, one-third of casualty de- 
partments are ill-prepared for handling a 
radiological (“dirty”) bomb, as are many 
ambulances. 

Some sensible steps are planned but 
yetto happen. There are plans to put 6,000 
army reservists on standby in case of at- 
tack, but the full quota will probably not 
be available before April next year. Key 
health workers have yet to receive small- 
pox jabs. The idea is to inoculate them, and 
stockpile vaccine to protect the rest of the 
population. America has already acquired 
enough to vaccinate every American; Brit- 
ain won't say whether it has or not. 

Grasping at a hot issue, the beleaguered 
Tories are suddenly insisting that they 
want anew cabinet minister for homeland 
security, modelled on what America has, 
to pull together government and intelli- 
gence services. They say David Blunkett, 
the home secretary, is too busy to handle 
this too. Mr Blunkett says a new post 
would simply create more bureaucracy. 

In fact, officialdom is evolving in this di- 
rection. In August 2001, after the govern- 
ment had botched both the fuel crisis and 
foot-and-mouth, a Civil Contingencies 
Secretariat, with a 100-person staff, was 
created within the Cabinet Office, to watch 
out and plan for threats. It is a secretive out- 
fit, saying only that it has drafted evacua- 
tion plans with local authorities. Given the 
huge difficulty of evacuating London, the 
most obvious target, it may be wise to keep 
its plans away from public scrutiny. 

More surprising than gaps in govern- 
ment preparations is slackness in the priv- 
ate sector. In August the Financial Services 
Authority (FSA) estimated that 30-40% of 
firms in the City, mostly small or medium- 
sized ones, had no evacuation plans in 
place. The rsa itself has created a "bun- 
ker” within walking distance of its Canary 
Wharf headquarters, where it has links to 
big banks; it claims it can be up and run- 
ning there within an hour of an attack. 

Overall, given that a few lorry drivers 
were able practically to shut down the 
country in the fuel price protests of 2000, 
the nation’s ability to withstand disrup- 
tion looks flimsy—especially if, say, a fire- 
men’s strike coincides with terrorism. m 






Sex offences 


Blunkett's blunder 


Panic over sex crimes is not a sound 
basis on which to reform the law 


66 ARCHAIC, incoherent, and discrimina- 
tory." Few would dispute David 

Blunkett's description of the current Vic- 
torian laws on sex offences. The home 
secretary's proposals to update the law re- 
ceived cross-party backing in the Com- 
mons this week. Yet his determination to 
shift the balance of the system in favour of 
the victim risks creating new injustices. 

Take, for example the proposal that a 
new offence of "sexual grooming" should 
be created with a maximum penalty of 
five years imprisonment for anyone ^who 
undertakes a course of conduct with a 
child under 16 leading to a meeting where 
the adult intends to engage in sexual activ- 
ity". This language is so vague that it is 
hard to see how parliamentary draughts- 
men, let alone juries, can make any sense 
of it. Internet grooming may be a problem 
but the solution proposed could make of- 
fering an ice cream to the child next door a 
criminal offence, and threatens what re- 
mains of neighbourly solidarity. “If you 
make people afraid that talking to your 
neighbour's children could be seen as an 
offence, you actually make those children 
less safe," points out Shami Chakrabarti of 
Liberty, a civil rights organisation. 

Another suggestion is that anyone hav- 
ingsex with a prostitute under the age of 18 
should be liable to a jail sentence of up to 
seven years. The proposal makes no men- 
tion of knowledge of age as one of the ba- 
sic tests for the offence. Yet, without such 
proof, there would be a risk of serious in- 
justice. Men who use prostitutes can fairly 
claim that when they strike a bargain with 
a girl, usually under dim streetlights, they 
haven't a clue as to her age. 


Seriousness is booming 


66 AN INORDINATE number of ladies 

and other visitors occupied the 
body of the hall to the exclusion of fel- 
lows, many of whom, arriving at the 
hour appointed for the opening of the 
doors, found the best places already 
taken," complained a member of the 
Royal Geographical Society. Admittedly, 
that was in 1877, at the height of explorer 
chic. But the RGS is packed once more, 
thanks to a revival of interest in serious 
lectures and debates. 

Five years ago, the RGS held 60 such 
events. The figure is now approaching 
200, not counting externally organised 
ones that use the RGS as a venue. “Talks 
and debates are selling out months in 
advance," says the head of programmes, 
Alison Glazebrook. These days it's not 
just explorers who pull in the big 
crowds, but politicians, businessmen, 
journalists and even economists. 

There's a similar story outside Lon- 
don. The rGs has opened eight regional 
branches in the past 11 years. It recently 
started a regional-theatres programme, 
under which big-name speakers repeat 
their London talks in provincial the- 

atres—twice in the same day, sometimes, 
in order to meet demand. According to 
Peter Florence, who organises the Hay 
Festival, a high-profile annual event 
which has become increasingly eclectic 
and less strictly literary over the years, 
ticket sales leapt from 55,000 in 2001 to 
70,500 in 2002. Of the 28,000 people on 
Mr Florence's core mailing list, just 3,000 
or so live in London, and 2,400 in the 
south-east. 

Other outfits, such as the Royal Soci- 
ety of Arts and the Institute of Contem- 


Thelaw on rape certainly needs reform. 
Since 1985 conviction rates for rape re- 
ported to the police have fallen by more 
than two-thirds from 24% to 7%. Juries are 
reluctant to convict “date” rapists, particu- 
larly those who have had a previous sex- 
ual relationship with their victim. Rape 
cases almost always turn on consent; and 
when only two people were in the room, 
that is hard for outsiders to judge. 

At present, the defendant can plead 
“honest belief” that the woman con- 
sented, even if she says she didn't. The gov- 
ernment proposes that, in future, he will 
have to be able to prove that this belief was 
“reasonable”. But this will create as many 
problems as it solves. If, for instance, a 
woman is drunk but not comatose, can she 
be said to be in a position to give consent? 


A piece of their minds 


porary Arts, report similarly high levels 
of interest in political debate. Foreign 
policy is especially hot atthe moment. 
“People’s € for topical debate i 
seems le," says Jeremy O'Grady, - 
co-founder, with John Gordon, of Intelli- - 
gence Squared, a new debating forum. 
The first couple of debates on the Intelli- - 
gence Squared card, on fox-hunting and 
Iraq, spinas around 900 punters between 
them. This week's debate, on the euro, 
was another near-sellout, despitethe — — 
hefty £20 ticket price. The Economist has 
also been running debates (packed, nat- 
urally) at various serious-minded ven- 
ues for several years. 
Organisers agree that part of the ap- 
peal of any public debate has to do with 
the frisson that comes from getting up 
close and personal with famous figures, 
and maybe giving them a piece of your 
mind. But an equally important factor, 
they say, is the public’s increasing dis- 
satisfaction with soundbite culture. “Per- 
haps what we're wipes eee i 
growing recognition that there's no su 
stitute for informed debate, and that if, 
as seems to be the prevailing view, poli- 
ticians cannot be from their 
party view, the p must decide the 
agenda for themselves," says Marc Whit- 
more of the English Speaking Union. 
Tony Benn, a septuagenarian former 
Labour mp and tireless debater, seconds - 
that motion. The popularity of public 
debates, he says, is easy enough to un- 
derstand. “People welcome the 
nity to hear an argument at lengt 
just a couple of minutes of the party line 
before the speaker gets bullied and sent 
off.” Hear, hear! 


The test of reasonableness was explicitly 
rejected by the Home Office’s own review 
of sex offences. Martin Bowley, a member 
of the review team, said the new approach 
was "a classic case of political spinning" 
which would please feminists but have lit- 
tle effect on juries. 

A less ideological view of date rape 
might recommend a reform which would 
almost certainly lead to more convictions. 
In Britain, there is only one offence of rape, 
which carries a minimum penalty of five 
years in jail. That discourages juries from 
convicting. Many countries, including 
Canada, Australia and America, distin- 
guish date rape from stranger rape with 
several offences of differing gravity and 
differing penalties. They have conviction 
rates twice to four times that in Britain. m 








Bagehot | The meaning of John Prescott 


The deputy prime minister's power says some worrying things about Tony Blair 





O FAR, there are few winners in the fire dispute. The firemen 

are learning that public admiration for their bravery does not 
extend to support for a pay claim 20 times the level of inflation 
combined with working practices that are responsible for many 
unnecessary deaths. For years, the local authorities who employ 
them have failed to manage the service in the interests of the 
public. The government too has failed by not providing proper 
contingency planning for a strike that has seemed probable for 
many months. 

But one man seems to be relishing the drama. Step forward, 
John Prescott. The deputy prime minister's bulky figure is every- 
where: one moment gravely issuing statements in the House of 
Commons, the next speeding off in his Jaguar to preside over 
“last ditch" meetings between the employers and the unions. No 
sooner has he appeared on a television chat show than he pops 
up at a fire station in his Hull constituency for a mug of tea and a 
friendly exchange of views with the “lads”. Mr Prescott is—not 
just in his own mind-the man of the moment. 

Mr Prescott's resurrection is remarkable. Eighteen months 
ago, the deputy prime minister, who had once boastfully cast 
himself in the role of Ernest Bevin to Tony Blair's Clement Attlee, 
found himself abruptly written out of the plot. A conspicuous 
failure during the government's first term, he was largely 
stripped of departmental ministerial responsibility when La- 
bour was re-elected (though he hung on to the perks of office and 
his grand title). While his failure to get anything done was not all 
his fault-even a competent administrator would have struggled 
to give direction to his unwieldy "super-ministry" enveloping 
environment, transport and the regions-he was commonly re- 
garded as a bombastic under-achiever. 

He was also a bit of an embarrassment. Famously short of 
fuse, during the election campaign he launched his fists at a prot- 
esting farmer who had thrown an egg at him (www.egg-pres- 
cott.co.uk commemorates the moment). “Two Jags”, as Mr 
Prescott had become known thanks to his fondness for ministe- 
rial limos, was quickly re-christened “Two Jabs”. With “delivery” 
the new watch-word, it seemed Mr Blair wanted only able tech- 
nocrats, such as Stephen Byers (yes, really), in key jobs. 

But when Mr Byers was terminated in early summer for be- 


ing, albeit in other ways, an even greater embarrassment, Mr 
Blair brought the old warhorse out of semi-retirement by return- 
ing to Mr Prescott half of his old empire. For Mr Prescott, this sec- 
ond chance was as sweet as it was surprising. For everyone else, 
it was just surprising. Subsequent events have tended to justify 
the general astonishment. 

Among the responsibilities embraced by “The Office of the 
Deputy Prime Minister” are local government and the fire ser- 
vice. The lamentable state of the government's preparations for 
withstanding the blackmail of the Fire Brigades Union (FBU) is 
the direct result of Mr Prescott's gullibility in believing the advice 
of officials, long-cowed by the rFBu, that it would take many 
months to train soldiers how to use modern fire engines. If he 
had bothered to question this more energetically, he would have 
learned that troops, condemned to operating 50-year-old reserve 
fire engines on strike days, could have been up and running on 
up-to-date equipment within two to three weeks. 

As a former official of the National Union of Seamen and an 
old striker himself, Mr Prescott's inertia may also owe some- 
thing to an atavistic respect for the sanctity of the picket line. Al- 
ternatively, he may simply have miscalculated, believing that 
the Feu would eventually drop its opposition to modernisation, 
thus leaving the way open to a fudged pay deal. Which is exactly 
what he now sees as his duty to broker. 

To be fair to Mr Prescott, he is fiercely critical of the “naivety” 
of the rBu’s left-wing leadership for the way it has handled its 
pay claim. But at a time when the chancellor and the prime min- 
ister are insisting that any increase for the firemen above 4*6 
must be earned by higher productivity, Mr Prescott has delivered 
a very different message. The firemen, he says, are an “excep- 
tional case” who deserve a “special offer” of 11% (the figure rec- 
ommended by the independent Bain commission, but only if 
working practices are radically overhauled) or even more. Al- 
though Mr Prescott pays lip-service to the convention that he is 
not directly negotiating with the FBU, his vanity persuades him 
that he alone is capable of finding a resolution. Such is his love of 
the limelight that he rashly confided to the Hull firemen that he 
had even instructed Mr Blair not to interfere with his efforts to 
find a settlement. 


Tony’s insecurity 
The puzzle in all this is why, at a moment of great peril, when 
everything that the government says it wants to achieve in the 
form of modernised public services is in jeopardy, Mr Blair 
should entrust so much to Mr Prescott. The answer lies in Mr 
Blair’s unease about his own relationship with the party he 
leads. Mr Blair’s political success owes much to his own lack of 
tribalism—many people, wrongly as it happens, suspect that he 
would be just as happy at the head of a moderate Tory party. Mr 
Blair believes that Mr Prescott provides a shield against this sort 
of barb. As long as Big John is around, it is harder for the prime 
minister's critics to accuse New Labour of betraying time-hon- 
oured values. Mr Prescott, the prime minister calculates, can 
reach parts of the Labour Party that remain forever alien to him 
and is therefore just the man to take on the firemen's union. 
This is understandable, but Mr Prescott's complacency and 
lack of discipline have already done considerable damage. If Mr 
Blair is successfully to confront the big beasts of the public sec- 
tor, the prime minister may first have to confront demons of his 
own. E 


Business 


Viacom and News Corporation 


Still rocking 


BARCELONA AND NEW YORK 





The glory days may be over for most media moguls. But Sumner Redstone and 


Rupert Murdoch are still going strong 


E HAD just completed a whirlwind 

tour of eight European cities in six 
days, it was late in the evening, and he is 79 
years old. But there he was in the viP box 
at the MTV Europe awards last week, 
perched above the mere rock stars, tapping 
his toes as white rappers in baggy trousers 
and pop divas in skimpy leather strutted 
their stuff. Sumner Redstone may be of an 
age when his peers are on the golf course, 
if they are lucky, but the head of Viacom, 
the world’s biggest media giant and parent 
of MTV, was doing his best to appear to be 
enjoying it all—and with good reason. 

At a time of turmoil in the media busi- 
ness, Viacom and Rupert Murdoch’s News 
Corporation stand outas the least-battered 
companies. Their rivals have been losing 
money, bosses or both. Pre-tax profits at 
Viacom in the nine months to September 
2002, by contrast, reached $2.7 billion, over 
six times the level in the same period of 
2001. After a hefty loss in the year to June 
2002, pre-tax profits in the quarter to Sep- 
tember were $315m at News Corp. An- 
alysts expect profits at both companies to 
surge ahead in 2003. 

The parallels between the two media 
moguls do not stop there. Each is a passion- 
ate, part-paranoid, monarchical boss of a 
kingdom he controls. Each built his empire 
on the back of a small inherited family 
business: movie theatres in Mr Redstone's 


case, Australian newspapers in Mr Mur- 
doch's. And each happens to be a septu- 
agenarian with a new, young wife or, in 
Mr Redstone's case, wife-to-be. 

Suggest to Mr Murdoch that there is 
some significance in their ages and he 
seems offended. But the question is not en- 
tirely facetious. This year, the media indus- 
try has toppled a batch of younger up- 
starts, including Vivendi's Jean-Marie 
Messier, Bertelsmann's Thomas Middel- 
hoff and Aor Time Warner's Bob Pittman, 
whose visionary extravagance matched 
the inflated exuberance of the new-media 
boom. Messrs Murdoch and Redstone had 
seen it all before. This tempered their ap- 
proach to the boom-and to its aftermath. 


Age before beauty 

Three factors stand out. First, both media 
giants—each of which spans film studios, 
TV networks, cable channels and publish- 
ing—shunned the two bits of the media in- 
dustry that are now dragging their rivals 
down most: the Internet and the record in- 
dustry. Good luck played its part, but so 
too did good judgment. 

For Viacom, buying a big record com- 
pany was never a serious option: MTV has 
to keep all the music majors sweet, as the 
swirl of record-company types invited to 
Barcelona attests. For News Corp, music 
has never chimed with the businesses Mr 
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Murdoch knows best, such as satellite-rv 
and newspapers. And, unlike Mr Messier, 
he was not seduced into a business (music) 
he did not know by heady talk of digital 
convergence. As for the Internet, Mr Red- 
stone says that he rejected an approach by 
AOL six months before the firm ensnared 
Time Warner, as he did not trust its cur- 
rency. Mr Murdoch was long berated for 
failing to “get” the Internet; he made only a 
few relatively small ill-judged ventures, 
though he was probably rescued from do- 
ing more by the bursting of the bubble. 

A second factor is that, even as both 
Viacom and News Corp have stuck to 
what they know best, they have also done 
it extremely well (unlike, say, Disney). In 
part, sticking to what they knew has just 
meant creating good content. Mr Red- 
stone’s mantra is “content is king”. Enter- 
tainment is a hit-driven business. A hand- 
ful of successful films or Tv shows, sold on 
into syndication, on to DvD, overseas, and 
so on can hugely boost profits. Viacom is 
cashing in, for instance, on the surprise 
success of “The Osbournes”, a batty Tv 
show produced for Mtv, which has sold 
well worldwide. One cheaply made talent 
show, "American Idol", America's top- 
rated summer series, helped to lift operat- 
ing profits at News Corp's Fox network by 
82% in the third quarter of 2002 over the 
same period of 2001. 

In a showbusiness world of ample 
egos, though, luring and keeping the talent 
that supplies such creativity is a tricky af- 
fair: witness Michael Eisner's dismal re- 
cord of losing top managers at Disney. 
Messrs Murdoch and Redstone have each 
assembled a relatively stable collection of 
tough, well-regarded bosses, from Peter 
Chernin and Mel Karmazin, seconds-in- 
command at News Corp and Viacom re- 
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> spectively, to division heads such as Leslie 
Moonves at Viacom's cBs network or 
Tony Ball at BSkyB, the British satellite-TV 
company that Mr Murdoch controls. Both 
moguls can be prickly and unpredictable, 
but they give their trusted lieutenants the 
freedom to get on with their jobs without 
constant meddling-an urge that Mr Eisner 
has never been able to suppress. 

Nor has either firm remained stuck in 
its ways. For the third trait they share is an 
opportunistic knack of replicating a tested 
formula in new markets—thanks, in many 
cases, to canny political lobbying. Both are 
pushing hard abroad, particularly in Asia. 
Mr Murdoch's shameless courtship of the 
Chinese government is legendary. Earlier 
this year, Mr Redstone was at it too, meet- 
ing “every important minister", plus the 
outgoing president, Jiang Zemin. Before 
flying to Barcelona, he dropped in on Tony 
Blair in London. New legislation will soon 
allow American firms to buy British broad- 
casters. Should the price be right, Mr Red- 
stone does not rule out a bid for ITV, Brit- 
ain's biggest commercial broadcaster. 

Mr Murdoch's latest obsession is to rep- 
licate the success of BSkys, which has 
combined exclusive sports rights with cut- 
ting-edge digital technology and now 
towers over other pay-TV operations in 
Britain. In Asia, after years of losses, STAR 
TV is close to profitability. In Italy, Mr Mur- 
doch is merging two pay-Tv outfits-one 
snapped up recently at a bargain price, 
thanks to Vivendi's financial woes-to 
create Sky Italia, which he says will be- 
come “another BSkyB”. Next comes Amer- 
ica: heis husbanding his resources ready to 
pounce on DirecTV, a satellite-TV oper- 
ator, probably early next year. 

For its part, Viacom is pumping out ca- 
ble channels, including Nickelodeon, MTV 
and vH1, globally. In the past 18 months, 
MTV has launched 18 new channels, such 
as MTV Romania and MTV Indonesia, 
each a localised take on the original. MTV 
channels are now profitable everywhere 
bar, for now, Asia. “MTV will be the prime 
driver of international growth at Viacom 
in the years to come," says Mr Redstone. 

Neither Viacom nor News Corp is in- 
vulnerable. Viacom's Blockbuster film- 
rental business, for instance, a low-margin 
activity, is at long-term risk from video-on- 
demand and digital downloading. News 
Corp is still losing money on satellite-Tv in 
Latin America and Italy. Investors dislike 
News Corp's complex corporate structure 
and accounting. It is having to refresh its 
audit committee to comply with new cor- 
porate-governance rules. 

And looming over both firms is the 
small matter of succession. Each mogul 
has a strong lieutenant-Mr Chernin and 
Mr Karmazin-but they are awkwardly 
placed in firms with a dynastic feel. Each 
has installed children in his empire. Mr 
Redstone's daughter and son are Viacom 


directors, and Mr Murdoch's two sons 
work at News Corp-though only Mr Mur- 
doch has named one, Lachlan, as an heir. 
Yet such troubles pale beside those of 
other media giants. As rivals falter, Viacom 
and News Corp are well placed to take ad- 
vantage of a depressed industry and cheap 
assets. Both Messrs Murdoch and Red- 
stone scarcely conceal their excitement at 
the bargains they might find. Each firm has 
a relatively healthy balance sheet and 


Irresponsible 


strong cashflow. Each also has a culture of 
financial conservatism: News Corp's came 
after it narrowly avoided bankruptcy in 
the early 1990s, Viacom's was instilled by 
the obsession of its boss, a parsimonious 
lawyer, with the bottom line. "Every ac- 
quisition we make must add value in year 
one,” says Mr Redstone. Judging by the acts 
on stage in Barcelona, the entertainment 
industry is obsessed by youth—but age is 
not a bad basis for managing it. m 


The dangers of corporate social responsibility 


f pss HE "magnificent seven" ride again. 
But beware, they might bump into 
the "glass ceiling", or, worse, fall victim 
to “carpet-bombing syndrome". This col- 
lection of clichés, laced with breathless 
examples of consultan such as 
“triple bottom line” and “blended 
value”, are intended to draw attention to 
anew study of “corporate sustainabil- 
ity” reporting by big firms, published on 
November 18th. Entitled “Trust Us”, it 
has been co-written by a consultancy, 
SustainAbility, which counts such com- 
panies as Ford and Shell among its cli- 
ents, and the United Nations Environ- 
ment Programme. A SustainAbility 
consultant, Oliver Dudok van Heel, 
preaches that its mission is to make com- 
panies behave responsibly, “for the sake 
of n and future generations." 

Firms are falling over themselves to 
compete for an ethical Oscar. For the re- 
cord, this year's magnificent seven— 
those with the best scores for social pol- 
icy and environment reports—are the 
Co-Op Bank, Novo Nordisk, BAA, British 
Telecom, Rio Tinto, Shell and Br. The 
glass ceiling is a coded way for the au- 
thors to say that these reports have not 
improved in quality since the first such 
survey was carried out in 2000. How- 
ever, since then, the authors chastise, 
they have gained 45% in volume and 
now measure, on average, a frightening 
86 pages apiece—hence the reference to 


carpet bombing. 
The aim of sustainability report- 


por enim lies a serious concern. 
Pervading the report is the sense, 
increasingly widespread nowadays, that 
are inherently immoral un- 
less they demonstrate that they are the 
opposite—in effect, guilty until proved in- 
nocent. Yet, even allowing for some re- 





Social atas gr wep 


cent corporate scandals and the odd 
crooked chief executive, most law-abid- 
ing companies do good simply as a by- 
product of their pursuit of profits—as 
Adam Smith first ed over 200 
years ago. In its rush to sell clients advice 
on how to buff up their ethical image, 
SustainAbility glosses over the fact that 
the likes of Wal-Mart employ thousands 
of staff worldwide and also deliver 
goods cheaply to consumers. 

Being loudly ethical is, claims Mr van 
Heel, good business (for his clients, not 
just his consultancy) because it cheers 

up investors, workers and customers. 
Clearly, some big companies are willing 
to humour him, and neglect to take issue 
with some of the nonsensical claims 
made by social activists against them. 

Splashing out on a big report may 
keep activists off a company's back. But 
although sucking up to politically correct 
lobbyists might seem a small price to 

pay to keep them quiet, in reality it can 
reinforce the feeling that companies 
have a case to answer—escalating criti- 
cism, and perhaps helping to create a cli- 
regulation 


mate in which heavy 
becomes The dan- 


politically acceptable. 
ger is that hose Bates Who Dv that 
these reports are basically harmless, and 
that the main cost of producing such 
door-step-sized volumes is only a few 
trees, may find that it turns out to be 
much higher. 








Electricity in America 


Life after Enron 


SACRAMENTO AND WASHINGTON, DC 
-Can the energy traders save 


: n themselves? 
-. €€ AFTER the collapse of Enron, the in- 


dustry has to come together." So 
says john Collins, chief risk officer of Con- 
stellation Energy, once a rival to the bank- 
rupt Texan firm. Energy traders are known 
for their bitter rivalries, so why the curious 
call for co-operation? Simply put, the in- 
. dustry is fighting for its life. According to 
Jone-Lin Wang of Cambridge Energy Re- 
search Associates, a consultancy, Amer- 
ica's "power industry is suffering. The im- 
pact will be more far-reaching and will last 
longer than many now expect. Whatis un- 
folding in America will have repercus- 
sions for the energy business worldwide." 
` Enron's demise did not kill energy trad- 
ing, but the evidence of financial skuldug- 
gery and murky accounting uncovered by 
the Enron post-mortems may yet do the 
job. In the past few days, for example, the 
industry's main regulator, the Federal En- 
ergy Regulatory Commission (FERC), has 
accused Williams and azs of colluding to 
drive prices up during the California 
power crisis two years ago. And in Sacra- 
mento, Californian legislators were told 
that energy firms submitted false prices to 
firms such as Dow Jones and Platts that 
publish energy-price indices. 

Such news has started a vicious cycle of 
downgrades by credit-rating firms, loss of 
access to financing and demands for 
greater collateral. The share prices of once- 
aggressive energy traders such as Mirant 
and Dynegy have plunged, as more re- 
cently have those of stodgier integrated 
utilities once thought so safe they were 
branded "widows and orphans" shares. 
Some firms are leaving the trading busi- 
ness. Others may go bust. Which is why 
Mr Collins and other chief risk officers 
from energy-trading firms are joining 
forces to try to restore confidence. 

Their committee of chief risk officers re- 
ported on November 19th, setting out best- 
practice standards in corporate gover- 
nance, credit and risk management, and fi- 
nancial disclosure. Lack of clarity and 
consistency in how trades are valued and 
reported have undermined investor confi- 
dence at least as much as any hard evi- 
dence of wrongdoing. Trading firms now 
promise much more detailed disclosure of 
trading portfolios—and, crucially, standar- 
disation of how they value the often-ob- 
scure components of those portfolios. The 
risk officers also want to shift from bilat- 
. eral contracts to multilateral "netting" 
7 | aerremients cleared on neutral exchanges, 





as this should require far less collateral to 
be posted by individual firms. 

This is radical stuff, especially by the 
standards of this industry. Will traders pay 
any attention to these worthy but volun- 
tary targets set by risk officers? Maybe. The 
31 firms behind this week’s deal account 
for about half of the power and gas traded 
in America. And the threat of heavy regu- 
lation hangs over the industry, if it does 
not clean up its act. Indeed, even if it does, 
FERC may crack down hard. 

Like the credit-rating agencies, which 
some observers think are now overzeal- 
ously downgrading power marketers to 
atone for their lax treatment in the past, 
regulators may also overreact to restore 
their image. FERC was guilty of “a shock- 
ing absence of regulatory vigilance”, said a 
congressional committee investigating 
California’s crisis and Enron’s collapse. 
Last week, the politicians seemed to blame 
FERC for causing those fiascos through 
gross negligence. Loretta Lynch, head of 
California’s Public Utility Commission, ac- 
cuses her federal counterparts, starting un- 
der President Bill Clinton, of pursuing an 
ideologically driven agenda of “deregula- 
tion at any cost”. 

Surprisingly, FERC does not seem to 
disagree with its critics. One official re- 
sponded to the congressional report by 
saying that “in the past, the agency proba- 
bly wasn't as quick as it should have been 
to jump on this stuff". Nora Brownell, a 
FERC commissioner appointed by George 
Bush, goes further: “I won't accuse my 
predecessors," she begins, before explain- 
ing how more vigilance could have miti- 
gated California's excesses. “We need to be 
as nimble as the markets. The shaming fac- 
tor works very well, applied quickly; but 
the threat of public punishment must 
come quickly, not two years after the fact." 

FERC recently created a new office of 
market oversight and investigations, and 
doubled the number of market "over- 
seers" on staff. More powers and cash 
have been promised. More action may 
also flow from several high-profile court 
cases now under way. In San Francisco, 
prosecutors issued subpoenas last week to 
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half a dozen energy-trading a mpan 
that did business in California. The 
quest suggests that they are 1 
dence of collusion and price-fixing. — 

So America’s power-trading ind 
may at last get an active cop on its bea 
That should reassure investors, who ma 
return once an economic rebound agai 
raises demand for power and lifts prices. 
Constellation’s Mr Collins is optimistic: 
“We're an industry in its formative stages; 
the strong will survive”. How many of to- 
day’s firms will be around for that (even: 
tual) happy day is anybody's guess. B 


Electricity in Russia 


Playing the systen 


MOSCOW 
More questionable po ; 


HEY were once colleag 

Illarionov and Anatoly Chut 
since fallen out. Respectively econc 
viser to President Vladimir Putin, a 
of Unified Energy System (urs) 
electricity monopoly, the two 
each other's throats over the plann 
structuring of the electricity: sector. 

The plan, in gestation for two 
half years but now bogged d 
ment, is a classic piece of vertic 
gration, keeping the nationwid 
state hands but breaking up d 
and generation into bite-sized chun 
ating a competitive market in ele 
The rows, of which the latest bi 
conference in Boston last week, are al 
how Mr Chubais is preparing for it. 

Minority shareholders say Mr 
has been pre-emptively selling UES as 
cheaply on the sly, despite Mr Putin 
cree last year that the company mus 
broken up "pro rata"—ensuring that any 
body with a stake now will have the same 
stake in its restructured parts. But after sev- 
eral deals reminiscent of the 1990s loans- _ 
for-shares privatisation (in which J 
Chubais oversaw the sale of state asse! 
now worth $25 billion, for some $1.2 bil 
lion), repeated delays to the restructuring 
programme and a lacklustre share price, in 
September the VES boss announced 
fteeze on asset sales. 

In Boston, uzs said that private firms 
might manage one or two of the ten 
planned wholesale generating companies. 
These new "gencos", insists UES, would 
get no special rights to the assets they man- 
age, and their expertise would appeal to 
future investors. Minority shareholders 
are suspicious. Alexander Branis, of Mos- 
cow-based Prosperity Capital Manage- 
ment, a member of the VEs board, thinks > 








> the scheme is “a pretext to move assets to 
other holders". Other shareholders, led by 
Hermitage Capital, another Moscow firm, 
have gathered enough proxy votes to call 
an extraordinary general meeting. They 
threaten to have Mr Chubais fired, unless 
the government reins him in. (A vote to 
oust him would need government sup- 
port, as it is the largest shareholder.) 
UES needs to attract private investment 
fast. Without it, there will be widespread 
blackouts in a few years. But nobody 
knows the true state of the system, argues 
— Mr Branis. Under Soviet central planning, 
|. power-plant managers exaggerated their 

investment needs. The Soviets were inef- 
.  ficient: relative to economic output, Russia 

uses up to four times as much electricity as 

west European countries. Now business is 
. more energy-conscious, demand for 
-~ power is growing more slowly. Until the 
| market is liberalised, nobody knows what 
demand will be. 

Fears of asset-stripping aside, Mr Illa- 
rionov thinks the main weakness in the re- 
form plan is that Mr Chubais may control 

-~ the national grid, a powerful weapon in a 
country where vast regions have one sup- 
ply line. Mr Chubais dismisses Mr Illario- 
nov's attacks as personally motivated. He 
hopes that the reform bill, which has been 
held up by some 1,800 amendments, will 
have a second reading on December 18th. 

If it does not, coming elections could 
delay it until late 2004—giving critics of Mr 
Chubais plenty of time to undermine him. 
But if Mr Illarionov has the president's ear, 
why is the ues boss still in his job? Either 
Mr Putin likes to watch his subordinates 
scrapping; or Mr Chubais has too many al- 
lies. On that question, even the voluble Mr 
Illarionov prefers to be silent. = 





Boeing 
Sonic sinker 


a Ip 00» 


SEATTLE 


Boeing’s futuristic fast jet is grounded 


| FFICIALLY no decision has been 
taken, and Boeing is still showing air- 
. A lines pictures of three versions of its high- 
speed "sonic cruiser", the futuristic aircraft 
it unveiled in March 2001. But the sonic 
cruiser is not going to take off. Boeing may 
make the formal announcement before 
the end of the year. By March, it will unveil 
plans for a more conventional 250-seater 
jet, to take the place in the middle of the 
market of both the ageing Boeing 757 and 
the wide-bodied 767, two workhorses of 
the world's airlines. Out goes the sonic 
cruiser. In comes the decidedly less-catchy 
"super efficient" aircraft, a sort of cut- 


Sa Sie 


Boeing’s flight of fancy 


down Boeing 777. 

The soon-to-be-abandoned high-speed 
aircraft, designed to cruise at just below 
the speed of sound, was meant to fly 20% 
faster than conventional jets, with a long 
range of 13,800 kilometres (8,600 miles). It 
would thus have been able to chop up to 
three hours off trans-Pacific flights, and to 
fly from, say, Los Angeles to Tokyo and 
back within a day. Its main attraction was 
speed, for which passengers would have 
paid a premium. Airlines would also bene- 
fit by getting more trips per day. 

From the start, sceptics thought the air- 
craft was merely a stunt to mask Boeing's 
withdrawal from the market for super- 
jumbos. Although many airlines gave the 
thumbs-up to Airbus's double-decker 550- 
seater A380, they were unimpressed by 
Boeing's plans for a drastic upgrading of 
the venerable 747. So it quickly invented 
and unveiled the sonic cruiser, which 
grabbed headlines from Airbus. 

But the airlines were not convinced, es- 
pecially as their appetite for new toys 
faded, first after the onset of an industry re- 
cession in the summer of 2001, and even 
more so after September 11th. An execu- 
tive of the oneworld alliance, which in- 
cludes American Airlines, British Airways 
and Cathay Pacific, this week described 
the number of sonic cruisers these airlines 
would buy as *a very round number", 
meaning zero. Lately Boeing has taken in- 
stead to showing airlines its early plans for 
its new conventional 250-seater. 

The same technology of new compos- 
ite materials and advanced computer- 
aided design that would have created the 
sonic cruiser will now be employed to pro- 
duce efficiency rather than speed. The 
choice comes down to 20% more speed, at 
the same fuel-burn rate and operating cost; 
or the same performance, with 20% less 
fuel and alower operating cost. Although a 
few airlines are still dazzled by the pos- 
sibilities of the fast sonic cruiser, there are 
not enough of them to persuade Boeing to 
launch it. Most airlines are now keener to 
save money and repair their profits. 

"The balance [of the airlines] is towards 
efficiency," says Alan Mulally, chief execu- 





tive of Boeing Commercial Airplanes. 
*9/11 changed the equation." This is the 
clearest statement yet from the company 
that the project has been shelved, al- 
though Mr Mulally hints that it might be re- 
vived in a smaller form later. 

Besides killing the sonic cruiser, Mr 
Mulally's main concern is to keep wring- 
ing profits out of Boeing's core business, 
despite the aviation slump. The factory at 
Renton near Seattle, where Boeing 7375 are 
made, has been reorganised to bring in 
lean production and a moving assembly 
line. Both this and the huge jumbo-jet 
plant at Everett on the other side of town 
are empty, ghostly places these days, with 
production winding down to 23 aircraft a 
month, half the peak of recent years. Mr 
Mulally says he is improving productivity 
by 3% a year despite the lower throughput. 

Roughly 30,000 jobs have already been 
cut. But Boeing now thinks the aviation 
slump will depress aircraft orders and pro- 
duction until 2005, because (at best) it will 
take until then for airlines' profits to re- 
cover enough for them to order more new 
aircraft. On November 20th, Mr Mulally 
announced a further 5,000 job losses. It 
was not a surprise. 8 


Off their trolleys? 


HATFIELD 


Will Ocado go the way of Webvan? 


N THE commuter belt north of London, 

Britain's most modern warehouse offers 
an intriguing experiment in time travel. 
Outside, in the glum town of Hatfield, all 
may be the post-dotcom-boom sobriety of 
autumn 2002. But inside, to paraphrase a 
certain diminutive pop singer, they are still 
partying like it's 1999 and the Internet bub- 
ble never burst. This is the home of Ocado, 
the country's-and probably the world’s— 
newest online grocery-retailer, whose 
poster ads featuring yelling children are 
visible all over the capital. 

Ocado has all the trappings of a dot- 
com, bar the formerly voguish appendage 
to its name. Tim Steiner and Jason Gissing, 
two of the three ex-Goldman Sachs bond 
traders who founded the company, wear 
branded magenta fleeces and baseball 
caps, and hold meetings in rooms tagged 
"strawberry" and "cabbage". With touch- 
ing enthusiasm they show visitors around 
the huge, high-tech new building, the size 
of eight soccer pitches, with shelf-stacking 
robots gliding along monorails, a NASA- 
style control room with plasma screens 
and satellite systems tracking delivery 
trucks on their journeys. 


Borrowing technology from Volks- 
wagen car plants, and others, the founders 
had everything built from scratch on an 
old airfield for a cool £40m ($62m). There is 
talk of exponential growth, of having to 
capture only a tiny slice of an enormous 
market, and of a clear path to profitability. 
A sceptic might wonder if they had ever 
heard of the first generation of hopeful In- 
ternet start-ups in the American food busi- 
ness, such as Webvan, Peapod and Stream- 
line-all now spectacularly bust or 
reduced to a marginal existence. 

Naturally, Messrs Steiner and Gissing 
believe it will be different this time. They 
point to the solid backing of Waitrose, the 
food arm of the John Lewis Partnership, 
one of Britain's most conservative retail- 
ers, which is letting them use its brand 
name, supplies all its food, and has 
stumped up 55% of the £115m Ocado has 
raised, for a 4096 stake. The company is 
managed by two men who know the in- 
dustry, Nigel Robertson and Roger White- 
side, the former heads, respectively, of 
food-buying and of food operations at 
Marks and Spencer, a British retailer. 

The potential market is indeed huge: 
£105 billion of groceries are sold in Britain 
each year, and even the most conservative 
estimates suggest that 5% will eventually 
go online. Old bricks-and-mortar retailers, 
such as Sainsbury and Tesco, the world's 
biggest web grocer, have captured some of 
that. However, Tesco's decision to fill web 
orders from existing shops rather than 
dedicated warehouses was a mistake, say 
the pair. They claim that warehouse de- 
liveries are faster and more accurate. 
Ocado says that 99% of its deliveries arrive 
on time and that it can offer free delivery 
for big orders and still beat its rivals’ mar- 
gins. Since grocery shopping is the most 
hated chore after ironing, why wouldn't 
people sign up, asks Mr Steiner? Webvan 
failed because of reckless spending, he ar- 
gues, not a mistake that Ocado will make: 
its computers and office furniture came 
from auctions of old Enron equipment. 

For all the lessons the group says it has 
learned from the Internet meltdown, how- 
ever, itis fast burning through its cash. To 
hit breal-even by next summer, when its 
£30m of remaining funds run out, its 
present annualised sales of £25m mustrise 
to £90m, which means attracting 15,000 
shoppers a week, more than three times 
the current number. That sounds an awful 
lot when even Tesco, with its powerful 
brand and huge base of active customers, 
manages just £400m a year from 90,000 
weekly orders. After six years, Tesco has 
only just made home delivery profitable. 
In America, Fresh Direct is making profits 
from warehouse deliveries in Manhattan, 
but only because fresh-food prices there 
are high. Britain's grocery market is al- 
ready efficient and hard to undercut. 

Ocado faces other problems. As its 


founders admit, ensuring good service is 
easy for a small business, but hard for a 
growing one. With Waitrose stores based 
in southern England, any brand advantage 
disappears if Ocado's plans to open five 
warehouses nationwide ever materialise. 
Meanwhile, more than 90% of Ocado's ex- 
isting warehouse, which guzzles £6m a 
year in running costs, is idle. Whether the 
worker-owned John Lewis will pump in 
more cash if Ocado misses its targets is 


questionable. Mr Gissing's claims tha 
“they won't let us fail—we are here to sta 
sound all too familiar. a 
In today's environment, the courage o 
Ocado's founders is remarkable. Th 
may even be right about the economics o 
warehouses. But as the dotcom era proved 
enthusiasm alone does not build sustain 
able businesses. Ocado risks becoming a: 
relic of a bygone era; and its warehouse, 
another giant white elephant. @ | 





With a series of simple clicking sounds, he can 


teach a force of 200 men to hunt, to cure disease, 








even how to find an appropriate mate. 


How well do you share? 





Chief Obijol’s method of disseminating critical 
information works exceedingly well to keep his 
organisation on the same page. For others, 


sharing documents and images more effectively 


might be a good place to start. 
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Face value | The branding of Saint Rudy 


Rudolph Giuliani is venturing into America's hottest new market: for virtue 





4 em crisis of confidence in corporate America has created an 
unprecedented demand for men and women of unassail- 
able virtue, unstained by the merest hint of commercial scandal 
or financial conflicts of interest. (An unvirtuous personal life 
may be overlooked, however: this is the 21st century, after all.) Is 
there a firm in America that is not seeking several new directors 
who can demonstrate unquestioned independence of mind and 
sound judgment (if they can add up, they even get to chair the 
audit committee), to reassure investors and comply with new 
corporate-governance legislation? Virtue is desperately needed 
too in the regulation of business, after the taint of scandal swept 
away Harvey Pitt, the former chairman of the Securities and Ex- 
change Commission (sec), and William Webster, Mr Pitt's 
choice to lead a new audit regulator. 

if the demand is enormous, however, not so the supply. 
Where are America’s virtuous citizens? Perhaps they lurk, long- 
ignored, in the dark corners of America's corporate board- 
rooms-though you would be brave to bet on it. Certainly, any 
chief executive seeking to enter the market for virtue should ex- 
pect to be treated with derision, as some have discovered to their 
cost. Sandy Weill, the boss of Citigroup, tried his hand at virtue 
earlier this year, trumpeting his firm's enlightened new policies 
on executive pay. He was laughed off the stage. Jeffrey Immelt, 
chief executive of General Electric, is revamping GE's corporate 
governance to *make GE a great company and a good company". 
No-one is buying that preposterous claim. 

Still, doubtless plenty of B-list brands will emerge to meet the 
new demand for virtue. But the A-list is awfully short. There is 
Paul Volcker, a former chairman of the Federal Reserve who has 
answered duty's call many times, not least by giving early warn- 
ing of the present crisis in accounting and in his heroic failure to 
save Andersen from the knacker's yard. But he is getting long in 
the tooth, and has made it clear that he does not want another 
big job. Which leaves America's hottest new market open to be 
dominated by a newer brand: Rudy. 

Being both a lawyer and a politician would normally rule out 
a person from the virtue business a priori. But Rudy Giuliani was 
no ordinary lawyer—as a prosecutor in the 1980s, he famously 
bagged Michael Milken, the “junk-bond king". And he was no or- 


dinary politician, almost single-handedly transforming New 
York from the capital of crime into one of the world's safer big 
cities, without giving anybody reason to think he was motivated 
by a desire to be liked or for personal financial gain. And that was 
before September 11th, when his grace under pressure made him 
"America's mayor" and "Saint Rudy". 

Even before September 11th, Mr Giuliani had been planning 
to cash in on his reputation. A new firm, Giuliani Partners, had 
been conceived. A contract had been signed for what is now a 
best-selling business book, "Leadership". But his opportunities 
are a thousand times greater than he could possibly have imag- 
ined. And yet so too are the risks. 

One temptation may be to do nothing, except live off the 
myth that has grown up around his past achievements. He is 
now pounding the celebrity lecture-circuit, where he earns 
$100,000 or more for rock-star-like appearances. A TV movie 
(“Rudy!”, starring James Woods) is in production, which will cer- 
tainly give the myth a new lease of life. “America’s mayor" ac- 
tion dolls are already on sale—the perfect Christmas gift. 

But as anyone familiar with brand management knows, ne- 
glected brands soon lose their power. Mr Giuliani faces a tricky 
choice: invest in the brand, or milk it aggressively while he can. 

This choice is likely to be especially difficult for somebody 
like Mr Giuliani, who still has ambitions in the public sector— 
perhaps even for the White House. Earning a fortune by selling 
his virtue to the highest bidder would certainly help towards 
that goal: American politics is famously demanding on the 
pocket. On the other hand, the highest bidders may be the firms 
with the greatest need for virtue, creating the risk that Mr Giu- 
liani may lose more by his association with them than they gain 
from him. Such thoughts may have been behind Mr Giuliani's 
dithering this week over a proposal that he become chairman of 
WorldCom, a disgraced and bankrupt telecoms company. His 
reputation has already had one escape: his retention as an attor- 
ney, earlier this year, by Merrill Lynch, a bank with questionable 
investment-research practices, could have backfired badly. 

There is also the risk of brand overstretch. In October, his firm 
won à $4.3m contract to export New York-style zero tolerance 
policing to Mexico city. Despite a promised visit earlier this 
month, the Mexicans still await the arrival of their hired gun. 


Virtue is not its own reward 

A return to a vital job in the public sector would be the best way 
of investing in the brand, and one vital job for which he is emi- 
nently qualified recently became free: chairman of the sEc. This 
job which, thanks to Mr Pitt's fumblings, looks brutally difficult, 
pays only $150,000 a year-a wonderfully uncomfortable hair- 
shirt for a public man of virtue. If he took this route, Mr Giu- 
liani's brand value would be enhanced, but remain unhappily 
theoretical—a massively in-the-money, but unexercised option. 
And waiting to cash it in later would be a huge gamble (espe- 
cially for a man with a $6.8m divorce settlement to pay). Market 
conditions might change. Nobody in the private sector was re- 
warding virtue two years ago. In another two years, people 
might have lost interest again. No wonder he has shown no in- 
terest in the sec job—and lots of interest in cashing in. 

All of which raises a crucial issue of public policy. Although 
the public sector does plenty of questionable work, some jobs 
are clearly crucial, and need to be remunerated properly. If the 
public pays peanuts for virtue, it may get monkeys, not Rudy. 8 
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The fight for digital dominance 


The convergence of mobile phones and computers is bringing the giants of the two 


industries into direct conflict 


TT MAY look like a mobile telephone, but 
Athe Orange spv, launched last month, is 
. much more than that. With its colour 

screen, garish icons and musical ringtones, 
it resembles other handsets on the market. 
But it has one far more significant feature: 
the software inside, indicated by a famil- 
iarlooking four-coloured logo on its 
screen. For the spv is the first "Windows- 
powered smartphone"—in other words, it 
runs software from Microsoft. It is the soft- 
ware giant's attempt to stake its claim in 
the new market created by the conver- 
gence of mobile phones and computers. It 
is no less than a declaration of war. 

The market for smartphones is still 
small. Butitis growing fast, as new features 
are added to handsets, making them ever 
smarter. Of the 400m mobile phones that 
will be sold this year, around 16m will 
have built-in cameras. Nokia, the world's 
largest handset maker, expects to sell 
50m-o0m colourscreen handsets next 
year. A new report from Analysys, an in- 
dustry consultancy, predicts that by 2007 
nearly 300m Europeans will be carrying 
handsets with colour screens, cameras, 
music players, support for downloadable 
games, and other features that are now 
available only in the most advanced mod- 
els. Such features are already common in 
. apanand South Korea, and they are start- 
^ "ing to appear in Europe and America. 


These advanced handsets are, in effect, 
pocket computers—but they have emerged 
from the consumer-electronics industry 
rather than the world of computing. 

By putting new technologies, such as 
digital photography and electronic mes- 
saging, into consumers' hands in an easy- 
to-use form, the new handsets seem to be 
succeeding where the Pc has failed. Mo- 
bile phones have a far broader appeal than 
PCs (see chart 1, overleaf). The lone excep- 
tion is North America, where PC owner- 
ship exceeds mobile-phone ownership. 
But even there phones are catching up. 

In Europe, more people now send and 
receive shorttext messages on their 
phones than use the Internet, according to 
figures from Gartner, another consultancy. 
This year, users of mobile phones around 
the world passed the 1 billion mark. The 
number of mobile phones is now greater 
than the number of fixed-line ones. 


The walkie-talkie PC 

PC sales, meanwhile, have stagnated, and 
innovation has slowed: today's PCs are 
really just like those of a year ago, or two 
years ago, only faster. Sales of handheld 
computers, or personal digital assistants 
(PDAS), at around 10m a year, are dwarfed 
by salesof mobile phones. It looks increas- 
ingly as though the “personal computer" 


was a misnomer. The truly personal digital 


device today is the Sinne. 
That does not mean that PC: 
ish. Just as mainframes continue 
companies' back offices 20 years. 
emergence of the PC, so too PESA 
tinue to have an important role 
appeal is far from universal; no 
how cheap they become, there are 
the number of people who wan 
one. Microsoft's once-v 
statement—“a computer. a 
andin every home"—now seems 
stead, the company talks of “emp 
people through great software, 
any place and on any device". This is an 
acknowledgment, concedes Ed Suwan 
dar of Microsoft’s mobility division, that 
the PC is no longer king, and that "mobile 
devices are totally critical to the new ex- 
tended vision for the company.” — 
It might seem an odd time to enter 
market, given the uncertainty and techni- 
cal difficulties surrounding the switch to 
“third-generation” (3G) mobile networks. 
But the possibility that mobile phones. 
might be taking over from pcs as the focus 
of the entire technology industry means 
that Microsoft has no choice. Hence th 
launch of the spv. 3 
With its Windows-based software, the 
SPV is, in effect, a PC crammed into the cas 
ing of a mobile phone, complete with 
scaled-down versions of Microsoft's web. 
browser, e-mail and media-playback soft- 
ware. Itis the first of anew range of devices. 
intended to extend Microsoft's dominance 
of the computer industry into the new mo- 
bile realm. Microsoft is hoping for a replay: 
of what happened in the pc market, where 
hardware became a commodity and Mi- 
crosoft established an enormously profit- 
able monopoly with its Windows soft- 
ware. (Figures that emerged for the first! 












































margins on its Windows software are 85%, 

^whereas many of its other divisions are 

.. making losses.) 

t Yet even as Microsoft tries to get into 

this new market, the established mobile- 
phone makers, chief among them Nokia, 
are determined to stop it. They have seen 
how Microsofts Windows monopoly 
turned pc makers into commoditised box- 

shifters, and they are determined not to 

<- suffer the same fate. 





|: Symbianics 
_ The first obstacle thrown into Microsoft's 
^ path by the handset makers was their re- 
|. -fusal to license its software—a complete re- 
_ > oversal of what happened in the computer 
industry. There, PC makers queued up to 
|J. license Windows. The largest mobile- 
-— phone makers, on the other hand, estab- 
lished a software consortium called Sym- 
bian to produce smartphone software of 
their own. Their aim was to achieve the 
benefits of Windows (a single, common 
software standard) without what they re- 
gard as its chief drawback: that the preda- 
tory Microsoft owns it. "We want to fend 
off Microsoft-we don't wantto go the way 
of the pc business,” says a spokesman at 
one handset maker. 
. Several Symbian-powered handsets 
have already come to market. The latest is 
the Nokia 7650, with a built-in camera and 
colour screen. It was launched in the sum- 
mer and sales are expected to exceed 2m 
by the end of the year. More Symbian 
handsets will appear over the next few 
months. Besides Nokia, Symbian’s backers 
include Motorola, the world’s second-larg- 
est handset maker, Siemens, the number 
two in Europe, SonyEricsson, Panasonic 
and Samsung. Between them, Symbian li- 
censees account for almost 80% of all 
handsets sold (see chart 2). 
| Quite how the market will evolve, and 
-what sorts of devices will prove popular, is 
-—. not yet clear, says David Levin, Symbian’s 
- > chief executive. But just as car makers can 
make several entirely different models on 
the same "platform", or chassis, the Sym- 
bian software is flexible enough to allow 
handset makers to try out many different 
designs without having to start from 
scratch every time. Some phones will fo- 
cus on photography and picture messag- 
v. ing; others on playing music or games; yet 
_ others on corporate e-mail access. When 
- . Henry Ford launched the Model T, notes 
: Mr Levin, he had no idea that the sport- 
utility vehicle or the Winnebago would 
follow. The handset business, he suggests, 
-will also evolve in unexpected ways. 
"^ An interesting twist on the Symbian 
model has already emerged. The Symbian 
-software provides the underlying features 
that are essential to a smartphone operat- 
ing system, such as support for telephony, 
_ graphics, security and Internet access. But 









































+ time this week show that Microsoft's profit. i 


Symbian licensees and software develop- 
ers are able to examine and modify its in- 
nards, unlike handset makers who use Mi- 
crosoft's software. Licensees may also 
change the software's on-screen menus 
and graphics, or "user interface". Nokia, 
for instance, has developed a user inter- 
face called Series 60, and has licensed it to 
other phone makers, including Samsung, 
Siemens and Panasonic. 

Series 60 could end up as the standard 
user interface for smartphones-much as 
Windows has for pcs. Microsoft is scepti- 
cal, of course. "Every one of Nokia's Series 
60 licensees is a competitor in the hard- 
ware arena," Mr Suwanjindar observes. “If 
you're Siemens, does Nokia have your 
best interest at heart?" Yet the only large 
handset maker to have licensed Micro- 
soft's competing smartphone software is 
Samsung. And Samsungis well-known for 
licensing everything: it has Symbian and 
Microsoft licences, and it has also 
launched phones that use the Palm operat- 
ing system, the dominant software in the 
niche PDA market. So Samsung's support 
for Microsoft's software is not the ringing 
endorsementit might seem. 





.' Worse, Microsoft suffered a setback this 
month when one of the few licensees of its 


smartphone software, a tiny British hand- 
set maker called Sendo, defected to the 
Symbian/Nokia camp, announcing that its 
forthcoming phones would use Series 60. 
Sendo cited its inability to gain access to 
the source-code of Microsoft's software as 
one reason for switching. 


Microsoftly, softly 

Having failed to sign up the large handset 
makers, Microsoft has decided instead to 
get round them by going directly to their 
customers: the mobile-network operators, 
which buy handsets in bulk and sell them 
to their subscribers. Microsoft is able to do 
this because a significant proportion of 
mobile phones (26% this year, according to 
figures from Strategy Analytics, a consul- 
tancy) are made by contract manufactur- 
ers, to which handset makers outsource 
some or all of their manufacturing. Some 
contract manufacturers, such as HTC of 
Taiwan, also design products and are 
known as "original design manufacturers" 
(ODMS). The sev phone is a joint venture 
between Microsoft, HTC and Orange, a 
European mobile-network operator. HTC 
designed and built the hardware, Micro- 
soft provided the software, and Orange 
agreed to buy the phones. 

For operators such as Orange, the ap- 
peal of this approach is that they can custo- 
mise the phone and brand it with their 
own logo, differentiating themselves from 
rival operators. For Microsoft, the appeal is 
that it can get phones into the marketplace 
without the support of the large handset 
makers. In the long run, it hopes that the 
industry will develop as the computer in- 
dustry did: away from a vertically inte- 
grated model, in which the same compa- 
nies make hardware and software, and 
towards a horizontally layered model in 
which software is supplied by Microsoft 
and hardware becomes a commodity 
made by firms such as HTC. 

But there are a number of problems 
with this vision. The main one is that the 
economics are skewed in favour of the 
large handset makers, which produce far 
bigger volumes. Nokia, Motorola and 
Samsung produce handsets in quantities 
measured in millions. An operator placing 
an order with an ODM, in contrast, will or- 
der a few hundred thousand handsets at 
best. With fewer economies of scale, this 
makes the handsets more expensive. 

Matti Alahuhta, president of Nokia's 
handset division, insists that his company 
has nothing to fear from contract manufac- 
turers. About 20% of Nokia’s production is 
outsourced, and this provides a reference, 
enabling Nokia to ensure that its own 
manufacturing facilities stay competitive. 

Vertical integration will continue to 
make sense in such a fast-moving indus- 
try, says Mr Alahuhta. He concedes that » 
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» handsets are becoming a commodity—but 
only at the very bottom of the market, and 
even there he claims that Nokia's superior 
logistics mean it has better margins than 
its smaller competitors. At the top end of 
the market, though, where Microsoft is try- 
ing to compete, Mr Alahuhta insists there 
is no sign of commoditisation. 

It is too early to conclude that Micro- 
soft's attempt to by-pass the handset mak- 
ers will fail. But the omens from its previ- 
ous joint venture with HTC, à hybrid 
PDA-phone running Microsoft's Pocket PC 
software, are not good. Sales of the device, 
known as the XDA in Britain, the MDA in 
Germany, and the "T-Mobile Pocket PC 
Phone Edition" in America, have been 
slow. A British operator, O2, has sold only 
12,000 XDAs since its launch this summer, 
despite a massive advertising campaign. 
This may reflect a lack of enthusiasm for 
PDA-like devices, but it also highlights an- 
other problem with the ODM approach: 
the lack of a strong brand. 

Mobile phones are fashion items, and 
branding matters to their users. Once 
again the large handset makers, and Nokia 
in particular, have the upper hand. Sur- 
veys show that consumers rate Nokia 
above all other mobile-phone brands, 
whether or not their present phone is a No- 
kia. Its customers are also more loyal to No- 
kia than to their mobile operator, although 
operators such as Vodafone are now doing 
their best to promote their brands above 
those of the handset makers. 


The powerful pull of monopoly 

So far, then, Microsoft's plan to invade the 
mobile-phone market is not going well. 
“Microsoft have their work cut out to have 
any major impact on this market as things 
stand," says Ben Wood of Gartner. The 
company's best hope, he suggests, is to use 
its traditional weapon for attacking new 
markets: its Windows monopoly. By 
tightly integrating its smartphone soft- 
ware with its desktop and server software, 
Microsoft might be able to appeal to cor- 
porate users. For example, the sPv can, 
with the help of Microsoft's software, gain 
access to e-mail, calendars and databases 
on both pcs and servers. 

But there could be legal problems with 
this strategy. Microsoft's competitors have 
already complained to the European Com- 
mission, which is investigating the com- 
pany, that its nextgeneration e-mail 
server, codenamed Titanium, is being de- 
signed to favour those mobile devices that 
are running Windows. 

It is far too early to count Microsoft out. 
It is nothing if not determined. Its lucrative 
Windows franchise will be able to fund its 
forays into loss-making new markets for 
years to come, and it is sitting on $40 bil- 
lion in cash. The troubled switch to 3G 
technology means that the mobile-tele- 
coms industry is in turmoil, and Microsoft 


may be able to capitalise on the confusion. 
If all other strategies fail, it could always re- 


sort to the drastic step of buying an oper- 


ator or handset maker. 

Mr Suwanjindar insists that it is still 
early days, and that Microsoft continues to 
negotiate with handset makers about us- 
ing its software. As for Nokia, which he 
agrees is Microsoft's biggest competitor in 
this arena, Mr Suwanjindar admits that 
“we have a tremendous amount of respect 
for them as a handset manufacturer"—in 
other words, only as a hardware company. 

Smartphones, says Mr Suwanjindar, 
are an entirely new class of device. Al- 
though they resemble phones, that does 
not give Nokia and other handset makers a 
“birthright” to the market. “There is a con- 
tribution we can make to the mix," he says. 

In Nokia, however, Microsoft may have 
met its most Microsoft-like competitor to 
date. Comparisons between the two firms 
are difficult to avoid. Mobile-network op- 
erators grumble that Nokia has too much 
clout, much as Pc makers grumble about 
Microsoft. They also worry that with Club 
Nokia, its loyalty programme, Nokia is en- 
croaching on the operators' own turf, just 
as Microsoft was wont to do. Club Nokia 
offers Nokia-specific features, such as ring- 
tones, games and logos, which customers 
can take with them from one network pro- 
vider to another. 

Moreover, Nokia's Series 60 software 
could yet emerge as the mobile equivalent 
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of Windows. "Nokia is the Microsoft of 
mobile phones, the gorilla of the indus- 
try," says Gartner's Mr Wood. (It is also, he 
might have added, the equivalent of Dell, 
whose superior logistics have made it the 
number one Pc maker.) 

Yet, for all their similarities, Microsoft 
and Nokia differ in one crucial respect. Mi- 
crosoft's dominance stems from its closely 
guarded ownership of Windows. But the 
mobile-phone industry, in which Nokia is 
top dog, is based on open standards. The 
use of common standards that are not 
owned by any particular vendor has bene- 
fits. For example, it enables handsets 
based on the GsM standard to be used in 
most parts of the world. But it also has 
drawbacks: Europe's proposed standard 
for 3G does not work yet. Nokia has 
achieved its dominance not through own- 
ership of proprietary technology, but from 
its ability to innovate around open stan- 
dards, from its strong brand, and from its 
impressive logistics. In other words, in sev- 
eral respects it is not like Microsoft at all. 

Nokia's attitude to Microsoft is reveal- 
ing. "We are not in competition, but ap- 
proach convergence from different sides," 
says Mr Alahuhta, choosing his words 
carefully. He is right: Microsoft is so insig- 
nificant in the mobile-phone market that it 
is not a competitor—at least, not yet. But as 
their industries collide, the firms are sure 
to become opponents in what promises to 
bealongandbitterfight. m 
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Argentina 





The hole gets deeper 


WASHINGTON, DC 


Argentina will suffer most from not repaying a World Bank loan. But President 
Duhalde (above left) and his economy minister may have started something bigger 


N NOVEMBER 14th Argentina took a 

big step towards joining the club of fi- 
nancial deadbeats that includes Zimba- 
bwe, Iraq, Liberia and the Seychelles— 
countries that are in default on their offi- 
cial debts to the World Bank. Argentina’s 
government paid only $79.2m out of an 
$805m repayment that had become more 
than 30 days overdue. Since the country 
has over $9 billion of reserves—a figure 
that has been rising recently—its motive 
was largely tactical. Frustrated by the slow 
pace of negotiations with the Interna- 
tional Monetary Fund over a new loan 
package, Roberto Lavagna, Argentina’s 
economy minister, argued that no more 
money could be repaid to the Bank with- 
out an IMF agreement. He was clearly 
playing a game of chicken. 

Will he win? Argentina stands to lose 
most in the short term. Since it defaulted to 
private creditors last December, the World 
Bank and other international financial in- 
stitutions have been the only potential 
source of funds for Argentina’s govern- 
ment. Now that lifeline, too, is at risk. Until 
it pays off its arrears, Argentina will not be 
eligible for new World Bank loans (such as 
a $600m loan to help the poorest house- 
holds). If no repaymentis made within the 
next 30 days, all disbursements of existing 
loans will stop. After six months, the Bank 
would declare all its loans to Argentina— 
$8.5 billion in all—to be in “non-accrual sta- 
tus" (in effect, in default). 

This deadbeat club is relatively exclu- 


sive. For the Bank's first four decades no 
borrower defaulted. In 1984, Nicaragua 
was the first country to become more than 
six months overdue. Since then only 19 
countries have followed suit. By compari- 
son, 85 governments have defaulted on 
their debts to foreign commercial creditors 
since 1975. Since the World Bank and other 
official lenders provide loans when no- 
body else will, countries usually try hard 
to keep paying them back. This *preferred 
creditor status" is one reason why the 
World Bank's bonds are rated AAA, even 
though most of its loans are to a host of 
risky developing countries. So far, the 
Bank has always—eventually—been paid 
back in full, as deadbeat countries get out 
of their financial holes. Only this year, 
Syria and the Democratic Republic of 
Congo have paid off outstanding arrears. 
A "default" on World Bank debt, unlike a 
default on commercial debt, has not, so far, 
implied a permanent loss to the Bank of 
principal and interest. That explains why 
Standard & Poor's announced last week 
that it was keeping stable its rating outlook 
for the World Bank and other multilateral 
lenders to Argentina, despite the govern- 
ment's decision not to pay. 

Other reasons include the World 
Bank's strong capital base and its conser- 
vative financial management. As emerg- 
ing markets have experienced bigger fi- 
nancial crises in recent years, the Bank has 
been increasing its loan-loss provisions 
(currently at $4.1 billion) and putting aside 
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extra reserves. Over the past five years, the 
Bank’s total equity (the amount of cash 
that could, in extremis, be paid out to 
bondholders) has risen to $29 billion— 
much higher than its total exposure to Ar- 
gentina. And beyond, there is still “callable 
capital”: the $178 billion or so that the 
World Bank’s shareholder governments 
have promised to supply if necessary. 
With that kind of cushion, it is small won- 
der that few are worried about the Bank’s 
credit rating. 


Double default 

Even so, last week’s decision could have 
serious consequences. First, as the World 
Bank's fourth-biggest debtor, with around 
7% of its loans, Argentina is much bigger 
than any previous deadbeats. The amount 
of principal that Argentina left unpaid last 
week is more than the overdue amounts 
owed by all the other defaulting countries 
put together. Elsewhere the problem is 
much worse. At the Inter-American De- 
velopment Bank, the World Bank's sister 
institution that focuses on Latin America, 
the concentration of loans to Argentina— 
and hence the potential cost of an Argen- 
tine default-is much bigger. 

Second, if Argentina fails to pay up for 
more than a few months, prudence sug- 
gests that the World Bank will need to pro- 
vide more against the risk of Argentina's 
loans. More provisioning reduces the 
Bank's profits, which are a big source of 
cash for the poorest developing countries. 
In particular, there might be less money to 
subsidise cheap loans and pay for forgiv- 
ing the debts of the very poorest. Alterna- 
tively, the Bank could boost its income by 
docking various interest-rate reductions 
that most borrowers tend to receive as a 
matter of course. Eliminating these “waiv- 
ers" would hit other middle-income coun- 
tries that borrow from the Bank, such as 
Brazil or Bulgaria. In short, the rest of the 
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> developing world will pay a price for Ar- 
gentina's default. 

Most troubling of all is the risk that Ar- 
gentina's action might herald a shift in 
countries' willingness to default on loans 
from multilateral creditors. The deadbeat 
club has mostly consisted of the war-torn 
and the ungovernable: Sudan, Yugoslavia 
and Sierra Leone have all been members. 
In the 1980s debt crisis, Peru, Nicaragua, 
Guatemala, Honduras and Panama tem- 
porarily defaulted to the Bank. The re- 
gion's bigger countries, such as Mexico, 
Brazil or Argentina, never did. 

Now, with the world economy looking 
shaky and private finance scarce, several 
emerging economies, including Latin 
America's behemoth, Brazil, have debt 
burdens that are causing concern. Unless 
things improve soon, there could be more 
sovereign defaults in emerging markets. So 
far, Argentina is the only big emerging 
market that has been reduced to using de- 
fault on multilateral debt as a chip in its fi- 
nancial negotiations. The worry is that it 
will not be the last. m 


HSBC 


Bottom-fishing 


HSBC embraces a predatory lender 


€6"T^HIS is as bad a company as you can 

imagine." So a senior regulator in 
America describes Household Interna- 
tional, a consumer-finance company that 
HSBC, a global bank, agreed to buy last 
week. Household International is viewed 
by some of its customers and by state attor- 
neys-general across America as a preda- 
tory lender. A report from Washington's 
Department of Financial Institutions in 
April listed its practices, which, it says, may 
include forging customer signatures on ex- 
pensive, unsuitable insurance contracts. 





Although Household Finance rejects the 
charges, it has reached a preliminary 
agreement with most state attorneys-gen- 
eral to pay nearly half a billion dollars 
back to its customers, and to reform its 
business methods. 

For HSBC, a British-based bank that 
prides itself on its respectability, House- 
hold is an odd choice of partner. In recent 
years, HSBC's strategy has been to push 
into wealth management. Household's 
customers, however, have an average 
household income of only $45,000- 
60,000, and over a third do not have credit 
histories good enough to qualify for a 
"prime", or mainstream, loan. 

Household's accounting practices have 
also come under fire. William Ryan, an an- 
alyst at an independent boutique in New 
York, worries that Household's practice of 
re-ageing loans—meaning that loans are re- 
structured but still counted as perform- 
ing—masks poor loan underwriting. In Au- 
gust, Household said it would restate its 
earnings by $386m between 1994 and 
2002, after KPMG had replaced Andersen 
as its auditor. 

Thanks to awful sentiment on House- 
hold-its stock has fallen from a high of $62 
to around $28—HSBC seems to be getting a 
bargain. Its offer of $14 billion is only 1.6 
times the value of Household's assets, and 
seven times its 2003 profits, according to Si- 
mon Samuels at Schroder Salomon Smith 
Barney in London. The acquisition gives 
HSBC much-needed revenue growth and a 
chance to diversify away from Hong Kong 
and Britain. In many ways, HSBC's swoop 
is a welcome return to form-in its younger 
days the bank excelled at turning around 
cheap, distressed assets. 

Although consumer-activist groups are 
trying to derail HsBC's purchase-a New 
York group called Inner City Press/Com- 
munity on the Move filed challenges with 
regulators in America and Britain this 
week-the deal should be good news for 
Household's customers. Douglas Flint, 
HSBC's finance director, points out that 
only a minority have complained of pred- 
atory treatment, and says that it is unfair to 
extrapolate from a few stories to slur the 
whole company. At the same time, 
though, Mr Flint says that HSBC has a repu- 
tation that it will not prejudice, and that it 
will be sending in its own people to over- 
see standards at Household. 

If standards go all that much higher, 
however, HsBC may find that House- 
hold's profits are not what it hoped. In its 
settlement with the state attorneys-gen- 
eral, Household has promised to cap loan- 
origination fees and front-end payments at 
5%, to restrict prepayment penalty periods 
to two years and to ensure that all real-es- 
tate-secured loans provide a net tangible 
benefit to the borrower. A new predatory- 
lending bill from Senator Paul Sarbanes 
would ban balloon payments, where the 


bulk of a loan is left unpaid until maturity, 
and mandatory arbitration, both of which 
Household uses. “The challenge for HSBC 
is how much of Household's earnings are 
sustainable," says James Chanos of Kyni- 
kos Associates, a hedge fund in New York 
that until recently had a short position in 
Household International's shares. 

Most surprising, from cautious HSBC, is 
its vote of confidence in the indebted 
American consumer. Household Interna- 
tional's credit quality has deteriorated re- 
cently, and Schroder Salomon Smith Bar- 
ney forecasts that Household's bad-debt 
charge for this year will be $5.5 billion, 
compared with just $1.5 billion for HsBC 
before the deal. From now on, the bank's 
managers may start making sunnier re- 
marks about the world economy. m 








Citigroup 


Should Sandy go? 


NEW YORK 
At what pointis Citi's chief executive 
less an asset, more a liability? 


A WHEAT is gone from csrB; David 
Komansky will soon have left Merrill 
Lynch. Investigations and a rotten market 
are combining to clean out Wall Street's 
stables. At some point, the woes attached 
to a chief executive's tenure appear more 
costly than the talents he brings to the job. 
No firm is more besieged right now than 
Citigroup: its leader, Sandy Weill, has be- 
come something of an embarrassment. Is 
it time for him to go? 

Mr Weillis one of the highest-paid exec- 
utives in the world, with a complex pack- 
age worth more than $250m over the past 
two years, according to Graef Crystal, a 
compensation consultant. The strongest 
argument against Mr Weill is that he is not 
worth it that Citi's business, notwith- 
standing its huge profits, has begun to suf- 
fer from a series of poor decisions on his » 
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watch. The current furore over more sala- 
cious issues, such as whether and how he 
got his star telecoms analyst, Jack Grub- 
man, to change a stock recommendation 
on AT&T, is diverting public attention 
from bigger problems. 

Losses from aggressively-sold credit 
cards and consumer loans are on the rise; 
the brokerage operation has not cut costs 
in line with declining prospects. The entire 
strategy of a universal bank, with all the 
conflicts of interest it entails, is suspect, 
says David Hendler, an analyst with 
CreditSights, an independent research 
firm. So far, these shortcomings have been 
offset by the sharp decline in interest rates, 
butthathas now largely run its course. 

Mr Weill has hit one landmine after an- 
other since he forced out John Reed as his 
co-chief executive in early 2000. His acqui- 
sition later that year of Associates First 
Capital for $31 billion prompted an investi- 
gation into predatory lending that pro- 
duced mountains of rotten publicity and 
led to a $215m settlement in September. A 
greater cost may be the damage to Citi's 
reputation from a seedy business. 

Citi was anunabashed financier of tele- 
coms companies; Mr Weill was doubly in- 
volved, as chairman of the bank and as a 
board member of AT&T. This looks bad 
after the telecoms bust. A complaint filed 
in September against five executives of 
bankrupt and troubled telecoms compa- 
nies for profiting from initial public offer- 
ings was largely devoted to detailing the 
corruption in Citi's equity research. 

Hearings in Congress suggest that Citi 
also played a crucial role in creating the fi- 
nancial structure that obscured Enron's 
precarious condition from investors. An- 
other settlement is said to be imminent 
over the destruction of e-mails requested 
by investigators. Pulled together, all these 
add up to a scathing indictment of poor 
management. As the revelations have 
come, one senior executive after another 
has been purged, but it is hard not to con- 
clude that the management problem goes 
right to the top. 

Then there is the scandal that touches 
Mr Weill most directly: his much-publi- 
cised relationship with the already dis- 
graced Mr Grubman. With Mr Weill's en- 
couragement, Mr  Grubman briefly 
changed his negative recommendation on 
AT&T's stock just before a lucrative initial 
public offering. There is much speculation, 
and some e-mail evidence, that the recom- 
mendation helped to win support for Mr 
Weill's successful ousting of Mr Reed, from 
Michael Armstrong, AT&T's chief execu- 
tive, who also happened to sit on Citi's 
board. Another e-mail suggests that Mr 
Grubman's recommendation came in ex- 
change for help in getting his children into 
a nursery school, with the support of a 
$1m Citigroup donation to the school. At 
the least, Mr Weill is responsible for alert- 


ing Eliot Spitzer, New York state's attorney- 
general, to the dark and tangled world of 
schools for five-year-olds. 

The most insidious damage may be the 
hardest to measure. The collective impact 
cannot possibly be good for morale at Citi, 
says John Whitney, a professor at Colum- 
bia Business School. Trust in the bank by 
outsiders, and within the bank itself, has 
undoubtedly been damaged. Any further 
deterioration will be judged harshly. 

Nevertheless, Mr Weill, who is 69, may 
survive for years. People who have studied 
his career say there is no chance that he 
will depart voluntarily. After Mr Reed's de- 
parture, Mr Weill promised the board that 
he would find a successor within two 
years. But that deadline has long passed: 
Mr Weill both screens and coddles his 
board with great care. On November 14th, 
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it reaffirmed its support for his efforts to - 
guide the company during these difficult 
times. | 

If financial markets are the best judge- 
of Mr Weill, then he enjoys considerable 
support. Citi’s share price has done better 
than many of its rivals’. Its funding costs in 
the bond market are 50 basis points below 
those of J.P. Morgan Chase. Many large 
shareholders admit they invest in Citi not : 
because of the company, which may be 
impossibly complex, but because of Mr 
Weill's track record. Had they bought in 
when Mr Weill emerged from forced retire- 
ment in 1986 with the purchase of Com- 
mercial Credit, a consumer-finance com- 
pany, their annual appreciation would 
have beaten 30%. As long as Mr Weill can 
ensure that Citi makes money, investors 
will tolerate him. ak 
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Private equity 
Trade secrets 


NEW YORK 
CalPERS faces a lawsuit on disclosure of 
its private-equity performance 


OW much detail should pension 

funds give about their ventures into 
alternative investments? In the case of 
private-equity investments with no 
quoted market value, disclosure can be 
misleading—and embarrassing. So argues 
the California Public Employees’ Retire- 
ment System (Calpers), the largest public 
pension fund in America, which has in- 
vested almost $20 billion of its $129 billion 
assets in an assortment of venture-capital, 
buyout and real-estate funds. 

The strategy may have been good for 
Calpers itself—but so far it adamantly re- 
fuses to tell. This reticence has prompted 
the San Jose Mercury News to file a lawsuit 
with wide implications. 

The newspaper is suing Calpers for ac- 
cess to the fund-by-fund performance data 
of its private-equity investments, claiming 
that this should be a matter of public re- 
cord. Calpers argues that it is a trade se- 
cret. Last week, the San Francisco Superior 
Court ruled tentatively that at least some 
performance data falls into the public do- 
main, but it gave Calpers, and the private- 
equity funds in which it invests, three 
weeks to make their case. 

Calpers fears that forced disclosure 
would hurt its returns because it would be 
shunned by the best funds, which value 
discretion. First, it argues, large returns de- 
mand investment strategies that can work 
only if returns are kept confidential; sec- 
ond, only sophisticated investors—eg, the 
managers of big pension funds such as 
Calpers—but emphatically not its clients, 
can tolerate the volatility that comes with 
investing in illiquid assets. 

Private-equity funds, unlike publicly- 
traded stocks with returns that can be eas- 
ily measured, report an internal rate of re- 
turn (IRR), a fuzzy concept for which no 
standardised measure exists and which 
can easily be manipulated to boost results. 
Calpers itself recently launched an initia- 
tive to standardise its measurement of IRR, 
even as it awaits the judge's decision. 

Any move by Calpers is likely to be fol- 
lowed elsewhere. In September the Uni- 
versity of Texas pension fund willingly 
made public its private-equity perfor- 
mance, amid a hail of lawsuits from priv- 
ate-equity firms. The Massachusetts pen- 
sion trust is considering a similar step. 
Private-equity funds fear the effect that dis- 
closure might have on reputations. But 
these days the pressure for more transpa- 
rency is hard to resist. W 
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Financial ER 
Protesting too 
much 


Investment firms goof up their 
lobbying in Brussels 


OMETIMES you can lobby too hard. 

That was the mistake made by Peter 
Sutherland of Goldman Sachs when he 
was wrangling with Brussels over pending 
legislation, according to sources at the 
European Commission. Frits Bolkestein, 
the single-market commissioner, smelled 
a rat. If these folk are lobbying so hard, he 
mused, there must be something they 
aren't telling us. 

At the last moment this week, Mr Bol- 
kestein stiffened revisions to a new draft 
investment services directive (ISD), gov- 
erningthe way that big firms dealin securi- 
ties, to thwart exactly the changes that 
Goldman and other big banks had been 
lobbying for. Mr Sutherland, a former 
commissioner himself, should perhaps 
have known better. 

The latest amendments will oblige 
large investment banks to signal to the 
broader market their bid-and-offer prices 
before they execute in-house trades for re- 
tail clients. Such pre-trade transparency 
will be mandatory for limit orders, or in- 
structions to deal only within a specified 
price range. Commissioners unanimously 
approved the revision of the draft isp on 
November 19th. 

Mr Bolkestein's change of mind is a set- 
back forinvestment firmsin the tug-of-war 
over the 1sp. For many months their lob- 
byists have been wrangling with Eurocrats 
and envoys from stock exchanges over "in- 
ternalisation" by financial institutions. In- 
ternalisation is the matching in-house of 





Sorry Peter, no can do, says Frits 






client orders to buy or sell exchange-listed 
securities, against either another client's 
order or the firm's own position. 

Internalisation is forbidden, barring ex- 
ceptional cases, in Italy, France, Spain and 
Greece. These countries have so-called 
concentration rules that force domestic in- 
vestors to go through domestic stock ex- 
changes when buying shares at home. Ital- 
ians introduced concentration rules to 
keep their retail brokers honest by forcing 
them to go through the regulated market. 
The French argue that the same rules 
should apply to investment firms as to 
stock exchanges. 

A week ago, things seemed to be going 
the investment firms' way. An earlier draft 
of the directive was going to allow inter- 
nalisation, although with strings attached. 
Investment firms would be required to ask 
their clients for specific permission every 
six months to match orders in-house. They 
would have to make the price and size of 
the trade public, but only immediately 
after execution. 

Why is transparency before a trade so 
unpopular with investment firms? Mor- 
gan Stanley and Goldman Sachs, two of 
the most prominent internalisers, match 
about a quarter of their order-flow in- 
house. Off-exchange trading will become 
far less attractive if banks have to disclose 
trading intentions. 

Investment firms argue that investors 
should be given the choice between less 
and more transparent methods of order 
execution. Telegraphing certain types of 
large orders to the market before execu- 
tion, they say, will move the markets 
against investors and drive up costs. Some 
investors will simply not trade if pre-trade 
disclosure is made mandatory, they argue. 
Stock exchanges retort that disclosing an 
order to the broader market is necessary 
for efficient price formation. 

Both arguments have some force, says 
Ruben Lee, a consultant. Price formation is 
at its most efficient with compulsory 
publication of pre-trade intentions and 
trade execution. But there is a trade-off: full 
transparency harms liquidity. Flagging a 
big trade can move prices considerably 
and widen spreads (the difference be- 
tween buy and sell prices). 

Yet the proposal for a revision of the 
ISD mandates transparency only for retail 
clients of large dealers. Big investors will 
still be able to buy 5om Volkswagen shares 
without the public being in the know. 
Moreover, prices tend to be formed in the 
wholesale, not the retail market. 

The approval of the 1sp draft by the 
commission is only the first step in the leg- 
islative process, which will take at least an- 
other year. Now the investment firms and 
the Eurocrats will start to squabble about 
the definition of "retail" clients and "large" 
dealers. A fresh opportunity for Mr Suther- 
land, no doubt. m 





European insurance 


Generali steps out 


MOGLIANO, TRIESTE AND VENETO 
There is anew mood of openness at a 
traditionally opaque insurer 


ECRETIVE and prone to damaging inter- 

nal battles. That is the popular image of 
Generali, Europe's fifth-biggest insurer. A 
series of chairmen have been ousted in re- 
cent years, the latest on September 12th 
when Gianfranco Gutty resigned, having 
previously lost his job as chief executive in 
April. His replacement was Antoine Bern- 
heim, who had himself been rudely 
ejected as chairman in 1999. These she- 
nanigans strengthen another popular 
view, that the Italian insurer is in thrall to 
its biggest shareholder: Mediobanca, a 
Milanese investment bank (see box). 

Generali's performance lags that of its 
European peers. Its market capitalisation 
of €22 billion ($22 billion) is barely above 
thelevel of 1997 and lessthan half its value 
at the start of 2001. Few rivals have fared 
worse. But there are changes afoot. Gen- 
erali has become noticeably more trans- 
parent in its financial reporting in its latest 
two quarters. In a few weeks' time Gen- 
erali will present a three-year strategic 
plan, giving investors precise performance 
and profit targets. The plan has been 
agreed only after heated discussions be- 
tween headquarters and the group's far- 
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Nicely maturing assets 


flung subsidiaries. 

This new spirit is the inspiration of Gio- 
vanni Perissinotto and Sergio Balbinot, 
Generali’s top operational managers. 
When Mr Gutty lost his post as chief exec- 
utive, these two Generali veterans stepped 
in as managing directors, with Mr Perissi- 
notto taking charge of Italy as well as fi- 
nancial management, and Mr Balbinot 
having responsibility for the extensive 
non-Italian businesses. 

Generali has a strong balance sheet and 
manageable debt. Moreover, it has always 
run its investments conservatively. That 
was a drag during the stockmarkets' go-go 
years, when rivals such as Allianz and Axa 
took more risk and prospered. But in to- 


MILAN 
Generali's biggest shareholder still pulls strings 


NCE the powerhouse of Italian fi- 

nance, Mediobanca, a small Mila- 
nese investment bank, has seen foreign 
rivals undermine its position as the pre- 
eminent adviser to the country's large 
companies. It even failed to rank among 
the top ten arrangers of completed 
merger and acquisition (M&A) deals last 
year. Yet, as recent events have shown, it 
is too early to write off Mediobanca. It 
may have lost ground in M&a, but it is 
still an operator behind the scenes. One 
of the plans it has cooked up for Gen- 
erali, a lacklustre Italian insurer (see 
main story), has more to do with Italian 
political-economic skulduggery than 
with business logic, it seems. 

Italy’s competition watchdog anyway 
suspects the bank of being a little too 
racy. Last month, it launched an investi- 
gation into Mediobanca’s role in a 
planned merger involving two leading 


insurance companies, Fondiaria and 
SAI, as well as into its position as Gen- 
erali’s biggest shareholder. 

Together, these three could control 
Generali, as only around one-third of 
voting capital turns up for shareholder 
meetings. And voting power is not Me- 


 diobanca's only hold over Generali. The 


competition regulator has evidence that 
Mediobanca has appointed decision- 
makers and exercises general sway over 
Generali’s management. So much for 
equal treatment of shareholders. 
Mediobanca has plans to merge Me- 
diolanum, a listed insurer and financial- 
services company, into Generali. Italy's 
prime minister, Silvio Berlusconi, heads 
Mediolanum’s share register, with a 
stake of 35.5%. Taking Mediolanum into 
Generali would make him the second- 
biggest shareholder in Italy’s biggest in- 
surer. Is this business—or politics? 





day’s environment, Generali’s timid 10% 
exposure to equities is suddenly alluring. 
Mr Perissinotto argues that the group has 
the scope to guarantee investors’ capital 
even while returning a margin on top. That 
could have powerful appeal. 

Among its other assets, Generali boasts 
a portfolio of high-quality corporate 
bonds. Less obvious is a set of prime prop- 
erties that might one day be floated sepa- 
rately-among its gems is an entire side of 
St Mark's Square in Venice. 

There is also plenty of potential to cut 
costs. Mr Balbinot has begun streamlining 
the dozens of companies that constitute 
the group's international business. INA, an 
Italian insurer acquired in 1999, has now 
been fully integrated and promises good 
returns, particularly if Italy's government 
at long last tackles pension reform and in- 
troduces private pensions. 

There are other potential efficiencies. 
Generali has 30m customers in Europe 
and believes it can sell more than the aver- 
age of 1.4 products to each, which is all it 
manages today. Successful bancassurers 
(combined bank and insurance outlets) 
sell far more per customer, Mr Perissinotto 
notes. Generali has introduced greater 
self-discipline, to protect profits. Last year, 
for example, it stopped selling guaranteed 
annuities in Switzerland, although they 
were one-third of its sales there. 

Despite this progress, and a strong in- 
ternational presence (plus the fact that for- 
eign institutional investors own around 
2596 of its shares), Generali still has its im- 
age problem: its secretiveness, plus the fail- 
ure of past managers to combat the dispro- 
portionate influence of Mediobanca, 
giving the impression that it is the bank 
that calls the shots. To put this right, Messrs 
Perissinotto and Balbinot must persuade 
Generali's other shareholders to throw 
their weight around a bit more. A Generali 
freed from the grip of Mediobanca: now 
that might really put the wind up the in- 
surer's competitors. m 







conomics Focus| ` 


= Does the world’s free-trade club actually work? 





p ANNER-WAVING anti-capitalists and advocates of free trade 

J (such as The Economist) seldom agree on much. But one thing 
readily accepted by both sides in the globalisation debate is that 
the World Trade Organisation (wo), the Geneva-based outfit 
that oversees multilateral trade arrangements, makes a differ- 
ence. Almost nobody doubts that the wro and its predecessor, 
the General Agreement on Tariffs and Trade (GA TT), have helped 
to boost global trade, by encouraging countries to lower their ta- 
riff barriers in successive rounds of trade negotiations. 

Until now. In a brutally contrarian paper*, Andrew Rose, an 
economist at the University of California, Berkeley, claims that 
the wro has been ineffective. "There is no compelling empirical 
evidence showing that the GATT/w TO has actually encouraged 
trade," he writes. How can this be? Hasn't global merchandise 

` trade risen, on average, by 6% a year since the GATT was created 
in 1948—far faster than global output? | 

Yes, says Mr Rose, who is as keen on trade as most econo- 
mists—but the wro apparently had nothing to do with it. Being 

= a member of the wro makes no statistical difference to how 
much countries trade with each other, after taking into account 
other things that are widely assumed to influence trade, such as 
income and distance from foreign markets and suppliers. In a 
companion paper, he suggests why it might be that the wTo has 
so little effect: membership seems to have little or no influence 
on trade policy. Although the wTo is ineffectual, Mr Rose ar- 
gues, one agreement that does boost trade is the Generalised Sys- 
tem of Preferences (Gsp): a labyrinth of trade preferences that 
«fich countries unilaterally give to poor ones. The Gsp, and prefer- 
| "encesin general, are viewed with suspicion by free traders, who 
.. see multilateral trade agreements—in which everybody receives 

- — the same treatment-as superior. Mr Rose finds that the csr has 

- doubled trade, whereas the wro has made no difference. 
<c This is startling stuff. Are Mr. Rose's statistical methods 
wrong? Apparently not. He uses a standard approach to explain 
trade patterns and he tests his results carefully. Whatever you 
fü ; unc uite a mystery. 
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other possibilities. The timing of membership, the pacing of 
trade reform and differing attitudes to membership among par- 
ticular groups of countries may all be clouding the truth. 

As Mr Rose notes, de facto and de jure membership of the sys- 
tem are notthe same thing. Countries may sometimes behave as 
though they are members even when they are not, in anticipa- 
tion of joining. Conversely, many developing countries first 
joined the GATT on the understanding that they would be 
spared its obligations (and benefits). Until recently, the GATT 
system made few demands of poor countries, which are now 
the majority of the wO's 144 members, and granted them sec- 
ond-class status in return. Many poor countries were allowed to 
keep their trade barriers high. India, a founding member of the 
GATT, still has tariffs that are among the highest in the world. 

Over the past two decades, many poor countries have 
opened their economies unilaterally (or been pushed into it in 
exchange for loans from the imr and World Bank). In contrast, 
the industrial countries joined the GATT early, but then reduced 
their merchandise tariffs rather slowly over subsequent decades. 
Seen in the aggregate, all this may look as though the GATT had 
little or no effect. Yet it could still be true that the rich countries' 
long and gradual liberalisation would not have happened with- 
out it. And if the rich countries had not liberalised, neither 
would most of the developing countries. 


The public good 

Even if the quantifiable role that the GATT has played in boost- 
ing trade among members is modest, a rules-based multilateral 
trading system has broader benefits. As Mr Rose points out, the 
system may be a kind of public good, encouraging trade among 
all countries, members and non-members alike. Also, the wTO 
oversees a system of rules and dispute-settlement procedures 
that goes well beyond tariffs. Besides benefiting members di- 
rectly, these processes may indirectly benefit non-members, by 
establishing pro-trade norms and standards of behaviour. Also, 
the system gives members benefits that go much wider than ex- 
panded trade—advantages which Mr Rose is failing to capture. 
For instance, foreigners are likely to be more confident about in- 
vesting in poor countries if they are wro members. 

Mr Rose's finding that the Gsp is strongly trade-promoting is 
incidentalto his main results—he cites it mainly for methodologi- 
cal purposes, to establish that his approach can detect some 
kinds of trade expansion. No less than his puzzling findings on 
the impotence of the GATT, however, his results on the potency 
of the Gsp are both peculiar and troubling. Most previous re- 
search on the cs» has underlined the harm it has done to poor 
countries. One recent paper'* by Caglar Ozden, an economist at 
the World Bank, and Eric Reinhardt of Emory University, argues 
that the Gs? is anti-trade: on balance, the system actually delays 
a poor country's efforts to liberalise. Even if that were not so, the 
GSP seems certain to distort trade in a way that worsens its qual- 
ity, regardless of any influence, good or bad, on quantity. 

The Doha round of multilateral trade negotiations is strug- 
gling; the pendulum is swinging towards preferential bilateral 
and regional agreements. Most economists believe this is bad. 
Mr Rose's arresting results challenge that view. They demand, 
and will no doubt receive, careful scrutiny. 8 


4A3VFÁTARECABSERRSETRRTALARARTEBTXNYAVEAEAAXOREATRA EF ALES T3 A KWAX KWVÉORETVEATATU*BÓTAOAHASAKRVSATSAVOXSNUEEAATRTRAANEAAARARAATAEVA S A640 4A9 3469 END OA 


* "Do we really know that the WTO increases trade?” CEPR Discussion Paper 3538. 
** "The Perversity of Preferences" World Bank working paper, forthcoming. 











Mining technology 


... Minesaregettingsmarter 

ALEXIS ZORBAS, the title character of Ni- 
kos Kazantzakis’s novel “Zorba the 

_ Greek”, is a workman filled with love of 
life, but uneducated about mining. His ef- 


.. forts as foreman of the narrator's lignite 
. , mine end ignominiously, even though his 
` instinctive abandonment of the mine be- 


fore a collapse saves both his life and those 
.. of his co-workers. In the 50 years since the 
~- book was published, mining has certainly 
changed, but all too much has remained 
the same. 
-. Thus, it is still a hazardous, dirty busi- 
ness, fraught with the danger of explo- 
sions, both accidental and deliberate. The 
mechanisation of mines has increased 
their size and productivity, but has done 
little to alter the lot of miners who toil deep 
underground. The diesel-burning ma- 
chines that are now commonplace cer- 
tainly do not make the air in mines any 
cleaner. And when disaster strikes, as it did 
in last summer's flood of the Quecreek 
coal-mine in Pennsylvania, trapped min- 
ers still have their communications cut off 
and are unable to co-ordinate with their 
rescuers. But all this is changing. A techno- 
logical revolution is coming to the busi- 
ness of mining. 


Ime mine 

One important change will be the intro- 
duction of fuel cells. These devices, which 
generate electricity by combining hydro- 
-y genand oxygen and so produce only water 
IAM as an a exhaust, have long been trumpeted 





as the next generation power pack frs ve- 


hicles on the surface. That has yet to hap- 
pen. Underground, though, the fuel cell's. 
moment has arrived. Mines have a. lot "o T 


heavy stuff to move around, and fue 
seem an ideal way to power the mac 


that do it-both the locomotives that trans- " 
port ore long distances, and the trucks that 


collect it from the rock face. 

The first fuel-cell-powered mine loco- 
motive has just been unveiled at a seminar 
in Palm Springs, Florida, by Vehicle Pro- 
jects, a company based in Denver, Colo- 
rado. According to Arnold Miller, the boss 
of Vehicle Projects, thís prototype cost 
around $2m to build. It was tested success- 
fully in September at an experimental 
minein Quebec. The firm plansto deploya 
scaled-up version in South Africa in the 
near future. 

Vehicle Projects is already working on 
another machine: a fuel-cell-powered LHD 
(Load, Haul, Dump vehicle). tus are the 
workhorses of the rockface. They have 
huge scoops, and are responsible for gath- 
ering ore and putting it into locomotive 
wagons. 

Unlike existing locomotives, which are 
often battery-powered, and for which the 
principal advantages of fuel cells are that 
they last longer than batteries and can be 
recharged faster, existing LHDs are diesel- 
powered. The fumes they produce put a 
huge (and costly) strain on mine ventila- 
tion systems. Eliminating those fumes 
could save millions of dollars a year at a 
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large mine, as well as improving mir le 
health. s E 
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The resin is I 
OUS di of such a mine, a a: 


yeats to control t LHDS rainotely.) Howeve T, 
this results in a substantial loss of pro 
ductivity compared with tHps that ha 
human drivers. Part of the reason is th 
although repeatedly filling a scoop, dri 
ing a short distance and dumping the co 
tents is boring, doing so remotely is even 
more boring-with the result that. oper 
ators are likely to make mistakes. . 

Dr Roberts and his colleagues. ha ; 
therefore set out to make a completely - 
autonomous LHD. The basic principles- - 
arcana such as reactive navigation and - 
neural networks-have been kicking - 
around robotics laboratories for years, but - 
the CSIRO group is amongthe firsttoapply 
them successfull| in mines. Dynamic 
Automation Systems, a spin-off firm affili- 
ated with csiro, now has two autono- 
mous LHDs running in commercial mines, 


Everybody's saying it 

Machines that cannot be set to automatic 
and left to get on with it need, however, to 
be told what to do. So do people. Another 
important aspect of a mine is therefore: its 
communications network. ois 
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Early systems for communication in 
mines relied on wires and telephone 
booths. In the 1970s, so-called “leaky-ca- 
bles" were introduced. Leaky-cables are 
exactly what they sound like: cables with 
the insulation stripped away at intervals, 
allowing the detection and transmission 
of radio waves. However, although such 
systems work well enough for voice con- 
versations, the rise of automation in mines 
calls for something more. 

One new system, called Ucelnet, is be- 
ing developed by Kah-Seng Chung and his 
colleagues at the Curtin University of 
Technology in Perth, Australia. Ucelnet is a 
modified cellular-telephone system. Base 


stations are placed roughly 200 metres 
apart, and the network can turn automati- 
cally into several sub-networks should 
there be a loss of connection between any 
stations. That means it should remain at 
least partially operationalif there is a cave- 
in. 

Dr Chung first tested Ucelnet in 1999, 
and has gradually been adding features 
since then. The system can, for example, 
track the location of users. In future, he 
plans to incorporate control signals into 
Ucelnet. These would allow it to be used to 
run remote-controlled mining machines. 

Cellular telephones cannot, however, 
broadcast through rock, since rock is more 









or less opaque to radio waves. But not 
completely opaque. David Reagor and his 
colleagues at America's Los Alamos Na- 
tional Laboratory, in New Mexico, have 
managed to detect low-frequency radio 
signals broadcast through hundreds of 
metres of solid rock using sQUips (Super- 
conducting Quantum Interference De- 
vices). That is possible because SQUIDs, 
which, as their name suggests, employ the 
magic of both superconductivity and 
quantum physics to perform their tricks, 
are around 10,000 times more sensitive 
than conventional radio receivers. 
Whether that makes them as sensitive as 
Zorba is an unanswerable question. @ 





Computer viruses 


Throttled at birth 


Anew way of thwarting viral 
epidemics on computers 


ARLY in the morning of July 19th 2001, a 

variant of a computer virus known as 
Code Red started spreading across the In- 
ternet. Within 14 hours, some 350,000 ma- 
chines were infected. Like most modern vi- 
rus outbreaks, it happened too quickly for 
people to intervene. In the time thatit takes 
a technician to swig a mouthful of cold cof- 
fee and clear the boxes of congealed pizza 
from his desk, 30 new machines around 
the world can be infected. Unsurprisingly, 
therefore, viruses often run riot before any 
effective response can be mounted. 

Matthew Williamson, a researcher at 
the Hewlett-Packard laboratories in Bris- 
tol, England, has now thought of a way to 
hamper the spread of a virus until engi- 
neers can finish their pizzas and get to the 
scene of the crime. He presented it at a re- 
cent conference at the Santa Fe Institute in 
New Mexico. 

Dr Williamson’s approach is based on 
the observation that computers infected 
by a virus behave differently in one key re- 
spect from uninfected computers. Once a 
virus has infected a machine, it will gener- 
ally try to connect that machine to as many 
new computers as possible, as fast as pos- 
sible, so as to spread itself further. A virus 
called Nimda, for example, gets its hosts to 
make new connections at a rate of up to 
400 a second. Uninfected machines nor- 
mally make connections at a far less frantic 
rate. Those connections are also more 
likely to be to machines that are both fa- 
miliar and in big demand, such as mail 
servers or the hosts of favourite websites. 

The idea, then, is to limit the rate at 
which a computer can connect to new 
computers, where "new" means those that 
are not on a recent history list. Dr William- 


son's "throttle" (so called because it is both »» 
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> a kind of valve and a way of strangling vi- 
ruses at birth) restricts such connections to 
one a second. This might not sound like 
much to a human, but to a computer virus 
itis an age. 

And it seems to work. Recently, the 
throttle was tested on a group of 16 ma- 
chines connected in an isolated network. 
When one of these machines was exposed 
to Nimda without the throttle being in- 
stalled, all but one of the group were in- 
fected within 12 minutes. However, in one 
test when the throttle was applied, it took 
13 minutes for a second machine to be in- 
fected, and half an hour for a third. 

But the particular benefit of throttling is 
thatit alerts people to an attack. When a vi- 
rus infects a computer with a throttle, a 
huge backlog of requests develops within 
a few seconds. This is easy to detect, and 
once detected, human intervention be- 
comes possible. In addition, though throt- 
tling has a big impact on the spread of a vi- 
rus, it makes little difference to ordinary 
activities such as web browsing. Dr Wil- 
liamson has been testing the system on his 
colleagues over the past three months. 
Some 98% of connections were made with 
no extra delay. The maximum delay— 
which was experienced in one connection 
in 80,000—was of only five seconds. 

Throttling viruses in this way is such a 
simple idea that it raises the question of 
why it has not been thought of before. Ac- 
cording to Dr Williamson, part of the rea- 
son is that most people think of computer 
security in a binary-ie, “on” or "off"—fash- 
ion. Throttling merely slows things down, 
making a system resilient rather than com- 
pletely resistant. People also, not unnatu- 
rally, think mainly about protecting them- 
selves from attack. Yet, like vaccinating 
children, much of the benefit of throttling 
accrues to others-ie, those to whom the 
virus is not transmitted, even if those oth- 
ers have not taken the trouble to protect 
themselves. In fact, it is in some ways 
worse than vaccination, since at least a 
vaccinated individual is also protected (al- 
beit at the small risk of an adverse reaction 
to the vaccine). With throttling, all the ben- 
efit accrues to others. 

Nevertheless, Dr Williamson reckons 
that the threat of viruses is large enough 
for big companies, and organisations such 
as universities, to do the decent thing. And 
given how many people get viruses from 
their friends, it might also be seen as pub- 
lic-spirited for individuals to get protection 
before they make a connection. 

The throttle could be the start of a trend. 
Researchers are only just beginning to ex- 
plore systems that will be more resilient to 
failure than today's. Dr Williamson says 
that computer architecture that will auto- 
matically hamper, mitigate, disrupt or con- 
fuse attacks is a rich area of research. Resis- 
tance may be futile. Resilience most 
certainly is not. m 
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The Prestige oil spill 
A game of 
consequences 


An ecological disaster. Or maybe not 


HE demise of an ageing oil tanker 

laden with some 77,000 tonnes of 
heavy fuel oil may not be the worst oil spill 
in history (see chart), but it has certainly at- 
tracted the attention of the world's press. 
And there is not much that can be done 
about it. That about sums up the story of 
the Prestige, an ill-fated vessel that sank on 
November 19th in rough seas off the Atlan- 
tic coast of Spain. 

Cleaning up a spill like this is not 
straightforward. Heavy fuel oil will not 
disperse or emulsify easily when treated 
with detergents. In any case, some deter- 
gents can be more toxic than the oil itself. 
All spills, even those of heavy fuel oil, clear 
over time. There will be significant short- 
term effects, though. Heart-rending pic- 
tures like the one below, of oiled sea birds, 
are one. Such birds, and other coastal ani- 
mals, will be killed in droves. 

Yet according to Robin Law, a marine 
chemist at the Centre for the Environment, 
Fisheries and Aquaculture Science, a Brit- 
ish government research agency, inshore 
waters in areas exposed to the scouring ac- 
tion of wind and tide will recover within 
two to three years. Their wildlife will re- 
cover with them. As Malthus observed 
two centuries ago, the potential for natural 
increase in populations unconstrained by 
competition for food is enormous. That ap- 
plies to depleted seabird populations as 
much as to people. 

More sheltered parts of the coastline, of 





Tarred and feathered 











y The black list 
Major oil spills 
Name of tanker Tonnes Year 
and place of spillage ‘000 spilt 
Atlantic Empress, Tobago 287 1979 
pe UU re ARE UAE 
Goss d RC. xcd pea UC AR, ape 
Africa 
up cio SER ea 
diu ng ee i 
Usu top Css i E 
Antan Aor qne RAI ss ee E 
Northern Pacific 
aTe EA AMNES E 
Mibi doni tw d 
Pieds : viste MUR I^ e t 
ARMAR rs eae ae igen T 
ETE TN o ru Rm ies 
coriis ised 8s DEER c d 
" Load. Spillage not yet established 


which this area of Spain has a number, are 
likely to fare worse. There, the oil will prob- 
ably settle. That could have economic con- 
sequences. The cargo of the Prestige was 
similar to that of the Erika, a vessel that 
went down off the west coast of France in 
1999. It contains a lot of polycyclic aro- 
matic hydrocarbons-molecules that are 
extremely carcinogenic. And heavy oil 
tends to stick to ocean sediments. That 
could, as in the case of the Erika, result in 
the long-term contamination of shellfish 
beds, and the closure of parts of fisheries 
around inlets where a lot of oil has settled. 

Most of the oil on the Prestige, however, 
seems to have gone down with the ship. At 
the temperature of the seabed (about 4*C 
in this part of the world) the oil is likely to 
assume a gel-like form. So long as the Pres- 
tige remains in one piece, that oil will stay 
put. Eventually, though, the ship will 
break up. When this happens, the oil will 
probably resurface. It is only slightly 
denser than water, so the best guess is that 
it might float just below sea level. Experts 
are divided about whether it will return in 
one giant and damaging blob, or in small 
gobbets over a long period. 

Even if the damage turns out to be 
slight, this accident could be a turning- 
point in Europe, rather as the Exxon Valdez 
spill in 1989 proved to be in America. This 
week's photogenic sinking, coming not 
long after the death of the Erika, looks 
likely to spur Europe into recriminations, 
and possibly even action (see page 45). For 
as long as the world remains reliant on pe- 
troleum, though, oil spills will happen— 
and some will indeed be long-term eco- 
logical disasters. Only time will tell 
whether the Prestige turns into one. m 
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Trade and Development Report 2002: Developig 
Countries in World Trade 
The report analyzes trends 
for the world economy and 
focuses on export dynamism 
and industrialization in 
developing countries. It 
demonstrates that, although 
integration into world trade is 
essential, it is not in itself 
sufficient for ensuring a 
country’s development. 

9211125499 208pp. $39.00 
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World Economic and Social Survey 2002: 
Trends and Policies in the 
EB World Economy 
| The survey is the United 
| Nations annual analysis of 
8 current developments in the 
. world economy and emerging 
policy issues. It forecasts 
-short-term global and 
regional economic trends and 
reviews major developments 
- in international trade. 
9211091403. 300pp. $55.00 


World | Investment Report 2002: TNCs and 
" . Export Competitiveness 

- This year's Report focuses on 

>the role of transnational 

corporations (TNCs) in the 

export competitiveness of 
eee developing countries. H 
Transnational 

- Corporations analyzes the latest trends in 

and Poort a international trade, and 

uM identifies the countries and 

| sectors in which TNCs have 

- driven export performance. 

921112510 400pp. $49.00 
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Rogues and eccentrics 





A lexicon of crazyology 


If you are bad—or mad—enough, you can fool most of the people most of the time 


HERE is only one thing worse than a 

reference book in which you cannot 
easily find what you want, and that, as 
Oscar Wilde might have said, is one in 
which you can. The best ones are so com- 
pulsively distracting that they entice the 
reader on a chase that takes him ever fur- 
ther away from the entry he intended to 
consult. "Brewer's Dictionary of Phrase 
and Fable", first published in 1870, is by 
widespread consent the nonpareil of in- 
structive digression. Now the Brewer fran- 
chise has been extended to British (includ- 
ing Irish) nutcases and criminals by 
William Donaldson, an impresario, novel- 
ist and practical joker. 

Thenew dictionary is certainly distract- 
ing enough to bear comparison with the 
original. Who could skip past “Masse- 
reene, Clotworthy Skeffington, 2nd earl of 
(1742-1805), peer, soldier and persistent 
debtor", or ignore cross-references to 
"chinchilla on one's head, dancing with a", 
"love to a German princess, impudently 
desiring to make", “maiden speech, too 
bored to complete one’s” or “Jesus was a 
walking mushroom, theory that”? When 
J. G. Ballard composed a short story from 
index-entries, it worked. By including 
quite so many of them in the body of this 
text, Mr Donaldson opens himself to the 
accusation of trying too hard to be funny. 

He needn't have bothered, for his mate- 
rial is strong enough to serve deadpan. 
Consider Daniel Dancer, an economically 


Ages. By William Donaldson. Cassell; 662 


Who Was Dr Charlotte Bach? By Francis 
Wheen. Short Books; 141 pages; £9.99 


minded farmer who, put off by the cost of 
lighting a fire to heat a gift of trout, and 
equally unready to suffer toothache from 
eating the fish cold, sat on it until it was 
warm enough to consume. Or the Rever- 
end Harold Davidson, who, banned from 
tea-shops for practising his trade of rescu- 
ing fallen women, performed variety acts 
in which he protested his innocence and 
was in the end eaten by a circus lion. 

Mr Donaldson does not deal even- 
handedly with the recent and historic past. 
It seems that a long-dead murderer may 
comfortably be included as a jolly villain, 
but recent ghouls are beyond the pale. 
There are entries for Jack the Ripper and Dr 
Crippen, but not Fred West, Dennis Nilsen 
or Harold Shipman. On the other hand, if 
you are a celebrity nowadays, it is easy 
enough to qualify for inclusion also as an 
eccentric. Paul McCartney has an entry for 
saying that he proposed to his second wife 
because of a message from an owl, which 
is chickenfeed by the superstitious stan- 
dards of show-business. 

The temptation to make someone 


Ihe Economist 
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sound madder than they were must have 
been hard to resist. Did the philosopher 
Herbert Spencer—one of two former con- 
tributors to The Economist to figure here— 
really check his pulse to see if he was still 
alive? Maybe, but there were more eccen- 
tric philosophers who are missing. Why 
turn away the gift of Bishop Berkeley, who 
famously denied the existence of matter 
and became obsessed with advocating 
cures for constipation? Or John McTaggart 
Ellis McTaggart, known as the Loonie in his 
schooldays, who walked like a crab and 
tried to disprove the existence of time? 
One notable omission, which would 
probably have gone unremarked without 
Francis Wheen’s intriguing little study, is a 
crank London sexologist, Charlotte Bach 
(1920-81), born Karoly Hajdu, who confi- 
dently expected a Nobel prize for his the- 
ory that sexual deviation and the desire to 
change sexes was the driving force of evo- 
lution. His career included spells as a war- 
time spiv in Hungary, and as a confidence- 
trickster, hypnotherapist, bogus baron and 
spanking madam in London. The last act 
of this implausible melodrama saw him 
succumb to his own theories in high heels, 
short dresses and pearls, delivering talks 
on logic, Shamanism, relativity, Freud, al- 
chemy, Bertrand Russell, the Tibetan Book 
of the Dead and much else to a circle of 
devotees in dingy flats in North London. 
The whole story is incredible enough to 
sound like an elaborate hoax. The book 
gives no references or acknowledgments, 
even for the very strange photographs. 
Those of Hajdu as Charlotte make it hard 
to think that anyone could have taken him 
for a woman. Yet a Charlotte Hajdu, born 
1920, can be found in the register of Lon- 
don deaths for June 1981. Whether a genu- 
ine faker or a highly embellished one, 
Hajdu-Bach is a reminder that for every ec- 
centric there are many more fools. = 
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Cuban-American relations 


Miami rules 





Cuba Confidential: Love and Vengeance in 
Miami and Havana. By Ann Louise Bardach. 
Random House; 417 pages; $25.95 


HE Berlin Wall and the Iron Curtain are 

long gone, but in Havana, Fidel Castro, 
gaunt and grey, has outlasted nine Ameri- 
can presidents. Across the Florida straits, a 
million or so Cubans or their descendants 
now live in the United States. The exiles, 
mainly because of their geographical con- 
centration in Florida—not just the fourth 
largest state, but a politically competitive 
one—have acquired an influence on Amer- 
ican foreign policy second only to that of 
Israel. They have used it to sustain and 
even tighten a futile trade embargo, whose 
main achievement in its critics’ eyes has 
been to help keep Mr Castro in power. 

In “Cuba Confidential”, Ann Louise 
Bardach, a journalist whose work has ap- 
peared in Vanity Fair, New Republic and 
the New York Times, brings together the 
fruits of her reporting on Cubans on both 
sides of the Florida straits. She is keen to 
show how each side has moulded the 
other’s behaviour. This approach gener- 
ates some helpful insights. 

She reminds us that the sterile stand-off 
between Cuba and Miami is partly one 
within and between broken families. For 
example, Lincoln Diaz-Balart, a member 
of the House of Representatives, whom 
she credits with the dominant influence 
on the current administration’s Cuba pol- 
icy, is a nephew of Mr Castro’s first wife. 
Ms Bardach is particularly sharp-eyed 


Hanging on in Havana 
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about Cuban families. She notes that on 
the island “more than half of all couples 
divorce, many never marry and infidelity 
is the national sport". She points out, too, 
that Mr Castro has set a poor example: she 
reckons he has had nine children with five 
different women. 

But the author dwells more on a second 
thesis, that "the hijacking of the Cuban 
revolution" by Mr Castro has been mir- 
rored in Miami, where "exiles seeking free- 
dom have been shunted into silence by 
hardliners bent on revenge, retribution 
and power." She details the rise of Jorge 
Mas Canosa, the late boss of the Cuban 
American National Foundation, who had 
links to the violent, terrorist fringe of exile 
politics and to Oliver North's 1980s contra 
operation in Central America. 

On this, Ms Bardach, whois a tenacious 
reporter, scores some points. (Mas Canosa 
sued her for libel, but ended up settling 
with the New Republic) She interviews 
Luis Posada Carriles, Mr Castro's most per- 
sistent would-be assassin. She is surely 
right to criticise George Bush senior for his 
ill-considered pardon of Orlando Bosch, 
who with Mr Posada was responsible for 
placing a bomb on a Cubana airliner in 
1976, killing 73 civilians. She is right, too, 
that Mas Canosa was a caudillo, and not by 
instinct a democrat. 

Yet in her desire to establish the equiva- 
lence of Mas Canosa and Mr Castro she 
overreaches, falling into conspiracy theory 
(“even when corruption is prosecuted in 
Miami, it may not be so much in the inter- 
ests of the public as in the interest of cer- 
tain members of the ruling elite") or exag- 
geration. Exile politics are rarely pretty: the 
Miami Cubans are hardly alone in being 
riven by the desire for vengeance, sectari- 
anism and the fear of treachery. And, as 
Ms Bardach acknowledges but explores 
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only perfunctorily, Cuban exile opinion is 
plural, and becoming more so. 

The book begins and ends with the 
case of Elian Gonzalez, the unfortunate 
six-year-old who survived shipwreck only 
to fall into the hands of the relatives from 
hell in Miami. Ms Bardach concludes that 
his case was “the single most transforming 
event for Cuba-us relations since the Bay 
of Pigs", the crA's hamfisted effort to re- 
move Mr Castro from power in 1961. That 
judgment, too, looks exaggerated. 

Certainly, most Americans outside Mi- 
ami thought Elian should be returned to 
his father in Cuba. But most Americans, 
too, have long opposed the embargo 
against Cuba, which is slowly being 
pierced. As long as Florida politics remains 
finely poised and as long as Mr Castro 
rules in Havana, transformations will be 
off the agenda. m 


British history 


General manager 


Lloyd George: War Leader. By John Grigg. 
Allen Lane/The Penguin Press; 688 pages; £25 


HE almost mythological status en- 

joyed by Winston Churchill as Britain's 
saviour in the second world war has 
increasingly obscured the historical repu- 
tation of the man who led the country to 
victory in the first. Yet David Lloyd George 
was in many respects as remarkable a 
leader as Churchill, a man who rose to the 
challenge of rallying his people with the 
same energy and determination, and led 
them through to a victory which could 
never be taken for granted. 

The third volume of John Grigg's mon- 
umental life of Lloyd George, sadly unfin- 
ished before the author's death last year, 
vividly portrays the years of wartime pre- 
miership, which Lloyd George took up in 
December 1916. The narrative is sweeping, 
the figures flesh and blood, the many cri- 
ses that confronted his subject discussed 
with Mr Grigg's familiar blend of scholar- 
ship, sound judgment and elegant prose. 
The resulting portrait is unself-consciously 
sympathetic. Lloyd George was at times 
exasperating, devious and politically in- 
ept, but the net worth is overwhelmingly 
positive. In the circumstances, no one else 
could have taken his place. 

The story begins with a summary of 
just what a British statesman had to con- 
front on achieving the highest office in the 
middle of what was turning into the first 
total war. Not only were the allies unable 
to find a way to defeat a powerful and 
well-organised German enemy, the sub- » 


Warrior democrat 


> marine menace was about to impose a 
threat of blockade on trade-dependent 
Britain; the country needed to be held to- 
gether politically in the face of labour un- 
rest, Irish nationalism and dangerous fis- 
sures in a parliament ostensibly fighting a 
common cause; relations with allies were 
strained and incoherent. Lloyd George was 
not everyone's choice, any more than 
Churchill was a generation later, but he 
confounded his critics by securing a more 
effective military campaign, firmer allies 
and sufficient domestic peace to prevent 
Britain's war effort from foundering as it 
threatened to do in 1916. 

That he did so was all the more remark- 
ablein a man so hostile to regular adminis- 
tration and neat habits of mind. Lloyd 
George was never a conventional premier. 
He left much undone, delegated a great 
deal, attended parliament irregularly and 
set up the first pseudo-presidential appa- 
ratus of advisers and assistants largely in- 
dependent of direct parliamentary re- 
view. The new style was exemplified by 
the different relationship Lloyd George 
had with the king. His predecessors wrote 
out by hand a copy of the cabinet's conclu- 
sions to be conveyed to the palace, usually 
in person. Lloyd George had the minutes 
professionally taken, mechanically copied 
and sent by courier to the king. 

The biggest contribution Lloyd George 
made to the politics of the last two years of 
war was to avoid the gradual subversion 
of civilian politics by the army. Civil-mili- 
tary relations were dangerously poised 
when he took office. Mr Grigg demon- 
strates that this was no idle threat, though 
Lloyd George's almost paranoid fear of 
military conspiracy was clearly overdone. 
He managed to impose civilian priorities 
against, above all, the over-mighty chief of 
the Imperial General Staff, Sir William 
Robertson, whose powers by 1916 were 





Indelible Acts: A Collection of Stories. By 
A.L. Kennedy. Jonathan Cape; 228 pages; 
£12.99. To be published in America by Knopf 
in June 2003 


O MEET her readers A.L. Kennedy 

wears her hair unstyled, her face free 
of make-up. Only her words are permit- 
ted to speak for her, but she begins so 
softly one might be tempted to suppose 
she'd rather be elsewhere. That would 
be a mistake. Quickly Ms Kennedy grabs 
her listeners, makes them laugh, reels 
them in like fish. Her books do the same. 

At the age of three, Ms Kennedy 
learned to read. A huge world opened 
up for her. As one hero says, "I cannot 
just be, I must also do and be seen to do 
and be heard to do and known to do and 
then I can live." Fuelling all her writing 
has been a desire to recreate that early 
flame, to ignite a response so intense it 
becomes almost physical. “And within 
the point which is a very brief thing two 
human beings are one,” says another 
character, a duellist. “The speaker and 
the listener, the writer and the reader, 
the man who bleeds and the man who 
makes him, they are the same thing." 

In 1993, Ms Kennedy was named by 
Granta as one of Britain's most original 
young novelists. Thomas Lynch and 
Richard Ford have both come to regard 
her as a world-class writer. She herself 
believes writing saved her from a life of 
waiting for something to happen, like 
one of Chekhov's "Three Sisters", a play 
for which she confesses to having some- 
thing of an obsession. In her first book 
of short stories, “Night Geometry and 
the Garscadden Trains", Ms Kennedy re- 
marked that most people, "live their 
lives in the best way they can with gen- 


not far short of those Hindenburg enjoyed 
on the other side. Lloyd George did not 
want to impose strategy, and seems on this 
account to have understood it as way- 
wardly as did Churchill later, but he did 
want to win, and believed civilian control 
of a democratic war to be the better way. 
His fiery commitment to a victory and 
a just peace shines through these pages. In 
an afterword, generously composed in a 
style entirely in keeping with the rest, Mar- 
garet Macmillan, a descendant of Lloyd 
George's and author of her own book on 
the allies' peace talks, makes clear that he 
wanted a settlement that would prevent 
more wars and not simply punish. Here 
again he has lost the limelight. Woodrow 





erally good intentions and still leave ab- 
solutely nothing behind." This is not 
good enough for Ms Kennedy's charac- 
ters—nor for her—yet she proves her 
point by shining a light on small lives 
that would otherwise remain hidden. 

Most of the characters in her three 
novels and four books of short stories 
inhabit the choppy waterway between 
hope and reality, their lives deadened by 
poverty, dull routine and habit. Their in- 
stincts all too often are to withdraw lest — 
life “kick [them] in the heart at any time 
it chooses." “Indelible Acts", her latest 
collection, has all the familiar themes— 
lonely people, a longing for contact, acts 
of intimacy that do not last. 

Yet it is her observations of these in- 
terstices that so mark her out as a writer 
of sharpness and integrity. A husband 
sets off the castration of his marriage 
with a tiny lie told in a cheese shop 
queue, a junior doctor finally bows to 
his homosexuality when he breathes 
yes, (“a hot little word", Ms Kennedy 
calls it) to an older colleague. A young 
man exhuming mass graves tries to 
counter the sense of being drenched in 
the peaty smell of death; his antidote is _ 
to shut his eyes and try to decide “where 
he was. Really—which was the placein _ 
the body where he felt himself to be” 

Each story carries enough warmth to 
ward off despair. Where the exhumer __ 
really exists is in the little space behind 
his eyes; the husband in the queue says _ 
to a woman behind him, “I moved” in- : 
stead of “I'm married". By the time he 
writes her phone number on the inside 
of his wrist, he is a goner. Ms Kennedy's 
shining light makes you blink, but the 
painful honesty of her stories makes Á“ 
each one hard to forget. | 


Wilson's Fourteen Points, announced to 
Congress on January 8th 1918 as a basis for 
a peace, have been remembered by poster- 
ity where Lloyd George'snew year address 
three days earlier, in which he outlined al- 
most identical proposals, has not. 

Lloyd George was a complex individ- 
ual. He emerges here as a bundle of politi- 
cal energy and impulses, whose fiery and 
powerful personality, like that of his oppo- 
site number in France, Georges Clemen- 
ceau, was necessary for the time. He 
turned the war into the first people's war, 
and laid the foundation for that greater test 
a generation later. Mr Grigg's final and 
posthumous volume surely rescues Lloyd 
George from life in Churchill's Shadow. m 






Thomas Gainsborough 


: Independent eye 


To GAINSBOROUGH (1727-88) 
. seems the very model of an old master, 
whose paintings are so familiar they 
- barely rate a second glance. Yet the Gains- 
borough retrospective at London's Tate 
. Britain gallery (until January 19th) restores 
. his stature as a bright young spark, chal- 
-lenging the standards of his time and 

“pointing the way towards the future. 
= 1n Georgian England, the dominant 
.painter and arbiter of taste was Joshua 
:ynolds, president of the newly estab- 
lished Royal Academy. While Reynolds 
preached and practised an art that looked 
back to classical models, Gainsborough 
sought to capture the sense of life in the vi- 
tal present. A typically grand portrait by 
Reynolds depicted its subject as a kind of 
timeless figure, a neo-noble Roman 

- draped in antique robes. 

^". Gainsborough, by contrast, aimed at vi- 
vacious representation of the person actu- 
ally before him, resplendent in contempo- 
rary fashion. Even more distinctive was his 
brushwork. Instead of Reynolds's flat col- 
our and smooth "licked" finish, a Gains- 
- .. borough surface was composed of restless, 
flickering strokes, which the eye translated 
- into a palpable sense of light and move- 
_ c ment. Connoisseurs were non-plussed but 
. impressed. One observed, “We have a 
« . painter here who takes the most exact like- 
nesses | ever yet saw. His painting is coarse 
and slight, but has ease and spirit.” If such 
 astatement shows only a bemused grasp 
of Gainsborough’s achievement, Reyn- 
"olds was himself mystified, marvelling 
- that "all these odd scratches and marks, 























-A glittering exhibition that shows he wasn’t so conventional after all 


by a kind of magick, at a certain distance 
assumes form." 

At the Tate, that magic is everywhere, 
conveying Gainsborough's devotion to the 
world around him, rather than a formulaic 
past. Although his portraits are the chief 
glories of the show, his real love was land- 
scape, which he painted all his life, but for 
which demand was slight. Indeed, the 
most magnificent works are portraits out 
of doors, where the landscape becomes 
part of the whole. Sometimes the human 
subject suffers by comparison with the 
glorious surroundings, as in the famous 
double portrait of Mr and Mrs Andrews, a 
rich landowner and his wife, whose sul- 
len, vacuous aspectis impervious to the ra- 
diant fields stretching into the distance. 

In fact, Gainsborough's paintings habit- 
ually reveal his independence of mind as 
well as technique. Despite relying on the 
well-to-do for commissions, he was no 
obliging sycophant and depicted the char- 
acter of his sitter as he perceived it. All his 
life, he loathed pomposity as much as he 
loved nature. 

In female portraits like those of Mary, 
Countess Howe and Mrs Richard Brinsley 
Sheridan, the grandeur of the setting and 
the beauty of the sitter combine in brilliant 
harmony, animated and united by Gains- 
borough's virtuoso brushwork. 

These qualities of eye and mind in- 


spired such painters as Constable, and the 


Romantic art which ultimately led to Im- 
pressionism. Gainsborough once summed 
up his approach with the simple words, “I 
like the truth and day light!", and he im- 
mortalised that vision in paint. 8 


Akingdom of sticks and stones, human 
sacrifices, gold and feathered serpents 


ONDON’S Royal Academy of Arts ap- 
pears to have disembowelled the mag- 
nificent anthropological museum in Mex- 
ico city to assemble Europe’s first Aztec 
exhibition of this scale in recent memory. 

Militaristic, orderly and cruel, the last 
people to rule central Mexico before the 
Spanish conquest worshipped the sun, the 
earth, the night, rain, fire and maize, and 
built vast temples in honour of these gods. 
The Aztecs created an astral calendar that 
guided their rituals: human sacrifice and 
the wearing of victims’ skin (as in the fig- 
ure below). They left sites so rich they are 
still yielding fresh treasures today. 

On show in London until April 11th is a 
15th-century terracotta eagle man from the 
Aztec great temple, his newly excavated 
friend, Mictlantecuhtli, whose disem- 
bowelled liver hangs like heavy fruit from 
his open chest, shields of coloured quetzal 
feathers, gold, rock crystal and daggers 
drawn from the palest green obsidian. 

The Mexicans hope “Aztecs” will be the 
hot ticket of the season. Not only did they 
send their historic treasures; their presi- 
dent, Vicente Fox, opened the show. In re- 
turn, Mexico will receive a tenth of the 
money from ticket sales. Cheap at the 
price, many would say. @ 








Natalie Wraga 





Natalie Grant Wraga, an expert on Russia, died on November 12th, aged 101 


HEN Natalie Wraga turned 100 last 
year the local council for Leesburg, 
Virginia, sent her a certificate of “congratu- 
lations and commendation" for her work 
as an adviser on Soviet affairs to the Un- 
ited States government. Leesburg does not 
normally concern itself with international 
matters: traffic problems and overdevelop- 
ment are its priorities, while not neglecting 
to praise the excellent record of the local 
girls’ volleyball team. But Mrs Wraga had 
become a part of the history of Leesburg, 
along with the home of General George 
Marshall, he of the Marshall Plan, and 
Ball's Bluff, the site of a civil war battle. 
Mrs Wraga preferred to live away from 
the bustle of the town. Her biographer, 
Mary Siddall, recalled visits to her *moun- 
tain-top house" outside Leesburg "to read 
to her, take her to lunch, organise her li- 
brary, and pick berries from her yard." Al- 
though Mrs Wraga was almost blind to- 
wards the end of her life *you'd never 
know it by the way she navigated the miles 
and miles of back country roads on our 
way to lunch." Mrs Wraga's mountain 
home was also a mecca for Kremlin- 
watchers who came to see her from Wash- 
ington, only some 35 miles away. 
Wellinto her 90s she was happy to offer 
her views on how the foxy Russians were 
trying to deceive the innocent Americans. 


Whether or not they accepted her judg- 
ment, she was always assured of a fasci- 
nated audience. She was perhaps the only 
person alive in the West who could claim 
such an intimate knowledge of Russian 
political thinking, from tsarist times to the 
collapse of the Soviet Union. As they 
drove back to Washington, her guests 
would mull over Mrs Wraga's delphic pro- 
nouncement: "Many people are studying 
the past, but very few are studying the 
present. Keep your eyes open and your 
ears open." 


The view from Riga 

Natalie Konstantinovna Mark was born in 
Tallinn, the capital of Estonia, a part of the 
tsarist empire that was close to the tastes of 
Western Europe. Her father was a judge, 
she had a comfortable middle-class child- 
hood and was taught by governesses. Eng- 
lish and French were spoken in the home. 
In 1917, when Natalie was 16, the Russian 
revolution was ignited in nearby St Peters- 
burg. The family moved south to the safety 
of Crimea, believing that the revolution 
would soon fizzle out. When it didn't the 
family moved to the United States. Natalie 
returned to Estonia, which astonishingly 
had managed to achieve independence, 
rejecting a communist attempt to take it 
over. Natalie worked for an American re- 
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lief organisation in the country. She mar- 
ried and divorced an American relief 
worker (who upset the Estonian authori- 
ties by helping communists) and started 
her long career analysing Soviet policy for 
the United States. 

The Americans were deeply reluctant 
to recognise Russia's government; not so 
much because it was communist, an ideol- 
ogy few ordinary Americans knew much 
about, but because it was "godless". In 
1933, the new Democratic president, 
Franklin Roosevelt, said even a godless 
country could provide America with 
much-needed trade, and 16 years after the 
Russian revolution recognition was 
granted. Natalie Wraga (by now married to 
a Polish intelligence chief, Richard Wraga) 
observed how the Russians were keeping 
to the promises they had made to gain rec- 
ognition, and reported that they were 
mostly breaking them, even over trade, 
which did not increase. After her spell in 
Tallinn she had been posted in 1928 to the 
American legation in Riga, the capital of 
Latvia (where her boss was George Ken- 
nan, who was to become famous dip- 
lomatically for advocating the “contain- 
ment” of the Soviet Union, which became 
the basis of American policy during the 
cold war). In 1940, when the Russians oc- 
cupied Latvia, Mrs Wraga was moved to 
Switzerland, and after the second world 
war she worked for the State Department 
in Washington. 

Mrs Wraga believed that the cold war 
did not end with the break-up of the Soviet 
Union. The Russians were pretending to be 
weak, she said, that their soldiers were on 
the verge of collapse. But they still had mis- 
siles and nuclear arms and their espionage 
was excellent. They remained masters of 
disinformation, the “planned, conscious 
deception for gain”. Sometimes, she said, 
more than 90% of the content of disin- 
formation was true. “Find the part that is 
false.” From the 1930s onwards the Rus- 
sians had pushed “peace” as a tool against 
the West. Now they had come up with the 
idea of the environment. Regimes they dis- 
liked were “poisoning the atmosphere”. 
As in the past, Mrs Wraga said, their ideas 
were popular, especially among the 
young. “There’s always a tendency to trust 
the left wing.” 

Not everyone in Washington agreed 
with her, but those who came to her 
mountain-top were content to listen rather 
than argue. What, they wondered, kept 
this astonishing woman going? According 
to Mary Siddall, Natalie Wraga avoided 
most meats but otherwise ate well and 
liked a glass of red wine. She preferred Bel- 
gian chocolate because it was made with 
lots of cream. A daily tablespoon of honey 
kept rheumatism at bay. She loved caviar. 
It was, it seems, something Russian you 
could trust. = 
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You potentis. 


| 
| 
Boost your career through rigourous, innovative learning, relevant to international business. Experience | 
the multi-cultural mindset and world-class faculty for which INSEAD is renowned. Now is your time to | 

. network with the best. Email: mba.executives@insead.edu or call + 33 1 60 72 40 12. | 
— Don't wait, selection is underway. | 
Lift your career beyond expectations. | 


‘The INSEAD Executive MBA 
| 


WWW.INSEAD.EDU/EMBA | 
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Bocconi University 
School of Management 
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SDA Bo 


MBA - MASTER OF BUSINESS ADMINISTRATION | 

, | “Book the best seat for your. professional future. If you want top quality management training, the SDA Bocconi Master of | | 
| Business Administration is the course for you. It will give you professional and. personal training that will serve you right * | 
| through your career. And last but not least, it will bring out the leader in you. www. sdabocconi .it/ mba-en | 
Lm | | 

| BA ~SDA BOCCONI - UCI Via Balilla, 18 - 20136 Milan - Italy Tel.++39-025836.31 25/6606 Fax 4-39-025836.3275 E-mail: MBA@sdaboccont it | 
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Senior Management 
. at Wharton 


: Executive Development Program | 
|. January 19-31, 2003; May 4-16, 2003 | 
|... A2-week program designed for managers in 

, . transition-whether moving from national to 

| global responsibilities, from functional to general 
management, or to a major new assignment. 
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Advanced Management Program 

February 2—March 7, 2003 

Designed for senior executives who are in, or 
directly support, the office of the chief executive. 
Wharton’s 5-week program focuses on global 
competition, critical thinking, organizational 
dynamics, and leadership. 

















The Directors’ Consortium 

February 5-7, 2003 

A 3-day research-based, intensive program for 
directors and senior executives exploring the 
fundamentals of corporate governance and | 
board service. This program is a joint offering by. _ 
Wharton, The University of Chicago Graduate = 
School of Business, and Stanford Law School. . 


















The CFO: Becoming a Strategic Partner 
March 30—April 4, 2003 B 
This 1-week program is designed for CFOs and. 
senior finance executives who play a central role - 
in creating value-producing strategies for their 
organizations. 
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For information please contact: 


| Ms. Robin L. Salaman, Assistant Director 

|. 215.898.1179 phone 215.386.4304 fax 

|. . salamanr(owharton.upenn.edu 
http://execed.wharton.upenn.edu/3065.cfm 
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Aresty [Institute of 
Executive Education 


The Wharton School 
University of Pennsylvania 
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i Financial Econometrics, Financial Mathematics, Insurance, internal Auditing, Investment 
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EXECUTIVE EDUCATION 


ARE YOU COPING WITH CHANGE OR LEADING IT? 


A senior manager must prepare to rethink business from the inside as 
well as the outside, and lead from today to tomorrow. The Oxford 
Advanced Management Programme changes mindsets. 


Templeton College 


SPECIALIST TREATMENT 


MSc Logistics, Trade and Finance « MSc Shipping Trade and Finance 
Specialist stream in Energy, Trade and Finance 





Study for a specialist masters degree at one of Europe's leading business schools and enjoy the world-class facilities of our brand new £50m building. 
Our courses are intensive and demand your total commitment. You will be taught by our internationally renowned academic staff, and aiso by high 
calibre practitioners from the City. New specialist stream in Energy, Trade & Finance is designed to train traders for careers in the oil/energy sectors. 
Email us for more information and a prospectus at: stf@city.ac.uk or phone: + 44 (0)20 7040 8606 quoting ref: Ec 22/11. www.cass.city.ac.uk 
Our next information sessions: 5 February and 19 March 2003. 

| — The business school offers specialist masters courses in the following areas: Accounting, Actuarial Cass Busin ess Sch Oo ol 

n. Management, Actuarial Science, Banking, Economics, Energy Trade, Entrepreneurship, Finance, CITY HS City of Lon d on 

| Management, Logistics, Mathematical. Trading, Real Estate, Risk Management and Shipping. THE NEW NAM E FOR enr UN IVERSITY BUSINESS SCHOOL 
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BUSINESS S OF NEW YORK IS S OUR BUSINESS. 





You'll find the world in New York, and you'll find New York in our Executive Programs. High-potential 
professionals, who prove themselves daily in the business capital of the world, hone their skills in our 
programs to reach new heights. Our students are razor sharp. Our faculty are the luminaries of finance 


and management. And the knowledge exchange and once-in-a-lifetime experience create energy as 





electric as our city. Options include: Executive MBA Program, TRIUM Global Executive MBA Program, 


The Langone Program: A Part-Time MBA For Working Professionals, Corporate Degree Programs, EXECUTIVI 


PROGRAMS 





Custom Non-Degree Programs and Open Enrollment Programs. 







Working professionals' first step to enter our Executive Programs: visit http://executive.stern.nyu.edu/e or call (212) 998-0789 
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The Business 
of International Affairs. 
The Global Master of Arts Program (GMAP) 


Become equally well-versed in the disciplines of business 
and international affairs with Fletcher's Global Master of 





















































n RSM MBA Arts Program. Three 2-week residency sessions combined 
> » Full-time ptógiáiti designéd for with 33 weeks of distance learning allow you to pursue your 
Hi outstanding young professionals degree while maintaining your current professional duties. 
od - MBA (in general management) & MBA/MBI CLASSES BEGIN JULY 2003. 
ds (plus information technology) | The GMAP International Curriculum includes: 
s - Brings together participants from 50 countries for an | Crisis Management & Complex Emergencies 
[s intensive 15-month hands-on approach to management Motus e eni & Economic Law 
o i ; | International Finance 
i * Alifelong network of accomplished peers | International Negotiation 
iS | international Politics 
iH, Starts every October | International Trade Economics & Investment 
GE | | Leadership & Management 
i Contactus | | Transnational Social Issues 
E Burg. Oudlaan 50; 3062 PA Rotterdam | 
ae TheNetherlands ^ ^. The Fletcher School 
m Tel:-31-10-408-2222 - of Law and Diplomacy 
i E-mail: mbainfo&rsm.nl - . Tufts University 
ad "^ Tel: 617 627 2429 
| - . www.fletcher.tufts.edu/gmap 
De fletcher-gmap@tufts.edu 





Rotterdam School of Management 


| Preparing k Leaders with a Global Perspective 
WWW. rsm.ni/mbainfo Erasmus Graduate School of Business «CAMS 



















THE UNIVERSITY OF ARIZONA| | (€Z, ^r 


Master's in Finance 





The Finance Department of the Eller College of Business 


Upcoming Courses 






and Public Administration at the University of Arizona | 
Up ster’ I a 
offers a He year Master a p finance degree jid th Taught by leading experts from the world's top business | 
| general finance focus and intensive involvement with schools, such as Columbia, Wharton and INSEAD 
| energetic, research-active faculty. Attractive features of | 
: RA V i P i Asset and Liability Management Dec 2-6 
our curriculum include a year long course on fixed | | 
ons ee ; Y Investor Relations Dec 9-1 | 
‘income securities plus a year long course in which 7 | | 
: EREPUET COME Mp js : s j Financial Restructuring and IPOs Dec. 9-3 | 
|students manage $3.7 million. in equities and fixed Dn SR he 
up . . A : aluation ec. 16 - 1 
lincome. Courses in entrepreneurial finance as well as PAN 
; . Negotiation Analysis Jan. 22 - 24 
venture capital finance are also offered. No post- 
| un l : PME Advanced Valuation Feb. 4-7 
baccalaureate experience is required. This affords recent 
eI d i hej Real Options Feb. 10 - 12 
s BT a ares an CN SHE OP porum to expand et Foundations of Finance Feb. 26 - Mar. 21 | 
— [education and broaden their job market possibilities. Financial Risk Management ie ches | 
d ` i 
Mergers and Acquisitions Mar. 10 - 14 | 
Program ae and Pase can be found at Financial Inaviatkón in Corporate Finance... Mar. 24 - a8 





Direct inqui ies t Lo aies at 


rs For information, please visit our Website or contact us directl Wo 0 


20200160 . wwwalbnl oo o o. 
6520 Q1. Ua dnfoghaif.nl- Mp 
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perg, " When you're exposed to groundbreaking concepts, 
new viewpoints, vigorous debate, and intense analytical thinking, 
something in you changes Your mind opens. Your thoughts 
expand. You begin to think at a different level. 
This is the environment you will experience every day 
at Chicago GSB. And this is the environment that has 
produced some 5,500 CEOs and top corporate 
officers worldwide, as well as more Nobel laureates 


than any other business school. Like so many who have gone 


transformed. 


before you, you leave here transformed. Ready to lead, 
create, and reimagine the very nature of business. 
You dream. You plan. 


With Chicago GSB, you achieve. 


VB» r d ^ . ^ 
xi e Y, HA p pf Asia r ] Ameri j 
t 1 , } i r 
Aft 
1 ru t [ v rev y ly 
Y Will t e exposed Ic the Same environment ang Tacu ty ana 
t £ l ig - 
-— +4 ++ 
mo Dart € E fered at Ou JFOD« 
" 
i i f n 1 [1 P =) ( 


Amsterdam Dec 2 7:00-9:00 pm Hilton Amsterdan 
Brussels Dec 3 7:00-9:00 pm Conrad Bt 

Berlin Dec 4 7:00-9:00 pm Grand Hyatt Berlin 
Prague Dec 5 7:00-9:00 pm Hilton Prague 
Vienna Dec 9 7:00-9:00 pm Hotel Sacher Wier 


Budapest Dec 10 7:00-9:00 pm Hyatt Regency Budapest 


Zurich Dec 12 7:00-9:0! om Zurich Marriott 


Madrid Dec 14 7:00-9:00 pm Hote! Villa Magna 


Barcelona Dec 16 7:00-9 n niversitv of Chicago 
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Executive M.B.A. Program 
Europe Campus, Barcelona, Spain 





YOU. 
REALIZED. 


The University of Chicago Graduate School of Business 
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The Picus of Economics, Business 
Administration and Information 1 bn 
of the University of Zurich seeks applications 
for a full professorship in: 












intensive spanish language rainine for 


executives, , ravelers, and international students. AS degrees by Distance Learning. You design your 


Curriculum, You wlll not study material you already 
know or do not need, No exams, you jean through 
research & writing. No Bachelers or GMAT required. 
























jFacully are successful business lsaders/authors. 
Faculty wanted. Rushmore University, 1-015-425- 
8577, infoG@rushmore.edu www.rushmore.edu. 











ww. bridgelinguatec.com 




























Teaching French to adults for 32 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera's most beautiful bay 


A UNIQUE "COMPLETE IMMERSION" PROGRAM 
81; hrs a day with 2 meals. 8 levels : Beg. I to Adv. IH 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 2-4 week course starts Nov, 25, Jan. 6 and all year 
..06230 Villefranche/Mer EK23, France. Tel. +33 493 01 88 44. Fax +33 493 76 92 17 
www.institutdefrancais.com 


THEM. LL. E. 
PROGRAM 


_ in October 2003 join a select group of young professionals in Berne 
: Switzerland, on the only full-time programme covering WTO law, 
- international economics and trade policy. This unique program 
| combines international law, trade regulation, and economics in 
- both the curriculum and the classroom. 


Learn about the leading legal, economic and policy issues in 
international trade and learn to interpret WTO rules. 




















* Address these issues in the context of new global challenges. 
* Receive the degree of Masters in International Law and Economics 
* In July 2004 you'll be a M.LL.E ahead of your competition. 


* Receive instruction and training from a global faculty of specialist in 
international trade law, policy and economics, including: 












-.Frédéric M. Abbot, Dukgeun Ahn, m Anderson, Sue Arrowsmith, Richard 
Baldwin, Clemens Boonekamp, Biükaera, Peter van den Bosche, Jacques 
= Bourgeois, Christine Breining, Maff p Olivier Cadot, Thomas Cottier, 
-Wiliam J. Davey, Youri Devuyst, Ric Sause-Dieter Ehrelemann, Alice 
Enders, Simon J. Evenett, Benno Fegerini ler, Joseph Francoise, Jean- 
D uin an rtridge, Bernard Hoekman, 
E owse, John. H. Jackson, Merit Janow, 
"Marceau, Keith Maskus, Aaditya Mattoo, 
Wemer Meng, Patrick Messerlin, Nicolas 
Michel, Jorge Miranda, W , Bernard O'Connor, Serge Pannatier, 
Thomas Probst, Giorgio $ Raymond Saner, Pierre Sauvé, Robert 
Staiger, Alan O. Sykes, Paolo Vergano, Edwin Vermulst, Franz Werro, Alan 
Winters, Valentin Zellweger 


Petros Mavroidis, Ja 


Now accepting applications! 


Visit our website for further information or send an email to 
inquire@wti.org 


www. wiLorg 
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| Economist 


TO ADVERTISE WITHIN THE CLASSIFIED SECTION CONTACT: 


London New York 
Goo. . Ruth Fox cae Beth Huber 
4 -20) 7830 7000 Fax (44-20) 7830 7111 Tel (212) 541-0500 Fax: (212) 445-0629 
- tüthfox @economist.com bethhuber @ economist. com 



























The successful candidate must have a strong research record in 
quantitative economic history or another approach to the economic 
analysis of history. The focus of his or her research can be of 
analytical or empirical nature. The chair is part of the Economics 
Department. 










The candidate should also have a solid teaching record in this field. 
Students come from economics, business administration as well as 
economic history. Experience in supervising students both at the 
undergraduate and at the graduate levels is desired. The successful 
candidate is expected to take teaching responsibilities ar all levels. 






In addition to economics and business administration, the University 
of Zurich has defined finance, and management and economics as 
strategic areas of development for its research and teaching activities. 
Through its educational and research objectives, the University of 
Zurich hopes to attract candidates with international exposure who 
are willing to contribute to its development into a strong center for 
research. 


The University of Zurich is an equal opportunity employer, and we 
therefore explicitly invite women to apply. 





Please submit your ipee before January 15, 2003 to 


Prof. Dr. Hans Peter Wehrli 
Dean of the Faculty of Economics, Business Administration 
and Information Technology of the University of Zurich 
Ramistrasse 71, 

CH-8006 Zurich, Switzerland. 




























UNITED NATIONS 
NATIONS UNIES 


FRAMEWORK CONVENTION ON CLIMATE CHANGE - Secretariat 
CONVENTION - CADRE SUR LES CHANGEMENTS CLIMATIQUES - Secrétariat 


The United Nations Framework Convention on Climate Change (UNFCCC) is the focus of the 
political process to address Climate Change. The Convention secretariat 1s supporting the 
Convention and its Protocol by a range of activities, including substantive and organizational 
support to meetings of the Parties, Information on the Convention and its secretariat can be 
found on unfccc.int. The secretariat is seeking to fill the following position: 






































Main responsibilities 
The Chief of the Human Resources Unit provides administrative and human resources 
services, including: recruitment, job classification and organizational design/development, 
staff relations, staff ancora performance management and performance appraisal system 
administration, personnel policy development and implementation, management and. staff 
skills training and development, personnel planning, change and reform initiatives, 
implementation of gender and geographical distribution objectives, management of staff 
conditions of service and performance recognition and incentive programme etc. 

For more details please refer to the vacancy announcement on our web site: unfcec.int 








Qualifications and experience 

* Advanced university degree in public or business administration, industrial relations, law, 
psychology, other social sciences or related experience in human resources management, 

* At least seven years relevant working experience, of which two to three should have been 
iran international environment. 

* Strong interpersonal, analytical and problem solving skills. Excellent interviewing and 
writing skills; Computer literate. 

* Fluency in English. Working knowledge of French or any other United Nations 
language desirable. 


















Remuneration 
A competitive compensation and benefit package is offered for an initial appointment of one 
and a half vears, with possibility of extension. 


To apply 
. Deadline for applications 27 December 2002. Expected date for entry on duty as soon 
as possible. 
* Quoting Vacancy Number 02/6032, address a. detailed Curriculum Vitae in English or 
preferably complete and submit i a ‘United Nations Personal History Form (PAD, available 
on our website to: 


_ Chief, Human pni Unit 
Climate Charuic Seer ariat NF 

PAX Box: 4 } 

“Fax: 4- 228- 15- 
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Foreign & | 
Com denwentth 
Office .. 






ECONOMICS GRADUATES FOR THE DIPLOMATIC SERVICE 


Now you ve graduated in economics, join an organisation that lets you make an individual contribution straight away. In the Diplomatic Service 
you'll be able to use your skills to the full - and as soon as you join, you'll be dealing with the issues that really matter. 


Reporting to ministers and senior officials, you'll enjoy a uniquely challenging and varied workload, in an environment where no two days are 
ever the same; Whether you're analysing the oil market impact of unrest in the Middle East, or the political fallout of financial turmoil in 
Argentina, you'll provide the kind of top-level information foreign policies get based on. 


After your first two years in London - where you'll work on global economic policy or EU issues - you'll spend at least 3 years abroad, covering 
_ economic developments in a. G7 or EU economy, or in a major emerging or developing market like Mexico or Russia. After that, the direction 
that you take will be up to you. But whatever you choose, you'll probably spend up to half your career overseas - so you can rest assured you'll 

continue to be involved in key international issues. 


You'll need to be a British citizen, with a minimum of a second-class honours degree in economics. If you've taken a joint or mixed degree, 
economics must have counted for at least half of your course. Candidates with an MSc in Economics or some related work experience would be | 


particularly welcomed. Excellent interpersonal skills are of course essential, and you must be the kind of person who thrives on erent) and 
eee evolving. priorities. : 


s and to apply online please visit the Fast Stream web page on www.faststream.gov.uk Or to request a Paper version please E. 
| o n hours) or email: zoe. a co.uk ZEN 








: aa cana e find out more aren about FCO careers at www.fco.gov.uk 


in representing Britain, the FCO aims to reflect the diversity of British society. Women, members of minority ethnic groups and disabled peop 
currently under represented. Applications from these groups are therefore particularly welcome. 
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í : Assistant Environment Adviser, Environment Policy Department, ok 


At DFID, our central focus is on an international commitment to halving — but future postings may be overseas and candidates must be wi ling. 
, the number of people in extreme poverty by 2015 ~ through sustainable — serve where posted usually on a three year assignment. . 
development, education, and better management of natural and physical 
environments. So we're looking for individuals who can bring skills, 

- understanding and patience to even the most complex development activities, . 
OA key focus for us is the mainstreaming of environmental issues into our aE e ds di Applications are welcomed 
policies and programmes — and you'll help us achieve this. Like us, you'll a pads oFHne-comrmianitycselecton;de an mere To work far 1e; ME 
understand that environmental sustainability is an integral part of poverty be a national of a member state of the European Economic Area, à y 
elimination, and you'll help set priorities and objectives within our activities, "tional, a citizen of the British Commonwealth with the established nt 
rather than designing stand-alone projects. Joining us in the UK, your centra. © live and work in the UK, or have been granted refugee status (as defir ed. 
goals will be environmental mainstreaming, influencing partner governments PY the 1951 UN Convention on Refugees) by the UK authorities, — d 
and other donors, and providing environmental advice on certain — For more information on this vacancy, DFID in general, and.an electronic. e ; 
overseas programmes. application form, visit our website. Alternatively, call 01355 843352 or. - 
To meet these goals, you'll bring a post-graduate qualification, or equivalent, e-mail group5d1@dfid.gov.uk to request an application pack — quoting. 
in Environmental Science or Environmental Economics and at least five years! — Ref. AH375/5D AEA3, 

practical experience — at least two of which you spent working in ' 

a developing country. In personal terms, you'll need a bitedbesed sul Closing date - 13 December 2002. 
set — taking in strategic decision-making and team-working, and of course, 
strengths in communicating, influencing and negotiating. 


The Civil Service offers a choice of final salary and. sukefiider -pensior 
giving you the flexibility to choase the pension that suits you the bes 

















Working to eliminate global poverty and promote 
sustainable development 

This is a permanent and pensionable post - and you may be entitled 

to a relocation allowance. Up to 90 days’ overseas travel should be expected 


each year. You will initially be based in our Palace Street office in London, [^ | YV | | Cy E: F3 V | CE 
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l| Economic Consultant — Ministry of Finance and 
- Development Planning (Botswana Government) 


[| The Botswana Institute for Development Policy Analysis (BIDPA) 
J| is an autonomous, non-governmental policy research institute 
committed to quality research, development policy analysis and 
capacity building. 


|| BIDPA’s areas of concentration include the following four key 
activities: 
(a) To conduct and promote research on policy issues 


. (b) To provide consultancy services to Government and the 
Private Sector 


(c) To present and publish the results of research and 
consultancy work 


(d) To conduct professional training and public education in 
matters relating to policy analysis. 


Full details about the Institute's work can be found at its website: 


BIDPA seeks to employ an Economic Consultant in the Ministry 
. of Finance and Development Planning, to work in the fields of 


: Applicants should have, or are expected to have, a doctoral degree 
.in economics or a related area, and a minimum of five years 
working experience in developing countries. The Consultant is 
expected to provide assistance to colleagues at all levels in a 
manner which leads to adoption and implementation of policy 
-which is in the best interest of Botswana, and also develops the 
. ability and capacity of those colleagues to function more efficiently 
on their own. 


Applicants should have clearly recognised expertise in one or 
more of the broad areas of Monetary Policy, Publie Finance, 
“Financial Economics, Regional Economic Integration, Poverty 
Reduction and Rural Development Policy, Micro-Finance, and 
- Financial Sector Development. 


: Competencies required: 


e A good grounding in macroeconomics and development 
economics 
* Atleast five years work experience in developing countries 
è Familiarity with Botswana economy will be an added 
advantage 
. Ability to work within an organisation 
Salary: 


- A competitive and negotiable salary is offered, as well as other 
^ benefits, including relocation costs, medical aid and a 2556-3056 
gratuity. Salary will be commensurate with experience. 


]| Applications, with references, should be sent to the following 
: address: 
Us 0 Executive Director 
Botswana Institute for Development Policy Analysis 
Private Bag BR-29 E 
Gaborone, Botswana 
Tel: * 267 m 750, Fax * 267 3971 748 - 





macro-economics policy framework, for a renewable contract: 


tw MANAGER AND AFRICA SPECIALIST, 
HOW BIG IS YOUR WORLD? 





n(o)vib 





fc) STOCKHOLM SCHOOL 


27 OF ECONOMICS 


BANDELSHOGSKOLAN i STOCKHOLM 
DEAN 
MBA PROGRAM 
STOCKHOLM SCHOOL OF ECONOMICS 


The Stockholm. School of Economics (SSE), one of Europe's leading business 
schools, invites applications and nominations for the position of Dean to lead the 
development of SSE-MBA, a new, full-time MBA program. 


The new Dean will be a proven leader with strong academic qualifications 
relevant to the mission of a modern business school. She or he will also have 
teaching or management experience from an established MBA program. 


The SSE-MBA is a one-year intensive program run with strong support from 
the Swedish business community. The Dean's initial task will be to lead us 
through the final stages of planning and implementation, with the first a 
students beginning in August of 2004. The Dean's duties will also include: 
* launching the program successfully for an international public — 
leading the faculty as they realize and refine the program's educational vision = 
fostering the program's relations with the business community 
managing the day-to-day operations of SSE-MBA 


The salary for this position will be competitive and consistent both with the 
demanding nature of the job and with the new Dean's qualifications 
and experience. 

Application procedure: 

Our strong preference is to have the Dean in place by April 1, 2003. 
Therefore review of the candidates will begin immediately and continue until 
an appointment is made. Nominations and applications. should include a 
resume, references and a cover letter stating salary requirements. Please send 
them before December 17, 2002 to Börje Svensson, Secretary of the Search 
Committee, SSE-MBA, Box 6501, SE-113 83 Stockholm Sweden or 
Borje. Svensson nee: For more. information about the M BA program 
contract Dr Svens A above or on. 346 8 6. 9016. More 
information about the School is available ; : 
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. .| The International AIDS Vaccine Initiative (AVI) is 

"| a global non profit organization working to 
speed the search for vaccines to prevent AIDS 
and to ensure that once a vaccine is developed it 
is rapidly adopted worldwide. 


Stimulating economic growth through increased ti 


Chemonics International, a leading development consulting firm, seeks senior sf 
long-term consultants to help implement trade-related activities in East. and 
Africa, West Africa, Southern Africa, and/or Latin America and the C Caribbean 


Candidates must have advanced degrees and at least 10 years of relevant ex 
nduding work in developing countries. Experience on or managing complex USAID 
projects, particularly in the regions listed above, is preferred. We seek: i 


international AIDS 
Vaccine initiative 


; POLICY RESEARCH AND DEVELOPMENT 


We are looking for individuals with strong research and policy backgrounds to 
| establish a new Policy Research and Development Unit to be based at lAVI's 
(| offices in New York City. This Unit will develop and manage a research 
d program aimed at informing and developing national and international 

“policies for accelerating AIDS vaccine development and use. This will entail 

both supporting research efforts and in looking for opportunities to 
collaborate strategically with governments and other organizations. 


ru of trade policy analysis, trade promotion, trade agreement negotiations, - 
anff and non-tanff trade barriers, customs procedures and administration, globa 
Lad iIveness issues, and regional trade agreement 


KAOW ledge of AGOA objectives, provisions, procedures, and eligibility rules; knowledge 
of the private sector and familianty with the operations of USTR, the Department of 


Director/ Senior Director o 
Commerce, and the Department of Agriculture 


The successful candidate will be responsible for designing, implementing and 
monitoring IAVI's policy research and development activities. You will have an 
.advanced degree, at least 7 years professional experience in m 
‘health, and a track record in managing policy related research and i 
“translating research findings into policy. 


Knowledge of WT O, technical barrie to trade, rules of origin, anti-dumping, customs 
procedures, customs valuation, trade in services, dispute settlement, and WTO SPS 
agreement 


*4 Manager Demand Project 
d The successful candidate will manage a program of work focused on 
generating estimates of the potential demand for an AIDS vaccine and 
increasing understanding of the factors affecting demand. You will have an 
advanced degree, at least 4 years professional experience in international 
health, and be familiar with quantitative modelling techniques. 


Experience implementing trade facilitation s a 
methods, duty deferment schemes, import and export ceris. transport oper 
revenue collection processes, rules of origin, risk management, and computerizati 
customs processes 


: ; oung, dynamic and mission-driven organization, the work environment 
VI is fast-paced, intellectually stimulating, and relies on the good cheer 
nd gh devel of cooperation of its committed members, 'AVI offers a 


Expertise in roa rali lic : t zer 
protocols; transport planning and operations: eee sues: traffic regula 
law enforcement; transit procedures. at border posts, and regional tran: 


i “Closing date: December 6, 2002. 


5 | For more information about these and other vacancies please visit the JAVI 
: ‘website = w 


Serve as principal technical resource on trade-related issues for Africa divisior 
technical backstopping to trade projects in Africa and assist with’ ne 
development. hg 
Please send resume to trade@chemonics.net by December 15, 2002. 4 
candidates will be contacted. EOE. www.chemonics.com 


: Armenia, Azerbaijan Conflict Transformation Project 


~The Department for International Development is seeking a service provider Duration: 3 years with a possible extension for a further 2 years. 
to provide assistance to the United Kindom's Conflict Transformation 
Pe Programme | in Armenia and Azerbaijan (AACTP). The purpose of the project 
-is to: " improve understanding of the (Nagorno-Karabakh) conflict among 
-alt stakeholders; to improve the conflict sensitivity of national and international 
actors in the region and to implement a number of activities which will 
-develop constituencies for peace in the region". This will contribute to the 
goal, which is to improve the prospects for a permanent settlement of the 


Nagorno-Karabakh conflict ~ thereby improving the prospects for long-term 


Expressions of Interest should be submitted in conjunction with the- 
application form available from the DFID website 

www. dfid.gov.uk/public/working/cb . opps.html. - | 

The expression of interest should consist of a capability statement of n 
more than 4 pages listing skills and experience plus abridged C CVS C 
key personnel. The capability statement should highlight: Experience. i 
this type of work and how to deal with potential problems. : 





social and economic development. 


The successful bidder will be expected to design and deliver the 
following outputs 


* improved understanding of the consequences of non-resolution of 


the conflict among all stakeholders in Armenia, Azerbaijan and Karabakh; 
state, non-state and private sector national and international actors are 


sensitive to the effects of their actions on the prospects for a durable 


peace; activities 'in conflict do not have negative unintended consequences 
* Co-ordinated inputs develop a synergy and add-value to one another 
* Populations better informed and actively engage in debates associated 


with resolution of the conflict 
* Increased capacity for a negotiated settlement supported by strong 


constituencies for peace and a strengthened civil society In the region. 


The Economist November 23rd 2002 | 


Other information: The contract will be let on a design and build basis 
and governed by English law. Prices are not required at expression of - 
interest stage, When required, pricing must be in sterling and all 
payments under the contract will be made in sterling. DFID reserve me 
right to annul the tendering process and not to award a contract. 


Contact: john McGinn, Department for International 
Development, Abercrombie House, Eaglesham Road, 
East Kilbride, G75 SEA, Scotland, Tel: 01355 84 3754, 
Fax: 01355 84 3183, Email: jmcginnG dfid.gov.uk 


Working to eliminate global poverty and promote 
sustainable development 


LSERVICE 


L. d 


Sesso 















































f Readers are Recommended | 


1o. make appropriate enquiries” “and take 
$ appropriate advice before. sending money, 
incurring any expense or entering into a binding 
ʻE commitment in relation to an advertisement. 
The Economist Newspaper Limited shall not be 
liable to any person for toss or dámage incurmad 
or suffered as a result of his / her accepting or 
| offering to accept an invitation contained in any 

advertisement published in The Economist. 


cng WORK IN USA ** 


IL BOPSSSIONALE; ENGINEERS. ABCHITERT, Sie 
ACCOUNTANT Dev SRAN TEACHERS RE 
TOU Positions, Salares & Benefits 
Visit us Online for Job Opportunities! 
Aifiiates (Reecruitera) Needed! ^ 
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‘Developing Agroenterprises within Asian Upland Farming Systems 
_ The Center for International Agriculture in the Tropics, CIAT 
seeks an 
Agroenterprise Development Specialist 
to be based at the CIAT Asia Regional Office in Vientiane, Lao PDR. 






"Phe position is responsible for managing a research and development project 
"Small-scale agroenterprise development in the uplands of Lao PDR and 
Vietnam" in collaboration with SDC and national institutions. The project will 
- facilitate approaches to agroenterprise development that are appropriate to the 
economic, cultural and political settings and that generate income and 
employment opportunities through diversifying and adding value to local 
natural resources. The focus will be on poor rural communities. The project 
-aims to create local capacity for the continued identification and development 
_of agroenterprise opportunities once the project has been completed. CIAT 
olfers an attractive internationally competitive salary. and coupe package. 

eae date for e is JO December. 2002. ed 











2 promotes the 
: : conservation of wildlife 
“and natural features of 
a England, employing over 
3:950 people throughout 
> the country. For more 


Your role will have three key areas. You will: 


information visit our 
website at 
Lo www.english-nature.org.uk 





years’ relevant experience. 


Closing date: 13 December 2002. 
Interviews will be held in January 2003. 





We have.a no smoking policy in our offices. 


INVESTOR IN PEOPLE 


Awarded for exccitenec 


495,000 Employment VISAS Avallablel] 





members of society regardless of age, gender, disability, ethnic origin or sexual orientation. 


JOB HUNTING INTERNATIONALLY? 
Executive $75K-500K +. Career searching into, within or out of ~ 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 























Fax: Email: 
USA/Canada +1 202 4781698 cpamerica(@careerpath.co.uk 
Europe +44 20 75048280 — cpeurope(icareerpath.co.uk 
Asia / M. East / Aus +66 2 2674688 cpasia@bkk. loxinfo.co.th 
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ci SOFRECO 





We are a leading French consulting engineering 
company providing advisory services on donor 
funded projects. We are looking for: 





ORATOR t 


TEAM LEADER, Environmental Expert ref. ocus) 


For a long-term assignment in Russia 











| 


Experience required: 
- Management of complex projects and multinational teams, 
- Experience in environmental monitoring and public awareness, 
- Fluency in English, knowledge of Russian an asset, - Experience of working on EU projects. 


Long and Medium Term LEGAL EXPERTS «et cu | 
i 


| 
| (including TL positions) on competition law and/or partnership and co-operation agreements 
PCA) of the EU with partner countries. 
Experience required: 
“ diio of competition law in the EU, 
| - consulting missions in this field in CEEC / NIS, 
- 10-year professional experience, 
T Fluency in English, knowledge of a Slavonic language wouitl be an asset. 
————'''O eae UE UFR EERO EO 
i 
i 


SANA ORE A NR RRMA 





. Candidates with relevant experience should apply to: " 
à PRECOR RH 3 ofr co.com, (web-site: www.sofreco.com) 


isdem nets RIA 











Economic Adviser 
Peterborough Based 


Protection of biodiversity is one of the key challenges facing our society. Economic analysis lies at the heart of the diagnosis of the 
root causes of biodiversity loss, and the design of policy solutions. Are you interested in leading our work in this area, applying 
your knowledge to policy analysis, and working in interdisciplinary teams? 

English Nature has statutory responsibilities to advise Government on policies for, or affecting, nature conservation, including 
issues affecting habitat degradation and destruction and economic incentives relating to land use and the marine environment. 


* Help provide general understanding of environmental economic issues for English Nature. 

* Manage research and provide advice to our specialists in each of the main policy areas of concern to nature conservation, 

*. Build relationships with and provide advice on nature conservation economics directly to Government Departments. 

It is essential that you have the ability to give sound advice through good communication to non-economists and work 
effectively, over a wide range of policy areas, with ecologists, policy specialists and senior staff. A good degree or post graduate 
qualification in economics is required, ideally with a strong environmental, natural resource, or agricultural component and five 


We offer a starting salary of £28,560 per annum (more may be available for an exceptional candidate), a choice of pension 
schemes, 25 days annual leave plus 12 '/: public and privilege days per year. 

For further details and an application form please contact: Emma Clifton, English Nature, Northminster House, 
Peterborough PEL IUA. Tel: 01733 455200, or apply online at the above website address. 


English Nature is an equal opportunities employer, committed to building a diverse workforce and welcomes applications from all 


working today 


for nature tomorrow 










"Economic Growth and Rural Development Specialist 
The USDA/Foreign Agricultural Services is seeking qualified candidates to assign 
‘to the Office of Women ín Development, in the Economic Growth, Agriculture 
and Trade Bureau of the U.S. Agency for International Development (USAID) as 
8 senior advisor with responsibility for addressing gender issues related to 
sustainable, broad-based economic growth, international trade, poverty 
o. [reduction strategies, policies and programs. The individual will provide Agency- 
co | wide leadership in economic issues related to increasing the effectiveness of 
ST USAID's development strategy by integrating gender throughout its programs 
] overseas and at headquarters. 
-Required Skills include: 


< fe Advanced degree in economics with extensive applied research experience 
Overseas; 





* Understanding. of economic growth issues and the gender-based 
constraints/opportunities affecting them; 


* Knowledge of the policy networks working on economic growth, agricultural 
development and gender issues; and 


cl * Ability to contribute technical guidance and recommendations on economic 
co]. growth strategies, programs and projects, and the ability to develop new 
] approaches to integrate gender, test hypotheses, and design data collection 

c efforts. 
| This position is temporary (NTE five years) and is graded at a GS 14 level isalary 
“| range $78,265-$101,742). incumbent must be a U.S. citizen and able to obtain 
| a Secret security clearance. For additional information and application 
instructions, contact Robin Comfort at (202) 690-1930, 690-1953 (fax) or 
. comforté&fas. vail). Ad closes COB November 29, 2002. 














e Recruiting a Senior Natural pa 






Agroforestry Centre Resource Policy Economist, | 


oat: KEWER At P br SAGA Amazon Region 
The Centre for International Tropical Agriculture (CEAT) and the World Agroforestry Centre (CRAF) are 
recruiting s Natural Resource Economist for a joint position to lead their policy research on integrated 
ce management and sustainable development in the Amazon. CIAT and ICRAF share a 
poverty redaction; improved food and nutritional security, and enhanced ecosystem 
opics. They are two of 16 Future Harvest Centres supported by the Consultative Group 
itional Agricultural Research (CGLAR). 
“The 


The position 
|J The Natural Resource Economist will report jointly to CIAT and ICRAF. Based in Belém (Brazil), she/he 
| will be hosted by and work in close collaboration with Embrapa, the Brazilian Agricultural Research 
Corporation, She/he will be a senior member of a new inter-institutional and inter-disciplinary team 
focusing on the Amazon basin. Embrapa, CIAT, ICRAF, CIFOR (Center for International Forestry 
Research), and IPGRI (International Plant Genetic Resources Institute) are the founding partners of this 
dditional partners in Peru, Colombia and Bolivia will join this temm: the economist will take a 
ng cole in outreach to these parimers, The economist will: 
























onceive and implement research, educational, and development activities in concert with other 
| CC teim members and in collaboratión with regional and international partners; 
* Within a jointly-agreed programme of work for the inter-institutional team, she/he will provide 
intellectual leadership and wil conduct policy-relevant research on poverty, sustainable 
development, and the land, water, and biological resources of the Amazon basin: 
Examples of specific topics include: forces driving poverty, deforestation, and resource 
gradation; integrated assessment of fand use alternatives; tree products, markets, and policies; 
d rehabilitation, landscape restoration, and recuperation of degraded pastures; and mechanisms 
centives to enhance environmental services, including biodiversity conservation and 
-dumat change mitigation, while advancing rural development. 
~The person is also expected to facilitate and coordinate the regions activities of the inter- 
: Ánstitutional team through the Alternatives to Slasteand-Burn (ASB) System wide Programme of 
the CGIAR (httpi//seww.asbegiarorg). ASB is a research consortium that includes all the partners 
in the inter-instttutioaa team. 


COPS ‘Phe Candidate will have: 
[v PhD in natural resource economics or related discipline; 
Six (6) to ten (10) years of relevant international experience; 
Successful record of research publication, project management, and pro-active fundraising: 
Demonstrated ability to foster a team approach across disciplines, cultures, and institutions, and 
to facilitate and coordinate work of scientists from a range of disciplines; 
* Significant policy analysis experience and specific knowledge of development and environmental 
institutions in the Amazon region; 
* Strong skills in conceptualization, shared leadership, and communication; and 
*  Fluepey in English and Portuguese: knowledge of Spanish would be a distinct advantage. 












"oW & oe 


Terms of affer 
CIAT and ICRAF offers a internationally competitive salary and benefits package. and a collegial and 
gender-sensitive working environment, The contract is for an initial period of 3 years, subiect to à one your 
probation pertod, annual assessment of performance and available resources, Applicants are invited to send 
à detailed curriculum vitae, with salary details, date of birth and the names and addresses of three referees 
; (including telephone, fax numbers and email address). All correspondence should be addressed to the Head 
cF 9f Human Resources, World Agroforestry Centre (CRAP), P.O. Box 30677, Nairobi, Kenya; Tef +254 2 
: 824000 or 1 650 833 6645; Fax 4254 2 524001 or | 650 R33 6646: email: icrafhru Gegiar.org, 
 Applicátions will be considered until January 15th, 2003 or until the position is filled, Please indicate your 
advertisement source in your application. 


ICRAF believes that staff diversity promotes excellence, and strongly encourages applications from 
women. 


| Given the high number of applications expected, acknowledgement of applications will only be sent 
to short-listed candidates. 


We invite you to learn more about CIAT and ICRAF by accessing our web sites : 


e Economist November 23rd 2002 



























CENTRE DE RECERCA 


EN ECONOMIA INTERNACIONAL 
GENERALITAT DE CATALUNYA 
UNIVERSITAT POMPEU FABRA 





















RESEARCH POSITIONS IN MACROECONOMICS, INT ERNATIONAL. 
ECONOMICS AND RELATED FIELDS HAE 







The Center for Research on International Economies (CRED, invites aipplications.for two 
Research positions, to begin September 2003. These openings are part of CREI's plan to. 
develop into a center with as many as 12 researchers over a five year horizon, Areas iw 
which CREF plans to focus inchide: UON 





















© Macroeconomics 

* International Finance 

* Monetary Economics 

* Growth and Development. 

* Trade and Economic Geography 














CRE! is a consortium sponsored by the Govemment of Catalonia und the Jniv 
Pompeu Fabra {UPE} with the aim of promoting economics re i the hi 


standards, It is located in Barcelona, at UPF's downtown campus. 







Current openings are at both senior and junior levels. Junior researcher 
an evaluation after five years. Though CREUs researchers have no tea 
such, they will be encouraged to participate actively in UPF's graduate programme 
of appointment arc flexible and competitive. a Mo 










Applications including a c.v, a sample of recent work, and a brief descriptio sea 
plans should be sent to: Professor Jaume Ventura; CREL Ramon Trias Fargas 25, 0800: 
Barcelona, Spain. Applicants should also arrange for two or more reference letters to 
sent separately. The deadline for application is 20 December 2002. E 

















Further information about CREI can he found at MOL econ t 



















Judge Institute of M 






Cambridge's Busi 


















University Lectureships 















As part of its continuing expansion, the Judge 
recruit seven new University Lecturers with expertis 
more of the following subject areas: D 











- Áccounting 





- Econometrics/Statistics 






- Finance 


- Information Systems 





- Macroeconomic Policy/International Macroeconomics 





- Management Science and Operations Research 





- Operations Management 






- Small Firms/Entrepreneurship and Innovation 





- Strategy 





Appointment will be from 1 September 2003, with salary in the range. 
£23,296 - £35,950. UPS 

Further details and application. forms may be obtained from 
the Secretary of the Institute, Judge Institute of Management 
Trumpington Street, Cambridge CB2 1AG; tel. +44 (0)1223 339700, fax 
+44 (0)1223 339701, email enquiries@jims.cam.ac.uk or from our 
website: http;//www.jims.cam.ac.uk/people/new. staff/new. staff {html — 
Closing date for receipt of applications: 6 January 2003, — "n 











Phe University is committed to equality of opportunity 

























ARE YOU A 40 YR+ SENIOR E 
EARNING $100K+ P 





NG $100K+ PER 


| if so, you possess the invaluable business expertise which only 
-comes with maturity. Are you continually frustrated with your current 
-| job opportunities? You need the international job search experience 
.| that only Resume Broadcast International offers with the personal 
"contact necessary for success. That's why we work 24 hours a 
|. day, 7 days a week, 365 days a year for our clients. Don't wait 
] another minute, contact us today to advance your career. 


Resume Broadcast International 

PO. Box 6930, San Diego, California 92166, USA. 
Tel: 619 224.9257, Fax: 619 224 9268 

Email: rbi1022243306 Q cs.com 










































International Cotton/Textile Organization 
Seeks 
Experienced Trade Consultant in India 


“International cotton organization seeks consultant to identify Indian textile firms 
“that produce and export 100% cotton products. Consultant will assist in 
development of downstream promotions of cotton products in the 
European/Asion markets. Consultant will be responsible for identifying supply 
air for selected products from the spinner to the end consumer. market; 
sessing the potential for increased export of cotton to those partners as a 
sult-of downstream promotions; and management of relationships with 
e partners. 


ideal candidate will have 15+ years cotton/textile experience and extensive 
knowledge of International trade practices. Candidate must possess axcellent 
verbal and written communication skills in English and be wiling fo travel 
Application should include resume, names and contact information of five 

ferences, date of avallability, and a statement of fhe special qualifications for 
this position. Only shortlisted candidates will receive acknowledgement and 
requests for supplemental information. Interested parties should forward 
application information to asiacottoneusa.net. Deadline for applications is 
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. Call for Nominations 
2003 Gates Award for Global Health 





Nominations for the 2003 Gates Award for Global 
- Health are now being accepted. Established in 2000 
.. by the Bill & Melinda Gates Foundation, the award 
| | seeks to recognize an organization that has made a 
-.- major and lasting contribution to the field of global 
health. The $1 million award is administered by the 
-Global Health Council, the world's largest 
membership alliance dedicated to saving lives by 
improving health around the world. 














| Any organization from any country in the world that 

has substantively improved the health and the lives 
< of people in need may be nominated for the Gates 
Award; the organization may be a charitable 
institution, a private company or a public entity. 





For more information or to submit a nomination, 
visit the Council's website, www.globalhealth.org. 
-Nominations must be received by December 5, 
| 2002. The Award will be presented during Global 

— Health Council's 30th Annual Conference, Our 

: Future. on Common Ground: Health and the 
Environment, on Thursday, May 29, 2003 in 









Washington, D.C. — 


































AGENCY 


ECONOMICS AND ANALYTICAL DIVISION 


Expressions Of Interest (EOls) 
For The Provision Of Economic 
And Statistical Services On 
A Call Off Basis 


The Food Standards Agency is inviting EOls from individuals or 
bodies interested in carrying out consultancy work for the Agency 
on a call-off basis. 


The economic areas for which external expertise is being sought 
include Cost-Benefit Analysis, Regulatory Impact Assessment and 
the economics of the food chain. 


The statistical work will involve the appraisal of proposals for 
research, analysing research results and quality assuring the 
analysis of results. 


Expressions of interest are welcomed for any or all of the listed 
topics. EOls should clearly identify the areas of relevant 
expertise. CVs and daily fee rates should be supplied. 


Further details can be obtained from Duncan Overfield 
(020 7276 8659) or John Pascoe (020 7276 8607). 


Alternatively contact: Duncan Overfield, Aviation House, 
125 Kingsway, London WC2B 6NH. 


Email: duncan.overfield@foodstandards.gsi.gov.uk 
Closing date for receipt of expressions is 15th December 2002. 





























































































The Food Standards Agency - putting the consumer first. 








Syrian Arab Republic 


The ministry of petroleum and mineral resources and the 
ministry of economy and foreign trade are pleased to invite 
interested oil company to attend a symposium on 
investment opportunities for the exploration, development 
and production of oil and gas in the Syrian Arab Republic. 
The symposium will be held on 17-18 December 2002 in 
Damascus Sheraton hotel Presentations will cover the 
following subjects: 


1- Gas and oil potential in Syria. 

2. Development of North and South of the middle region. 

3. Redevelopment of mature oil fields in the middle region. 

4- Production sharing contracts, fiscal regime and 
development possibilities. 

5- Shell experience in Syria. 

6 TOTAL FINA ELF experience in Syria. 

7- Round table open discussion. 


For more information please contact: 

The external relation office 

Ministry of Petroleum and Mineral Resources 
Tel: + 963 11 449355 

Fax: + 963 11 4463942 

E-mail: p.m.b.r.gmail.sy 


The Economist November 23rd 2002 _ 









e OWNED BY LA WYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIONS : 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the — 
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Overview Wi ROME MET 
Output, demand and jobs 
'eind : PTS : | % change on year ago 
America sce production fellin Octo The Economist poll moddd- medicis nenene 
ber for the third successive month, by 0.8%. GDP GDP forecasts production (oume % rate 
Morecutsmaylieahead:inSeptemberbusi- Igu 1year 2002 — 2003 latet latest latest — yearago 
nessinventories roseattheirfastestpacein Australia. ^ «2.4 +38 Q +37  *35 *27 2 +54 0 ^  600t 70 
m almosttwo years, as sales slumped. The Austria — +25 +09 02 +07  *17 -14 Ag +27 Jul 4.2 Sep 3.7 
ce housing market, one ofthe economy's main Belgium +12 +03 Q2 + 0.6 + 1.8 + 1.3 Sep - 0.9 Aug 11.9 Od! 11.5 
(0s. props this year, is also wobbling. Housing Britain + 2.7 +17 @ +16 +26 -25 Sp +60 Oct  — 53 Sept 5.1. 
starts dropped by 11.4%in October. Thiswas Canada —— t43 t32 9 thé +32 ( *31g +92 Ag — (690 75 
a bigger fallthan expected, but it followed a Denmark —  *44 +20 02 218 t2 mb Sep — * 3.4 Aug — 5.3 Sep — 5.1 
pus surge in September when they hit their France  — *16 +10 02 +11 +18 4 -11 Sep —)- 15 Sep 905p 87. 
sp highest level since December 1986 Germany +11 +04 03 +04  *13 -13 Sp — -13 Sep 9.9 oct8 9.5 — 
UMS Italy «11 +05 0 +04 +16 *12 Se  -14 Aug 9.0 Jul 9.5 
| "S " . Japan £30 41503 -07 +10 45.2 Sep -19 Sep —— 54 Sep 53 
. Amodestdectinein America’s trade deficit Netherlands — «0.3 +01 0 «04 +14 — -23 Sep — *20 Aug — 24 0d" 20. 
|... in September was widely cheered. But the Spain +18 +20 Qj +19 +24 *31 Sp na 1l2 Sep 106. 
deficit was still the second-biggest on re- Sweden -*24 +21 Q2 +17 +24  // *11 Sep * 7.4 Sep 4.2 Sep? 40 


















cord, lifting the 12-month figure to $453 bil- Switzerland +04 -04 02 +01 +13 -2.0 02  ~11 Sep 3.0 oct 1.9 
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lion. In contrast, the euro area had atrade United States + 3.1 « 30 03 «2.4 +27 ^ 1.2 Oct + 7.6 Sep 5.7 Oct! 5.4 
surplus of $95.6 billion over the same per- Euro area +16 +07 @ +07 +17 -0.6 Sep — * 15 Aug 8.3 Sep $80 
iod, up from a surp lus of $ 18.6 bi ilion a year *% change at an annual rate, trot seasonally adjusted. ttauly-Sep: claimant count rate 3.1% in Oct. SEU harmonised rate 8.3% in Oct. 
ees ** Aug-Oct, 
` ago. 
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Prices and wages 
% change on year ago 
jm The Economist poll 
an inflation rose to 2.0% in October, Consumer prices consumer prices forecast Producer prices _Wages/earnings 
 largelyasaresultofdeareroilandajumpin latest _yearago — 2002 — 2003 latest — yearago __latest_year ago 
pac mey which had been heavily dis- Australia — «32 0 +25 +28 +25 ^ -02 03 +24 +36 V +40 
Austria — — — * 18 0t +25 +18 +17 +03 0t -05 +23 Sep +29. 
“also rose more sha rply than expected (up » Belgium — +13 0t *24 +17 «14 — *15 0d -42 +21 0 +37 
1.1%, or0.6%ona Lived idi In nthe: euro Batain — — «21 Ot ee E00 00. 05, 195 9 09d. 
Canada * 2.3 Sep + 2.6 + 2.2 * 2.5 + 0.5 Sep +10 4 2.8 Aug + 1.4 











Denmark +25 0d +22 +23  *21 +08 Ot -03 +37 0 +47 
France +19 Oct 418 + 1.9 +14 + 0.3 Sep -0.2 «3.8 Q2 +42, 
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net by vue Central Bank, However, 
«comments from ECB officials overthe past RT 0d +R j 
week appear to signal that the bank expects Japan -0.7 Sep ~ 0.8 - 0.9 - 0.6 £0. Ot -~06  *17 Sep - 0.5 
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Germany * 1.3 Oct + 2.0 + 1.4 + 1,2 + 0.9 Oc ~ 1.1 * 2.4 Sep +23 
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Italy 42.7 Oct + 2.5 + 2.4 + 1,9 +0.5 Sep + 0,4 +25 Sep + 2.4 
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inflation to fall next year, making room for Netherlands € 3.4 Oct 43 437 4 2.5 40.6 Sep +07 +3.4 Sep +47 
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an interest-rate cut. This may come as soon Spain — — *10 0t +30 +34 +26 +11 Sp +06 +40 Q2, +29 
as its meeting on December 5th Sweden — 25 0d *2.7 4 *2.3 421 (03 Sp *11  *27 Mg +36 
Switzerland 41.3 Oct + 0.6 + 0.7 + 0.9 -0.6 0t - 14 + 2.52001 + 1.3 
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i s United States +20 Oct 424 * 1.6 + 2.2 + 0.6 Oct ~ 0.3 + 3.0 Oct + 3.8 
Lower interest rates certainly seem badly Euroarea +23 0t 423 422  *17 +01 Sep +07 +33 Qj +30 


ce Euro area 

needed in most ofthe euro area, Germany's — CM MD 
GDP rose by 0.3% in the third quarter of this 

year , to give total growth of only 0.4% com- 
pared with a year ago. Industrial production 
in the euro area fell by 0.6% in the year to 
September. But unemployment in the Neth- 
erlands remained at 2.4% of its labour force 
in the three months to October—by far the 
lowest jobless rate of all the countries in the 
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2 their possible nationalisation. Tokyo’sTopix —. ^. ~ -o 
=- wastheonly main stockmarket index to suf- — 
| fer a fall over the week: it lost 0.7%. 
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Data on more countries, as well as currency ‘tools, 
tables and charts for shares and indices worldwide 
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Money and interest rates The Economist commodity price in de 
1995=100 S 
















































































Money supply* Interest rates % p.a. (Nov 20th 2002) mu | T * cha 
% change on year ago 3-mth money market 2-year 10-year gov't bonds corporate Novi2th Nov19t JS 
FT narrow broad latest — yearago  govitbonds — latest — yearago bonds zi ———————————— 
! 61  Tll4 Sep — | 4B2 01530 ^00: 4.56 — 5.39. 5.80 — | 6.50 — All items 75.8 76.0 + 9. 7 
+82 +54 Sep 3.91 3.75 3.81 Ade 4.68  — — 5.83 — Food ^ eese 793 ^ ^ 800 ^. E 
—— 114]. *65 Sep 272 221 ^ 7330 505 548 — 7096 — o4 OF 
Á t+ 5.1 Sep — 3.35. 377 —— — 3.40 O 4.53 476 TU MM. 6 J5 Al 70. 5 70.5 À 
lan *29.0 + 3.3 Oct 0.02 0.02 0.04 1,00 1.33 1.09 m e c 
Sweden — «22 +59 X — 381 373 394 489 501 483. Mal .. 719 721  *16 +254 
“Switzerland «115 +54 Ot 0.73 215 091 235 311 ^ 3J0 B p LEE L MS CM 
United States +35 «60 oa 133 202 196 aos 49] 630" Stefingindex E 
Euro areal — £82 — «74 $e — 308 ^ 336 ^ 302 43 45] 518 Mitems 75.3 754 -20 +35 
"Narrow: Mi pna Britain and Sweden MO, broad: M2 or M3 except Britain M4. iGermany for bonds, *Nov 13th. Benchmarks: US 30-year Euro index 
san No.243 0.985%. Central bank rates: US fed funds 1.25%, ECB refinancing 3.25%, BOJ overnight cali 0.001%, BOE repo 4.00%,  Allitems 98.7 987 ^ 2.7 
ommerzbank, Danske Bank, J.P. Morgan Chase, Royal Bank of Canada, Stockholmsbörsen, UBS Warburg, ORI-WEFA, Westpac, Yen index x 
son Datastream, Rates cannot be construed as banks’ offers, All items 96.1 98.3 -24 




























































































"Stockmarkets $peroz — 321.65 an unb eH 
Market indices West Texas Intermediate - 
% change on $ per barrel - 
2002 M record Dec 31st 2001 * Provisional, F Won-food agricul 
Nov 20th high low week high intocal = in$ 
se PR EREMO CORPER ERR eer: currency terms — 
Australia (MLOrdinaries) —— 2,969.0 3,440.0 328555 + 13 -137 -116 -36 
Austria (AT) — — —— 11023 1,3572 — 10037 + 04 -365 - 33 *90 
Belgium (Bel 20) — ^ ....2,064.3 — 2,899.8 — 173.7 + 5.2 -43.9 -2358 -16.4 | 
Britain (FTSE 100) — — — ^ 40949 5,3238 36711 * 16  -409 -215  -150 
Canada (Toronto Composite) — 6,493.1 — 7,958.1 5,695.3 + 3.0 “43.0 — 7 -15.5  -149 — 
Dena (KI) SN 106.8 — 233.4. 156.4 — 5 —  -447 -25.8  -163 
e E . 210.3 3,0819 1,7945 ^ « 33 ^  -519 -29.2  -202 
— 1o 80 — 38.0 — 2,056.5 + $9 —  -544 — -318  -231 
3213.0 5,462.6 2,5979 + 48 ^ -602 -377 -298 
. 11235 1,5130 ^ 9744 ^ « 40 -4&5 -216  -116 
225) — —— . 8459.6 11979.9 ^ 8,3034 ^  -* 03 -783 -198  -142 
....., 90.8 ^ 1139.4 ^ 81751 ^ OF ^^ -712 -195  -139 
ae 339.4 5312 2914 ^ * 40 -516 -330 -24.5 
654.8 848.1 568.5 ^ « 1.9 ^  -429 -206 -05 
) 1571 — 2368 ^ 1027 O +22 -608 -321 -212 
s Market laret) 503.3 669.1 44150 +42 402 267 E) 
.....8,083.0 10,635.3 7,286.8 —  « 2.7 ^ — -26.4 ^ -140  -1&0 
....914.2.— 11725 — 7768 ^ » 36 ^  -402 -204  -204 
(NASDAQ Comp) 1,419.4 19.4 2,059.4 1,1141 +43 -T9  -272 27.2 
Europe (FTSE Eurotop 300)* 909.2 — 1279. ^ 7972 +29 -46.7 -27.9  -18] 
Euro area (FTSE Ebloc 100)* — 760.3 1125.1 6394 ^ ^» 42 ^ -510 -316  -229 
“World (MS)! —^ —— ..8105 10244 — 7037 ^ 422 ^ -4i na  -192 - 
World bond market (Salomon)? 503.5 510.0 430.3 sd . X3 na 4145 
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*Ín euro *In euro terms. Morc Morgan Stanley Capital International index includes individual markets listed above plus eight others, in dollar terms. 
Salomon Smith Barney World Government Bond Index, total return, in $ terms, 






Trade, exchange rates and budgets 



















































Trade balance*, $bn Current account Exchange rate — Currency units < 
latest 12 $bn The Economist poll trade-weighted f per per per per 
months latest 12 mths % of GDP, forecast 1990=100 $ £ euro — Y100 
Bee se Seacoast aml 2002 2003 — Nov20th yearago ^ Nov20th yearago NENNEN 
Australia — — - 27 Sp — — - 116 Q2  -37 -37 143 729 179 194 2.2 180 146  . 01. 
Austria — — — - 0.8 Aug —.10 Mg — -18 à— -18 ^ — 10089 1003 100 114 157 . - 081 43 
i, Me 9, F165 A. (49. 150. 1000. 92 . — T0 — 14 —152 —— UM m 
SUM uuu 00904 S er G 19. 0519... 1089. 10986 — " 0061. 701 —— Ok UD 0B. 
SEE cdundí 097 8, 00108 05. 900 — 21... 0149. 7853- a L5). 100. 250 158. 1/9. — 10- 
DENN 1,571 9p. * 36 Sep «22. — «20 1013 1019 — 740 850 117 743. 694. 27 
France 4 9.8 Sept + 26 8 Sep — *18 _ +18- ees ___ 102.93 101.9 __ 1001487  - 08i MONS ELE 
Germany — — «110.9 Sep — — * 376 Sep — «14 — «10 39.98 98.7 ^ ^ 100 ida 15] - 081 L8. 
Hay — 8 — 85— * 116 Sp — — - 10 Sp — nmi — ml ^  — 7348 727 100 — 114 — 157 — - 081 -14 
Japan — «865 Sep —— 11131 Sep +28 — «28 — 1310 — 13853 O à 123 — 103 Mm 123 - 89. 
Netherlands + 27.2 Sep + 90 03 +33 «36 .9915 981 100 114 157  — - 081 01 
SE o 294 08... 155 er ©: - 17. 1908 743. 100 114 159  —— 9M . Q3 
Sweden *143 Sp + 80 Sp — *33 483 784 — 740 OOO O 9.04 — 107 ^ 142 9.07 7.38 ^ 21 
Switzerland + 3.8 Sep — «227 02? +10.0 4103 1147  1i30 | 1.46 — 1.66 ^. 230 147 119 m 
United States — -4527 Sep - 488 = 4.7 49 ^ 11.6 12.0  -  - 158 100 08 9 -0- 
Euro aren NONE EX. 95.6 Ed + 31.6 Aug + 0.5 + 0.6 82.8 77.8 1.00 1.14 1.57 ~ 0.81 “1.5 
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:Mostemerging economies continue to re- 
cover from last year's downturn. Mexico's 
GDP rose by 1.8% in the year to the third 
quarter, pulled up on America's coat-tails. 
Taiwan's cpp jumped by 4.8% over the same 
. period, helped by a rebound in investment. 
Russia's industrial output rose by 3.9% in 


had defaulted on a repayment of principal to 
-the World Bank. The country was already in 
default to private creditors, but its servicing 
< of official debt was depleting reserves. 
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GDP Industrial Consumer Trade Current reserves * 
production prices balance account $bn, latest 


China + 8.1 03 +14.2 Oct - 0.8 Oct +30.0 Oct +17.4 2001 258.6 Sep 


Hong Kong + 0.5 Qe -11.2 e - 3.6 Oct ~ 7.6 Sep 415.7 02 110.6 Oct 


India +60 a2 + 6.1 Sep + 4.3 Sep ~5.5 Sep +20 QR 60.7 Oct 


Indonesia +39 03 -11.7 a +10,3 Oct +26.6 Sep + 6.1 0 29.2 Sep 
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% change on year ago Latest 12 months, $bn Foreign 























Malaysia + 3.8 ü + 9,0 Sep + 2.1 Oct 412.8 Sep +6.9 a2 33,9 Sep 





Philippines +45 R ~12,0 Aug + 2.7 Oct + 2.6 Sep — * 6.1 Jul 13.1 Oct 
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Singapore +37 (03 +10.4 Sep ~ 0.4 Sep 47.5 Sep — 417.5 a2 81.4 Oct 
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South Korea + 6.3 a2 + 3.4 Sep + 2.8 Oct +10.7 Oct + 5.2 Sep 116.3 Oct 





Taiwan +48 03 +74 Oct -1.7 Oct +17.8 Oct +25,0 03 157.6 Oct 
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Thailand 45.1 02 + 9.8 Sep + 1.4 Oct + 3.8 Sep + 6.9 Sep 36.8 Sep 
Argentina -13.6 %2 ~ 3.8 Sep +39.4 Oc 414.9 Sep | 43.9 02 9.4 Sep 
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Brazil *10 Q + 5.6 Sep +85 Oct +11.2 0c -13.1 Sep 38.4 Sep 
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Chile £17 d * 5.2 Sep + 3.0 Oct + 2.6 0t ~06 à 14.7 Sep 
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Colombia 42.2 Q + 1.0 Aug + 6.4 Oct + 0.5 Aug -13 qe 10.6 Sep 











Mexico +18 M ~ Q.6 Sep + 49 Oct ~ 8.9 Sep -16,3 a 46.6 Sep 











Peru + 7.3 Sep +48 Aug + 1.4 Oct + 0.2 Aug - 1.0 qe 9,3 Sep 
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Venezuela ~ 9.9 Q ~ 66 Jul 429.9 Oct + 8.5 a +19 ae 8.2 Sep 
Egypt + 4.9 2001! + 7.8 2001 + 3.0 Sep - 7.9 Jul nil a 13.0 Jus 
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Israel -1.7 du ~ 2.8 Aug + 6.9 Get ~ 6.4 Get ~ 2.6 Q 24.4 Oct 


South Africa +32 Q +86 Sep +14,5 Ot +31 Sep -03 @ 
Turk «8.2 M +10.8 Sep +33.4 Ot — — -11.6 Aw +11 Asg 


Czech Republic +25 @ * 9,2. Sep £06 Ot — -31 Sep -23 a 
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Hungary + 3.1 a2 + 8.1 Sep + 49 Oc - 2.9 Sep  - 2.7 Sep 
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Poland «0.8 02 + 3.2 Oct +11 Oct -10.3 Sep | - 6.6 Sep 28.2 Sep 
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Russia +41 Q + 3.9 Oct +14.9 Oct 442.9 Sep 427.6 93 43.0 Oct 
*Excluding gold, except Singapore; IMF definition. TYear ending June, 











Financial markets 


Currency units Interest rates — Stockmarkets % change on 


MÀ 


| per$ per £ short-term Nov 20t Dec 31st 2001 


Nov 20th  yearago Nov 20th % p.a. one in local in $ 
week currency — terms 


e cect ate ca hac 151 E UE APIS UUT 
China | 8.28 8.28 13.0 na 1,490.0 - 44 - 130  - 13.0 
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Hong Kong 7.80 7.80 12.3 1.63 9,971.2 +3.7 = 12.5 - 12.5 
India 48.2 48.0 75,9 5,51 3,075.5 +3.9 - 5 - 54 
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Indonesia 8,968 10,440 14,130 13.85 371.6 *1.2 - 52 + 9.9 
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Malaysia 3.80 3.80 5.99 3.10 637.2 -1.5 ~ 85 = 8.5 
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Philippines 53.7 52.0 84.6 6.81 1,034.2 -2.4 - 11.5  - 149 


a aa aa rar O PTT TT etta e imr e S m mme eta pam utr P E e I ap Piin a i P DI hi Nea giat Ma esent rin emen inr vri re HP yir Poeni I A IAAI AT TT 


Singapore 1.77 1.84 2,79 0.81 1,383.3 - 0.8 - 14.8 ~ 11.2 








South Korea 1,209 — 1275 1905 489 682.0 +43 = I7 +68 





Taiwan 34.8 34.4 54.8 1.95 4,653.5 -0.4 - 16.2 - 15.6 





Thailand 43.5 44,4 68.5 1.90 352.2 +2.5 + 15.9 + 17.9 
Argentina 3.52 1.00 5.54 10.70 460.1 *0.7 * 55,8 ~ 55.7 
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Brazil 3.51 2.53 5.54 20.90 10,087.5 «3.3 ~ 25.7 - 51.2 





Chile 697 679 1,099 2.76 4,814.6 * 1.0 - 10.8 ~ 15.4 
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Colombia 2,668 2,318 4,204 7.91 1,498.7 *5.1 * 40.0 * 19.5 








Medo — 1015 — 9.4 — 160 724 5647 1-30  - 115  -200 


Peru 3.59 3.43 5.65 3.80 1,292.2 *1.9 + 9.9 + 5.6 


Egypt < 4.63 4.26 7.30 6.47 5,069.6 -1.4 - 3.8 ~ 5.0 

















Israel 4.68 4.22 7.37 6.40 336.1 *1.9 ~ 24.8 - 29.1 
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South Africa 9.7 9,90 15,2 13.60 9,740.8 + 1.0 - 64 * 15.8 














Turkey 1,589,500 1,505,000 2,504,575 42.00 13,292.0 7.0 - 3.6 - 117 
Czech Republic — 30.5 38.0 48.1 2.77 448.4 +19 + 13.6 + 32.4 








Hungary 237 285 373 8.43 7,618.7 *1.9 * 6.8 * 23.9 








Poland 3.94 4.09 6.21 6.58 14,045.2 *1.6 + 0.9 + 1.2 





Russia 31.8 29.9 50.2 21.00 35145 ~-0.5 + 41.1 
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na * 10.8 

















EMF (MSCI) * 1.00 1.00 1.58 na 291.4 














EMBI+ . 1.00 1.00 1.58 na 222.1 
*Emerging Mkts Free. T3.P. Morgan Chase's Emerging Mkts Bond Index Plus. tin $ terms. 





Sources: National statistics offices, central banks and stock exchanges; Thomson Datastream; Economist Intelligence Unit; Reuters; UBS War- 
burg; J.P Morgan Chase: Hong Kong Monetary Authority; Centre for Monitoring Indian Economy; FIEL; EFG-Hermes; Bank Leumi Le-Israel; 
Standard Bank Group; Garanti Bank; Deutsche Bank; Russian Economic Trends. 
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d The world this week 


Politics 


United Nations weapons in- 
spectors arrived in Iraq, to 
search for weapons of mass 
destruction that Saddam Hus- 
sein, the Iraqi dictator, is 
thought to have hidden. Mr 
Hussein has until December 
8th to give a full account of 
his arsenal. Failure to do so 
could trigger an American-led 
invasion. 





In simultaneous attacks on Is- 
raeli targets in Kenya, missiles 
narrowly missed an Israeli 
charter plane taking off from 
Mombasa airport and a car 
bomb destroyed a hotel where 
Israeli tourists are known to 
stay, killing 11 people. 


According to leaks, America is 
angry at Saudi Arabia's al- 
leged reluctance to crack 
down on its own citizens who 
allegedly donate money to 
charities that serve as fronts 
for terrorists. American offi- 
cials half-heartedly denied the 
reports. Relations between the 
two allies were strained. 


Riots laid waste Kaduna, a Ni- 
gerian city of 1.5m, after a 
newspaper allegedly insulted 
the Prophet Muhammad. At 
least 220 people died and 
11,000 lost their homes. 


A UN report revealed that 42m 
people are infected with HIV, 
the virus that causes AIDS. 
This year, 3.1m died of the dis- 
ease, and 5m were newly in- 
fected. The cumulative toll of 
deaths and infections now ex- 
ceeds the number who died in 
the second world war. 


In a state 

A survey found that Amer- 

'ca's states must take drastic 
tion to keep their budgets 


balanced, as constitutionally 
required. Unexpectedly low 
tax revenues and large spend- 
ing plans caused states' reve- 
nues to fall last year in 
absolute terms, for the first 
time since 1945. Tax rises and 
cutbacks are now expected. 


White House officials said that 
President George Bush is plan- 
ning smallpox vaccinations 
for 500,000 troops and 
510,000 civilian health work- 
ers within a week. Vaccina- 
tions for the rest of America 
could follow in the new year 
if the risk of a terrorist attack 
using smallpox is deemed 
high enough. 


Mr Bush signed two anti-ter- 
rorist bills into law; the first 
created the new Department 
of Homeland Security; the 
second made the government 
the insurer of last resort in the 
event of another large attack. 
Mr Bush claimed that it would 
be a big boost for the econ- 
omy. The president also ap- 
pointed Henry Kissinger to 
lead an independent commis- 
sion to investigate the attacks 
on September 11th. Critics 
wondered whether the former 
secretary of state would be in- 
dependent enough. 


Dockers and shippers at ports 
on America's west coast fi- 
nally reached a deal. New 
technology will be intro- 
duced, but the dockers will be 
in control of it-and they get a 
pay rise 


NATO expands eastwards 





At a summit of the leaders of 
NATO’s 19 countries in 
Prague, seven countries from 
Eastern Europe were invited to 
start negotiations to join the 
alliance, with a view to be- 
coming members in 2004: Bul- 
garia, Estonia, Latvia, 
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Lithuania, Romania, Slovakia 
and Slovenia. Leaders of the 
existing members approved 
the idea of anew NATO reac- 
tion force and promised “effec- 
tive action” to deal with Iraq. 





Austria’s mainstream conser- 
vatives, the People’s Party, led 
by the incumbent chancellor, 
Wolfgang Schiissel, won first 
place in a general election for 
the first time in 36 years, gain- 
ing 42% of votes cast, while its 
partner in the previous co- 
alition, Jörg Haider's far-right 
Freedom Party, slumped from 
27% at the last election to 10% 
this time. The Social Demo- 
crats’ tally rose from 33% to 
37%. It was unclear what gov- 
ernment coalition would 
emerge. 


A French autumn of discon- 
tent loomed, as French lorry- 
drivers went on strike for 
more pay, as usual blocking 
the roads; an array of other 
public-sector workers took to 
the streets and threatened to 
strike too. 


A proposal put to referendum 
in Switzerland to curb illegal 
immigration more strictly was 
rejected by a whisker—pro- 
vided that a recount in one 
canton does not tip the 
balance. 


Tigers talk 

The leader of Sri Lanka’s 
Tamil Tigers, Velupillai Prab- 
hakaran, confirmed that he 
was prepared to abandon his 
demand for a separate state 
for Tamils and settle for re- 
gional self-rule. Talks between 
the Tigers and the Sri Lankan 
government are continuing, 
brokered by Norway. 


A report in the New York 
Times quoted American intel- 
ligence source claims that Pak- 





istan has helped North Korea 
with its nuclear-weapons pro- 
gramme in return for missile 
technology. Pakistan's new ci- 
vilian government denied the 
report. 


Australia, normally a grains 
exporter, started importing 
wheat and corn to meet a 
shortage resulting from a 
widespread drought. 


Twenty people died in attacks 
in Indian-run Kashmir, two 
of them on Hindu temples. In- 
dia blamed Pakistan-trained 
militants. 


Eurico Guterres, leader of the 
pro-Indonesian militias that 
ravaged East Timor in 1999, 
was convicted in an Indone- 
sian court of crimes against 
humanity. 


Ecuador's new boss 





Lucio Gutierrez, a retired army 
colonel, became Ecuador's 
new president after winning a 
run-off election with Indian 
and union support. Con- 
founding his political allies, 
Mr Gutierrez immediately 
said that he would seek a new 
loan from the IMF. 


Election authorities in Ven- 
ezuela agreed to hold a non- 
binding referendum in Febru- 
ary on whether the flailing 
populist president, Hugo Cha- 
vez, should resign. The ref- 
erendum had been demanded 
by the opposition, which had 
collected 2m signatures de- 
manding the vote. 


Haiti was shaken by big de- 
monstrations against the re- 
gime of President 
Jean-Bertrand Aristide, to 
which the government re- 
sponded with counter-de- 
monstrations by its own 
supporters. 
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Business 


GlaxoSmithKline’s share- 
holders reacted with undis- 
guised hostility to a planned 
.pay package for Jean-Pierre 
- Garnier, the drug company's 


-chief executive. GSK was 
-. forced to back away from a 


deal worth up to $18m, accord- 
ing to the company, or $27m 
according to outsiders. 


Disgruntled shareholders won 
another victory at Cable & 
Wireless. Two years of bad in- 
vestments and a plunging 
share price moved investors to 
demand a management 
shake-up. The first victim: Da- 
vid Nash, chairman-in-wait- 
ing. The main target now: 
. Graham Wallace, chief execu- 
- tive (for the moment). 


Mechanics at United Airlines 
rejected a pay cut that manag- 
ers had proposed as part of a 

. recovery plan. Pilots and flight 
.. attendants had earlier ac- 
cepted pay cuts. The airline 
now looks unlikely to secure a 
government guarantee for fur- 


—^ therloans; so it will almost 


. certainly go into Chapter 11 
.. bankruptcy instead. 


= US Airways attempted to se- 
cure a federal-loan guarantee 
that will allow it to emerge 
from Chapter 11 next year. It 
williay off some 7*6 of its 
workforce—around 2,500 em- 
ployees-to save $400m a 
year. 


Energising Europe 

France has agreed to liberal- 
ised energy markets. An EU- 
wide agreement will allow all 
retail customers to choose 
their supplier by 2007 (busi- 
nesses will have that opportu- 
nity by 2004). France had led 
opposition to liberalisation; it 
may still seek to protect the in- 
'terests of its national cham- 
pion, Electricité de France. 


Eni offered €2.5 billion ($2.5 
billion) for the 56% that it does 
not already own of Italgas, It- 
aly’s largest gas distributor, to 
take advantage of liberalisa- 
tion. Italgas has interests in 
Portugal and Eastern Europe; 
its shares jumped. 


Pressure from government 
and trade unions forced Fiat 
Auto to scale back plans for 
huge lay-offs. The government 
may demand more conces- 
sions from the ailing car firm, 
at a time when what it really 
needs is drastic restructuring. 


In the money 

Vivendi Universal revealed 
losses in the third quarter had 
widened compared with a year 
ago, to €1.2 billion ($1.2 billion) 
but it insisted that its recent 
cash crisis was over after asset 
sales—most recently half its 
stake in Vivendi Environne- 
ment—and fresh refinancing 
agreements. Vivendi is set for a 
battle with Vodafone for con- 
trol of Cegetel, a cash-generat- 
ing French telecoms firm. 


The French government is to 
inject €9 billion ($9 billion) 
into France Telecom. The 


move is designed to reduce 


the group's indebtedness as 
the government prepares to 
transfer its 54.5% stake to a sep- 
arate publicly owned body. 


WorldCom settled a case 
brought by the sEC, which 
had accused it of inflating pro- 
fits by $9 billion. It promised 
not to do it again, to submit to 
independent scrutiny and to 
give some staff re-education in 
corporate good behaviour. 
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Bertelsmann, the German 
media giant, decided ona 
price of $2.7 billion for Zomba, 
the world’s biggest indepen- 
dent music firm. Zomba’s 
owner exercised an option to 
sell in June. 


Taking the credit 

The French government ar- 
ranged a quick-fire auction of 
its 10.9% stake in Crédit Lyon- 
nais after Crédit Agricole re- 
fused to pay what the 
government wanted. BNP Pari- 
bas paid a hefty €2.2 billion 
($2.2 billion) for the stake, at 
an unusually rapid weekend 
auction. Crédit Lyonnais's 
shares soared on the prospect 
of a bidding war to win con- 
trol of the bank. 


Credit Suisse, 1NG of the 
Netherlands and Spain's larg- 
est bank, Santander Central 
Hispano, all announced mea- 
sures to raise cash in an at- 
tempt to shore up their 
dwindling capital bases. 


Manufacturing freedom 
America strengthened its free- 
trade credentials, by calling 
for all tariffs on manufactured 
goods to be abolished by 2015 
and deep liberalisation of 
trade in service industries. The 
bold measure is likely to meet 
opposition from high-tariff de- 
veloping countries. 
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to tackle bad debts: cost- 


The world this week | 











































America’s economy ap- 
peared to be on the mend. 
Third-quarter Gp? growth 
was revised sharply upward 
from 3.1% at an annual rate, to. 
476. However, evidence sug- 
gests that heavy government 
spending and zero-interest car. 
sales had made a strong but- 
unsustainable contribution. — 


The prospect of governr 
intervention forced Jap 
largest banks to unveil pl 


ting, loan write-offs, can- 
celled dividends and 
reduced pension payouts. 
This may not be enough to 
satisfy the finance ministry 
which is set to publish its. 
own plan to counter the pr 
blem, backed by the three at 
nationalisation. 





Other economic dat; and nei 
can be found on pages 92-9. 
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intel.com/apac/business 


Did we break a barrier? 
Or did we break new ground? 





Intel invests billions of dollars annually, resulting in remarkable technological achievements. 


Actually, we did both. And this time 
unprecedented processor speed is just the 
beginning. Intel's Hyper-Threading Technology 
takes the processor beyond gigahertz - 
increasing responsiveness while running 
multiple applications. Because more efficient 
multitasking means a more productive 
end-user. It's just another way Intel delivers 
Return On Innovation. 

Introducing the Intel’ Pentium 4 


Processor with HT Technology 
3.06 GHz. 





90k for systems with the Intel Pentium 4 Processor with HT Techno v hie. pig rem vendor has verified utilize stip nh mg Technology. 
tformance will vary depending on the specific hardware and software use. See www.intel.com/Info/hyperthreading for 
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Preparing for terror 


How scared should you be? 


OBODY can accuse George 

Bush of a want of energy in 
his response to the challenge of 
September 11th. Over the past 14 
months, he has shown himself 
willing to change the map of the 
world, if that is what it takes to 
keep Americans safe. He top- 
pled the regime that gave al-Qaeda its Afghan sanctuary. He is 
poised to remove Saddam Hussein if Iraq does not convinc- 
ingly renounce weapons of mass destruction. He has rewrit- 
ten America’s security doctrine around the notion of pre-emp- 
tion, so that he can “confront the worst threats before they 
emerge”. And this week Mr Bush signed a bill that creates a 
new Department of Homeland Security, heralding a vast fed- 
eral reorganisation. 

Given this activism abroad and (apparent) radicalism at 
home, you may be tempted to feel more relaxed about the 
danger of terrorism. Don’t be. America and its allies have 
notched up some successes against those who planned the 
felling of the twin towers. But “forward defence”—striking al- 
Qaeda and its offshoots in distant lands, closing down its for- 
eign sanctuaries, intimidating its sponsors and lopping off its 
paymasters—can be only one part of this prolonged war. The 
other consists of preparing the home front for the fresh terro- 
rist blows that many intelligence services now say are not 
merely inevitable but imminent. October's atrocity in Bali, 
plus strong evidence this month that Mr bin Laden is still alive, 
promising now to add Australia, Canada, Italy, France, Ger- 
many, Russia and Britain to his list of targets, underlines the 
need to harden defences at home- ie, at all those homes. 





Still wide open to attack 
No American, though, should derive great comfort from the 
new Department of Homeland Security. It is to be created for 
the most part by a grand reshuffle of existing departments and 
agencies. This means that hoped-for gains in efficiency will be 
offset by the energy-consuming and attention-distracting 
losses that large federal upheavals entail. And some of the 
agencies—notably the cra and rBi—whose failures contrib- 
uted to the success of the attacks of September 11th, are not 
touched at all. At some point, alien as this is to its liberal politi- 
cal culture, the United States will have to consider creating a 
domestic intelligence agency on the lines of Britain's M15. 
However, the main reason not to be reassured by the new 
department has little to do with the merits of its organisational 
chart, or with the things it leaves out. It is simply the formida- 
ble magnitude of the terrorist threat that seems now to loom 
over all free, open and complex democracies. Tom Ridge, the 
new department's boss, is creditably honest about this. He ac- 
knowledges that diverse and mobile societies, where people 
congregate in large numbers in public spaces, linked by vul- 
nerable production systems and supply chains to the essen- 
tials of life, are exquisitely vulnerable to catastrophic attacks. 
The home front is never going to be glamorous. Yet it entails 
risks and trade-offs no less delicate than in farther-flung wars. 


The Economist N 


If the puzzle abroad is how America and its allies can strike at 
the terrorists in a way that avoids turning new hearts, minds 
and governments needlessly against them, the puzzle at home 
is how rich and open societies should brace against terrorism 
without at the same time inflicting needless damage on their 
ability to remain rich and open. 

Understandably, much of the commentary since the felling 
of the twin towers has focused on whether the balance be- 
tween public safety and civil liberty needs to be recalibrated; 
and, if so, where the new balance should be set. But this is only 
a sub-set of a broader question, which is how lethal, and how 
new, the danger from so-called “super-terrorism” really is. Itis, 
quite simply, impossible to know for certain. 


How big a change? 

In Europe especially, one response is to advocate a robust fa- 
talism. America, on this view, is over-reacting: the September 
11th attack was different in scale but not in kind from earlier 
episodes of terrorism. For all the trauma, the 3,000 deaths on 
September 11th did not exceed the fatalities in 30 years of Brit- 
ish “troubles” in Northern Ireland and were tiny compared 
with the toll from crime, disease, natural disaster and the rest. 
Does this really justify reordering a society’s priorities? 

The case for thinking it does is that al-Qaeda’s terrorism is 
different in kind from the sort practised by traditional terro- 
rists. Well before September 11th, expert opinion started to 
worry that terrorists would turn to chemical, biological, radio- 
logical or nuclear weapons, and so threaten millions of vic- 
tims, not just hundreds or thousands. In the late 1990s a suc- 
cession of warnings were sounded that this would soon 
become America's chief security threat. The warnings were ig- 
nored, not only because the cost of fending off such threats 
looked prohibitive, but also because of a lingering calculation 
that even terrorists were rational, deterrable political actors, 
with a strong interest in keeping their violent actions within 
some limits if they were to achieve their political ends. 

Everything that is known now about al-Qaeda indicates 
that it does not fit this template. Its aims are mystical, not ratio- 
nal. It does its violence in the name of Allah and so accepts no 
worldly obligation to moderate it. It is rich, and it is capable. 
Mr bin Laden and his men have made it plain that they are out 
to inflict maximum punishment on the infidel nations, and 
that they want unconventional weapons. 

It is surely right, given the emergence of such a threat, to 
turn previous assumptions about terrorism and public safety 
upside down. Measures that seemed prohibitively expensive 
in the late 1990s now look merely prudent. No country that 
considers itself a target can escape the need to make sure that 
its hospitals are geared up to identify a biological attack (see 
pages 20-24), or that it knows how to clean up after a radiologi- 
cal one. America now takes this for granted. In Europe, which 
has yet to suffer a large-scale al-Qaeda attack, governments 
risk being made complacent by their long experience of what 
was a different sort of terror. 

Thanks to the nationwide trauma of the twin towers, but 


also to the more open nature of their politics, Americans have » 


- 
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what changes, if any, the government has made to its defence 

a plans. Americans are caught in a blizzard of hard-to-evaluate 

warnings; Britons, having received virtually none, are victims 
of an old culture that says Whitehall knows best. 

But Whitehall cannot know best. Secrecy and centralisa- 

. . "tion are useful watchwords in a conventional war. In this 

 — shadowy new one, itis citizens who are going to have to calcu- 


















` Enron a year on 


Investor self-protection 


YEAR has passed since the 
.dramatic implosion of En- 
ron, once America's seventh- 
biggest company. A swashbuck- 
ling, self-proclaimed disciple of 
* the "new economy”, the Texan 
energy-trading giant had set it- 
à self the brash goal of becoming 
w ord's biggest company. deren in December last dad it 
























ts of whom i had es Enron ales adie 
: Worse, Enron was followed by a seemingly unstoppable 
surge of revelations about corporate sleaze and audit fraud 
-that engulfed WorldCom, Global Crossing, Tyco, Adelphia and 
- others—and even put out of business one of the world's oldest 
. accounting firms, Arthur Andersen (see pages 61-63). The drip- 
feed effect has been devastating for investors’ confidence, 
helping to prolong the longest and deepest bear market since 


 omy: Enronitis has been a big contributor to the past year's 
< economic ills in America and the rest of the world. 
. Notsurprisingly, people now crave reassurance that every- 
"thing possible has been done to punish corporate wrongdoers 
and to stop any repetition. Politicians and regulators have 
fallen over themselves to provide it, even if surprisingly few 
_ prosecutions have actually been brought so far. In July Presi- 
- dent Bush, no less, promised to end the days of “cooking the 
_ books, shading the truth and breaking our laws." And Con- 
. gress passed a hastily written law, the Sarbanes-Oxley act. 
Has this been enough to make investors safer? There are 
two answers. One is that more should still be done, notably on 
implementation. The need is not for more laws and regula- 
- . tions. Indeed, the danger after Sarbanes-Oxley is that there 
-may be too many new rules not too few, increasing the risk 
that audit and corporate governance turn into meaningless 
$ box- -ticking exercises that afford investors no extra protection. 
Where further action is most wanted is in auditing. After 
: ilie Republican triumph in the congressional elections, the 
ush administration may consider that it can go more slowly 
corporate reform. Yet the new board set up by Sarbanes- 
Oxley to regulate auditors remains leaderless, after the res- 
ion of William Webster as its putative first chairman; so 











2i E runinthe quotidian decisions of life—whether to take the bus 


: ropeans haven not. In Britain, it it is next to BAR to decore ortube, say—and collectively, as they decide how much a soci- 


the second world war. And it has cast a shadow over the econ-- 


ities and Exchange Commission after the depar- 








yoth individually, as they decide what risks to | 


ety should be willing to sacrifice in order to secure itself 
against new dangers. Nobody should sow panic. But if the war 
against terrorism is going to last for years, governments need 
to mobilise their people. The way to do that is to treat them as 
adults and give them as much information as possible with- 
out compromising sources of intelligence—even if this does 
cause a few sleepless nights. si 


. The biggest lesson from Enron is that investors must look after themselves 


ture of Harvey Pitt. If it wants to regain confidence, the admin- 
istration must fill both jobs, with well-qualified heavy-hitters, 
as a matter of urgency. 

Accounting standards, too, need attention. Here the news is 
more encouraging. America’s Financial Accounting Standards 
Board, which for years insisted on sticking to its generally ac- 
cepted accounting principles (GAAP) system, has declared a 
willingness to converge towards international standards. That 
could bring closer a harmonisation of accounting practices 
around the world. With luck, it could also push American au- 


ditors in the direction of principles-based accounting rather 


than GAApP’s overly complex (and too easily bent) rules. 

The basic check, though, is corporate governance. Some of 
the Sarbanes-Oxley rules for bosses and directors may be too 
cumbersome or prescriptive: requiring chief executives and fi- 
nance officers to sign their accounts is good theatre, butitis not 
likely to help investors much. A more useful idea is a toughen- 
ing of checks and balances for bosses. Best of all, American 
companies should adopt the common European practice of 
separating the jobs of chairman and chief executive, entrench- 
ing a check at the heart of their corporate-governance systems. 


The joys of market discipline 

There is, however, a second answer to the question of 
whether investors are now any safer. Itis that they may be, but 
thanks to a more powerful force than any rules or regulations: 
the self-correcting discipline of the marketplace. Bosses will 
always be greedy, auditors will always be fallible, boards will 
always miss things; but the post-Enron climate has made these 
mistakes less likely, at least for now. Auditors are being more 
thorough, and audit fees are rising. Public outrage over bosses’ 
remuneration has led to change: General Electric is charging its 
ex-boss, Jack Welch, for benefits that it had agreed to give him 
free, and this week GlaxoSmithKline’s board dropped plans 
for a huge hike in its chief executive’s pay (see page 58). 

None of which is to suggest that investors can now rest 
easy. The bursting of the stockmarket bubble showed that 
their pursuit of safe, double-digit real returns was illusory; En- 
ronitis showed that there is no substitute for constant scrutiny 
and questioning. In the end, if investors are ready to suspend 
disbelief when confronted by companies with inflated num- 
bers and implausible business plans, no amount of regulation 
can save them. For prudent investors, the pue of the market- 
place hasto be eternal vigilance... == | 










Hong Kong 


The gadfly stands aside 


Hong Kong needs people with the annoying qualities of Martin Lee 


TAKES an unusual set of 
qualities to make yourself a 
monumental pain in the poste- 
rior to both the colonial British 
and the communist Chinese, 
and to keep on doing so for 
more than two decades. It takes 
moral and even a degree of 
physical courage, and a readiness to pass up the honours and 
rewards that others are happy to accept. It takes a dogged dedi- 
cation to detail, often pushing an audience well beyond the 
point of tedium. Most of all, though, it takes a belief bordering 
on naivety that laws matter and that promises ought to be 
kept, plus a Cassandra-ish notion that one must prepare for 
the worst while others hope for the best. Those, more or less, 
are the qualities that Martin Lee, Hong Kong's most prominent 
liberal politician, has brought to his long but not very success- 
ful struggle to secure democracy for his home territory. 

Mr Lee, a Hong Kong Qc whom officials there and in Beij- 
ing must often wish would stick to the commercial bar, is retir- 
ing on December 1st as leader of the party he founded. The 
Democratic Party wins more votes than any other group in 
Hong Kong's legislature, Legco, but because of the democracy- 
twisting rules that obtain there, whereby only 24 of the 60 
seats are filled by direct election, their chance to influence pol- 
icy is limited. Thirty of the seats are filled from within “func- 
tional constituencies", such as business groups and trade un- 





Britain's public finances 


The bill to come 


ions, a system bound to produce complaisance. The other six 
members are chosen by the same electoral college that, earlier 
this year, returned Tung Chee-hwa as Hong Kong's chief exec- 
utive for a second five-year term, unopposed. This rotten sys- 
tem is up for review, except that no one has yet explained 
when the review will be conducted, or how. The outcome, 
however, is notin much doubt: minimal change, if any. 

So perhaps it is with a degree of relief that Mr Lee is step- 
ping back from the front line. But he will remain a member of 
Legco and, he promises, will go on travelling the world to prot- 
est at the erosion of political rights in Hong Kong. His latest 
crusade is against the Hong Kong government's decision to en- 
act new legislation which will make it a crime to attempt to 
“subvert” the Chinese central government, which places new 
restrictions on the press, and which gives the Hong Kong gov- 
ernment the authority to ban political organisations (like the 
Falun Gong cult) on the say-so of the government in Beijing. 

Itis true that the Hong Kong government was under an ob- 
ligation to produce some form of anti-subversion law under 
the terms of Hong Kong's mini-constitution, the Basic Law. It is 
also plausibly argued that the government has tried hard to set 
as high a threshold as possible before the new laws apply. But 
the fact remains that the proposals mark a step in an unwel- 
come direction, and included some unexpected nasties. It is 
largely thanks to Mr Lee and his colleagues that there is any 
pressure at all on the Chinese and Hong Kong governments to 
modify them. Long may he continue to annoy. 8 


Gordon Brown's short-term deficit is fine, but his long-term plans look much more problematic 


INCE Gordon Brown took of- 
fice in 1997, he has always oc- 
cupied the fiscal high ground. 
Budget deficits were history. 
Surpluses became standard. 
This budgetary strength was a 
source of political confidence. 
B x Before last year's general elec- 
tion, it allowed the government to announce a massive three- 
year boost to public spending until spring 2004 intended to 
improve the public services; and yet to have sufficient cash in 
reserve not just to quell the fuel tax revolt but also to buy off 
disgruntled pensioners. 

But in this week's “pre-budget report"—a sort-of mini bud- 
get or early warning of the next-Mr Brown was on the defen- 
sive. For one thing, he had to deliver his speech in the midst of 
the most dangerous industrial unrest since Labour came to 
power. The firemen's strike imperils not just lives but-if it 
leads to public spending increases disappearing into pay pack- 
ets rather than generating improvements in services—the gov- 





ernment's entire strategy for its second term. 

At the same time, the chancellor now finds himself on 
dodgy fiscal ground. The surpluses have vanished and the 
swing to deficit is much bigger than was planned in the April 
budget. The Treasury now forecasts borrowing of £20 billion 
($31 billion) in the financial year ending March 2003 and £24 
billion in 2003-04, up from its budget forecasts of £11 billion 
and £13 billion. 

The chancellor was ready with his excuses. He blamed—as 
chancellors in trouble tend to—the world economy. But he was 
making no apologies for resorting to borrowing. He argued 
that the ability to increase borrowing when the economy hits 
a rough patch was a tribute to the robustness of the fiscal 
framework he has established. Unlike beleaguered euro-area 
finance ministers who are subject to the rigid constraints of 
the stability pact, Mr Brown’s fiscal rules take account of the 
state of the economic cycle, so that he can borrow more freely 
when the economy is weak. By doing so, he helps boost de- 
mand-one reason why Britain has fared better in the global 
slowdown than has the euro area. 
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-the lowest ratio of debt to pP among the G7 club of rich in- 

. dustrialised countries. And Mr Brown can borrow freely now 

and still meet his own rule of borrowing only to invest over 

- the cycle, precisely because of past surpluses. Even for those 

who are inclined to panic, it would be the wrong response. 

| With the world recovery faltering, the last thing the British 
«e. economy needs next year is for fiscal policy to be tightened. 


| Don'tbankona blip 
_ But if Mr Brown's plans look fine in the short term, the long 
^5 v term is a different matter. The scale of the deterioration in the 
“public finances suggests that the shortfall is more structural 
- than cyclical. What seems to have happened is that tax reve- 
<- nues were temporarily swollen in the late 1990s by a boom in 
both the profits of the financial-services industry and the 
~ number of rich people. The Treasury built those higher reve- 
-nues into its forecasts, but they have turned out to be a blip, 











about quee" deficits this year rand next. The ba government has. ^. Any cha 


of« error in forecasting Sa dst a year ahead is io obil- 

lion. But what has made the mistake more serious for Mr 
Brown is that he has made such firm and extensive spending 
commitments. In July, he rolled forward his three-year expen- 
diture plans to 2005-06, announcing a further huge increase of 
over £60 billion in departmental budgets; for the NHs his com- 
mitments stretch out to 2007-08. Here, there was no miscalcu- 
lation atall from a political perspective: Mr Brown wants a big- 
ger state to deliver better public services. 

Such sharp growth in spending would be a bad idea at the 
best of times. Rather than increasing government outlays on 
public services quite so fast, Mr Brown should be thinking 
about how to bring more private money in. And these are not 
the best of times. The inevitable consequence of Mr Brown's 
determination to stick to his spending plans, combined with 
disappointing tax revenues, will be a rise in taxes—and a nasty 
feeling that Britain has been down this road before. m 

































'he state and the arts 


Patrimony and privatisation 


RIVATISATION is a dirty 
å word for those in charge of 
“a Europe's cultural institutions. 
24 Earlier this year the then French 
minister of culture, Catherine 
Tasca, and Henri Loyrette, head 
of the Louvre, engaged in a spat 
a in the pages of Le Monde over 
..the management of France's biggest museum. It culminated in 
Ms Tasca accusing Mr Loyrette of demanding ever more au- 
tonomy from the state and of even flirting with, shock horror, 
the idea of privatising the Louvre. 

. Plans by the Italian government to privatise part of the 
country's cultural heritage have caused even more indigna- 
tion among the great and the good. Silvio Berlusconi and his 
ministers are accused of being little better than the Taliban 
when they destroyed priceless buddhas. The government is 
plotting to sell the Colosseum, it was claimed, which might be 
| used to stage a sequel to “Gladiator”. Italy, the critics averred, 
-wasin danger of becoming a Disneyland of western culture. 

-. In an ideal world for cultural purists, a country’s heritage 
- -should be untouched by commercial considerations (ie, the 
'.. demands of the public). Museums would have lots of public 
-.. money, sufficient space to expose most of their treasures and 
— enough staff to look after them. Museum managers could fo- 
- cus solely on complementing collections by new acquisitions 
and on hiring the most expert curators. All of this would be 
- generously financed by taxpayers-and nobody would need 
..toaskthem what they thought or wanted. 

-.  Inreality, Europe's cultural institutions are being belatedly 
_ forced to swallow their pride and think about such vulgar con- 
cepts as profits and customers. Many are in dire financial 
- straits, as cash-strapped governments cut subsidies. The Lou- 
vre, once fully funded by the state, today gets only 70% of its 
< $110m annual budget. This: 





year Mr Loyrette has had to cut his 


Europe's cultural chieftains must overcome their fear of the private sector 


conservation budget by a quarter, cancel exhibitions and shut 
26% of his galleries due to a lack of staff. The Uffizi in Florence 
is so broke it cannot pay its electricity bill. 

European museums have managed pitifully badly when it E 
comes to finding alternative sources of cash. Their shops are © 
often poorly stocked, their fund-raising teams small and inex- 
perienced. Most still shy away from naming parts of their 
buildings after generous benefactors. And state interference 
remains heavy-handed. Although Jean-Jacques Aillagon, 
France's new culture minister, has come out in favour of a plan 
for more independence for national museums, he insisted that 
this was not about privatisation, but responsibility. 

Italy’s government has come up with a bold plan to ease 
the cultural establishments’ cash crisis by setting up a new 
state agency to manage and market Italy’s cultural treasures 
(see page 59). Patrimonio dello Stato will not privatise muse- 
ums or sell important archaeological sites. It will, however, let 
private companies manage the daily operations of museums 
for a limited period, securitise the entrance fees for certain cul- 
tural sites (without allowing majority ownership) and sell rel- 
atively minor landmarks. “The Italian state simply doesn’t 
have sufficient resources to manage its cultural patrimony,” 
says Giuliano Urbani, the minister for culture. 

All European governments will eventually have to follow 
suit, by entering into some form of partnership with the priv- 
ate sector to run their museums. Regulated and supervised 
properly, this might even raise standards, for instance by im- 
proving educational activities or the use of audio-visual tech- 
nology. Most of America’s cultural institutions are privately 
run and get little cash from, or interference by, the federal gov- 
ernment. Despite (or because of) this, they still manage to be 
among the best in the world. European museums should not 
be shy to seek freedom of their own. It will be Europe’s loss if 
its hallowed museum halls remain partly shut and — run, 


all because they areunabletoletgo of their nanny. w . 
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. Feeling deflated 


SIR - Government subsidies 
| X andan interest rate of zero 
«that keep inefficient firms 
- afloat are cited as part of the 
- reason for Japan's debt-defla- 
v ton ("Comparing symptoms", 
November 9th). In theory, 

- American firms are under 
: greater market discipline. In 
= reality, airlines, agriculture 
. andsteelare subsidised; low 
- interest rates are keeping 
.. America's car industry alive; 
and generous Chapter 11 
bankruptcy protection en- 
‘sures continued overcapacity 
intrand telecoms. Compa- 
nies need to give consumers 
time to regain their appetite. 
Forcing consumers to gorge on 
OW prices and special deals 
uts off the restructuring that 
‘many firms need. Rather than 
stimulating demand, this may 
contribute to the deflationary 
danger. 
Moreover, Wall Street’s — 
anks may be less exposed to 
bad debt than Japan's banks 
ut many big names are carry- 
ng huge derivatives expo- - 
‘sures. A further drop in 


































































in consumer spending could 


fects in the financial markets. 
“ADAM HAMDY 
Willoughbridge, Shropshire 


SIR - As someone who will 
Soon retire to live on a fixed in- 
— come, deflation sounds de- 

- lightful to me. 

<<. HILARY BARNES 

-< Sonzay, France 


.. Gunlaw 


/. SIR - Your article about water 
politics and the legal muddle 
-- through which the Pecos river 

- is now flowing fails to note 

- improvements in the adminis- 
tration of justice in that region 
^: since the frontier days of the 
-early 20th century~albeit at 
“the loss of local colour (“A 

= lawsuit runs through it", No- 
-vember 16th). Judge Roy Bean, 
“known as “the law west of the 
Pecos”, came up with a fam- 

- ous definition after a defence 
‘lawyer challenged the court's 
„jurisdiction. Bean, who al- 

. Ways wore two sidearms _ 





"when he sat on the Bentl. $ 

took both pistols out of their | 
holsters and emphatically 

. placed them on his desk. “Is 


confidence coupled with a dip 


having damaging knock-on ef- 


that enough jurisdiction for 
you, counsellor?” he asked. 
HARVEY LEVE 

Bali, Indonesia 


Remodelling Cyprus 


SIR ~ You repeat the UN's 
claim that its draft agreement 
for Cyprus is based on the 


Swiss model (“Hold your 
breath", November 16th). As a 


native of Switzerland, I can at- 
test that itis not made up of 
two separate entities, each 


-with its own government, lan- - 
guage, citizenship, police and 


courtsystem. — 
As a resident of Bosnia & 


. Hercegovina, I am aware that 


such a system cannot work 
without a central authority 


holding it together. It is only 
now, seven years after the 


signing of the Dayton agree- 
ment, that the central state is 
beginning to function, thanks 
mostly to the robust interven- 
tionism of the international 
"high representative". That no 


. such office is foreseen under 
. the Cyprus plan bodes ill for 


the intricate special regimes 
that are proposed to settle 


property disputes, the return 
of displaced people and simi- 


lar thorny issues. 

The most disturbing provi- 
sion will let the component 
states—now mostly “ethnically 
pure"—restrict residence of cit- 
izens of the other entity to 1% 
in the first year, rising by 3% in 
every subsequent three-year 
period. Surely the people of 
Cyprus deserve a more work- 
able solution? 

T.K. VOGEL 
Sarajevo 


A welcome for Turkey 


SIR - Statements such as the 
ones made by Valéry Giscard 
d'Estaing and Elmar Brok 
against full zu membership 
for Turkey reveal a short- 


sighted view of Europe (Char-. 


lemagne, November 16th). 


European identity must not be : D 
based on ethnic or religious el- 
, qJemnents, buton universal val- 





.. ues such as democracy, | 
- human rights, civil liberties, 


pluralism, rule of law and a 
market economy. Turkey is en- 
titled to be treated as any 
other candidate country was 
in the past. The historical 
opportunity for an Islamic 
society to become truly open 
should not be missed given 
the extraordinary effect the ex- 
ample could have on the rest 
of the Islamic world. 

ALEJO VIDAL-QUADRAS, MEP 
Vice-president of the European 
Parliament 

Madrid 


Close the family business 


SIR - As a shareholder with a 
vested interest in the fran- 
chise, [find your recommend- 
ations for reforming the 
House of Windsor fascinating 
(“Rebrand or bust", November 
16th). However, the parlous 
state of the business and lack 
of any meaningful analysis on 
its profitability leads to one 
conclusion: the rot goes so 
deep that only à members' vo- 
luntary winding-up would 
make economic sense. 

The brands could be sold 
off for a peppercorn to media 
moguls willing to cover the ex- 
pense of repackaging. The 
fixed assets could be used in 
the relaunch of a leaner more 
profitable outfit with a chief 
executive who would be sub- 
ject to quadrennial re-election 
and a two-term limit. This 
would return Britain to its core 
business and give the family 
partnership freedom to de- 
velop its brands in the enter- 
tainment industry, where it 
belongs. 

PAUL TURNER 
Hong Kong 


Leading by example 


SIR - Must you trot out tired 
old stories about crazy San 
Francisco to make fun of 
Nancy Pelosi, the new House 
minority leader (Lexington, 
November 16th)? Here is the 


story you should tell. The San 
. Francisco Bay Area has the 

most educated population in 
"America; itis home to three. 
world-class research universi- _ 


| ties (Stanford, and the Univer- 


sity of California at San 
Francisco and Berkeley) that 
launched Silicon Valley, the 
biotechnology industry and 
the atomic bomb. It boasts the 
most ethnically diverse popu- 
lation in America, with the 
least residential segregation. 
Trent Lott's Mississippi is near 
the bottom in education with 
no major research facility and 
has along history of racism. 
Which, do you think, should 
be the future of America? 
BARBARA KAUTZ 

Tiburon, California 


Who pushed Bush? 


SIR - You report that Colin 
Powell successfully convinced 
George Bush to shift his policy 
on Iraq from a unilateral to a 
multilateral approach ("The 
quiet man's moment”, No- 
vember 16th). Nothing could 
be farther from the truth. Mr 
Bush, Dick Cheney, Donald 
Rumsfeld and Condoleezza 
Rice spoke of nothing but uni- 
lateralism until polls began to 
show that most Americans fa- 
voured action within a co- 
alition. The elections, rather 
than reason and logic, influ- 
enced policy. And Karl Rove— 
not Mr Poweli—deserves 
credit for the change of heart. 
DANIEL SMITH 

San Jose, California 


SIR - Mr Powell got his way 
with Mr Bush's Iraq policy but 
there was another statesman 
with similar influence: Tony 
Blair. 

BERNARD DEL BELLO 

Garden City, New York 


e-mail 


SIR - Can we safely assume 
that you are prepared to add 
an "e" to your "By George!" 
cover in two years' time (No- 
vember oth)? 


EDGAR EDWARDS 
Austin, Texas 9 
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Ad ry Deane for 
| . Work and Pensions 








: Chief Economist — Pensions 


The Department for Work and Pensions plays a central role in planning and delivering 
the government's social welfare policies. The Department employs 125,000 people 
and administers benefit and pensions spending of £100 billion a year. 

With the future of retirement provision under ever-increasing public scrutiny, the role 
of Chief Economist — Pensions is undoubtedly demanding and high-profile. A major 
Green Paper on pensions policy will be published shortly. We are looking for someone 
capable of providing the intellectual insight and thought leadership that are essential 
to the continuing development of strategy and policy. This is a unique opportunity to 
make a major contribution to the evolution of a key area of public policy. Able to 
command respect at the highest level with both interna! and external audiences, you 
will be an acknowledged expert in your field who is keen to push the boundaries of 
debate with innovative and creative thinking. You also will be able to grasp quickly the 
implications and significance of evidence from a wide variety of sources, placing it 
within a wider strategic and political context. 

-...Since April of this year we have restructured the Department to ensure that our 
B economists and analysts are working more closely than ever with other policy 
>. developers and are looking to build on this integrated culture. You will promote the 
process of integration, whilst at the same time ensuring we maintain the very highest 
professional standards. At one level, this will mean taking the lead in the analytical 
development process, whilst at another it will involve the retention and recruitment of 
the very best staff and inspiring and motivating your expert teams. 

A professionally-qualified economist, you will have produced high-quality microeconomic 
-. analysis in areas such as the labour market, social policy, fiscal policy or consumer behaviour. 










Oftel is the regulator for the UK telecommunications industry. Rapid changes. 
deregulation and enormous technological advances have led to increased 
competition in the market. The government has therefore increased its 
powers under the Competition Act 1998 to ensure that competition is fair, to 
the ultimate benefit of the customer. Recently. the government has published 
a Communications Bill, under which Oftel is to be combined with other 
communications regulators to create OFCOM. 





We are seeking to expand the range of skills and experience in our new 
economic and financial analysis team. This role provides an opportunity to 
work at the leading edge of regulatory practice in a constantly evolving 
environment. You will contribute to Oftel's competition investigations. dispute 
resolution and market reviews through the development of new financial and 
economic models or the adaptation and interpretation of the existing models 
available to Oftel. These include engineering-based models of costs, models 
of economic pricing and revenue and cost forecasting. You will also be able to 
contribute in other ways to our casework. by economic. financial or other 
numerical analysis, or through economic analysis of markets and behaviour. 








he Economist November 3oth 2002 


ape the future of pensions — 




























Denna 


c£80,000 + attractive benefits * London - 


This is not, however, a role for someone with a purely academic or theoreticalinterest, —. 
as we are also looking for pragmatism, sound practical judgement and a proven track 
record in leadership and management. It is possible that you are working in-another | 
area of government, or have pursued a commercial career within pensions or the. 

wider financial services sector. It is essential that you have the gravitas, credibility and - 
political awareness to work closely with Ministers and key figures in both the publi : 
and private sectors, ; 
if you are attracted by the scope and potential of this senior role, plea: 
send your CV and current salary details to our retained consultants Felici 
Exton or Jim Hess at Penna Executive Search, Hereditable House, 28- 
Dover Street, London W15 4NA, quoting reference DWP/CE. Alternativ ly, 
you may e-mail them at dwpce@e-penna.com Tel: 020 7647 2888, 
DWP offers a range of benefits including access to an excellent choice of final salary 
and stakeholder pension schemes, giving you the flexibility to choose: the iran in 
suits you best. 


The position is offered as permanent or a 3-year fixed-term contract wth the posi 
of extension or permanency. 
The Department for Work and Pensions is an equal opportunities employer a 
ee eun peat in its workforce, dm i fecu its om. it = of 











London, £40, 000-£46 000 1 Ref: 112 


You will have at least one degree in a numerate discipline, preferably at posts 
graduate level. You will have expert skills for complex modelling tasks and at 5 
least three to five years’ experience in such work, possibly in a large consulting 
firm. You will also possess excellent communication and interpersonal skills and 
an ability to deliver complex analysis effectively to non-specialists. Thejob. = 5 
requires a focus on delivering high-quality analysis to demanding deadlines and Ves 
a desire to work productively and co-operatively in multi-disciplinary teams. - 

While direct experience of the telecoms sector is preferred, it is not essential. 








This appointment is on a permanent basis. A higher salary may be available to 
an exceptional candidate. Benefits include a pension scheme, 30 days' annual 
leave and subsidised restaurant and gym. Further details and an application 
form {to be returned by 19th December) are available on our website 
www.oftel.gov.uk/about/careers/index.htm. Alternatively, write to: 

Sarah Mackness, Oftel, 50 Ludgate Hill London ECAM 7JJ; or email 
recruitment@oftel gov.uk; or telephone 020 7634 5334. 

Please quote the ref:1126. ( P 


Oftel is an equal opportunity employer. 


ISTEP RN PER 
































EUROPEAN CENTRAL BANK 
The European Central Bank (ECB), established in Frankfurt am Main on 1 June 
1998, is seeking to fill vacancies detailed below in the Money and Banking Statis- 
tcs Division of the Directorate General Statistics. 

~The ECB has its own terms and conditions of employment, including a competitive 
salary structure, retirement plan, healtli insurance and relocation benefits. 


RESEARCH ANALYSTS 
(Ref: ECB/142/02/1/ECO) 


; The Directorate General Statistics is seeking highly qualified Research Analysts 
to fill two positions in, respectively, the Conceptual Issues and Development of 
Statistics (CIDS) Unit and the Monetary Statisties/Institutions (MS/I) Unit of 
the Money. and Banking. Statistics Division. The Division is responsible for the 
definition of concepts relating to money and banking statistics and the subsequent 
receipt, production, analysis and dissemination of such statistics, primarily. for the 
euro atea, Within the Division, the CIDS Unit is responsible. for maintaining a 
relevant, accurate, consistent and effective conceptual framework for high-quality 
money and banking and financial markets statistics. The MS/I Unit focuses on the . 
derivation of high-quality statistical information (including the methods for pro- 
duction and analyses) relating to monetary aggregates and counterparts, minimum ~ 
reserves, MFI balance sheets and population, OFI balance sheets and population, 
and banking structures. 


















The successful candidates' key tasks will involve: 

* contributing to identifying and resolving statistical conceptual and compilation 
issues; 

collaborating in the management of a number of databases, in particular with 
respect to tasks such as receipt of raw data, quality control, data transmission 
to and from national central. banks and external data providers, production of 
tables and charts; 

„provision of technical support to other members of the unit in terms of prepa- 
ration of tables, charts and other research material; 

-supporting the preparation of briefing material for the members of the 
:xecutive Board and the Governing Council of the ECB, and for meetings of 
ue and iriternational fora. 















tions, as dne as UNIX operating systems. if If needed, the eeeh a will a 
be given intensive IT training. The positions require teamwork within the Division- 
and NH oiber: areas sof the ECB, ae close SE eT at the technical level with 






























"University mue in statistics, economics, finance or related discipline or 
proven ability to perform the tasks commensurate with such a formal academic 
>o qualification. 
<e Ability to manage statistical databases, data consistency checks and bulk dita 
^ oo transmission on a day-to-day basis. 
::* Sound knowledge of database management and programming as well as 
fluency with MS Office applications (e.g. Access and Excel). Experience with 
7 UUNIX operating systems and FAME software is highly desirable. 

< Familiarity with European and international statistical standards would be an 
00s Beet, 
ite Ability to work co-operatively under time pressure in a highly motivated team 

in an international environment, 

* Good command of English. A working knowledge of at least one other official 
Community language is required, 


* L4 


|. Applications should be submitted in English and include a covering letter, curricu- 
‘| Ium vitae and a recent photograph together with references confirming the required 
(d experience and skills. They should be addressed, quoting the reference number, 
7:to'the European Central Bank, Recruitment and Staff Development Division, 
~ Postfach 16 03 19, 60066 Frankfurt am Main, Germany and should reach the 
= BCB no later than 18 December 2002. 


.. Candidates must be nationals of a Member State of the European Union or of one 
of the following EU accession countries: Cyprus, the Czech Republic, Estonia, 
Hungary, Latvia, Lithuania, Malta, Poland, Slovenia, Slovakia. - 

Applications will be. treated i in the. strictest confidence and will not be returned. 
"This vacancy has also: been. posted on the ECB's website at www.ecb.int. To meet 
the ‘Sealine, : a | copy may be sent by fax to +49 69/1344 7979 or by e-mail to 
: bint However, a ae trpfication must still be sent by post. 





J THE UNITED REPUBLIC OF TANZANIA 





PRESIDENT'S OFFICE 
REGIONAL ADMINISTRATION AND LOCAL GOVERNMENT 


LOCAL GOVERNMENT REFORM PROGRAMME 


FINANCE ADVISER 


The Government of Tanzania, pursuant to its policy of decentralisation, has, with the 
full support of its development partners, undertaken the Local Government Reform 
Programme, (LGRP), designéd to empower and strengthen its local government 
system. The overall goal of the LGRP is the 'reduction in the proportion of Tanzanians 
living in poverty’, and the programme s siated purpose is the: “improved quality, 
access and equitable delivery of public services, particulariy to the poor, provided 
through reformed, autonomous local authorities’, 


Fiscal decentralisation is a key result area of the programme, and the Finance 


component is designed to achieve this in an effective and structured manner, as well 


as to assist local authorities to. improve their revenue collection and financial 


. management. In addition, a Fiscal Decentralisation Task Force has been established to 
. advise the government on expediting the process. 


Responsibilities 

This is a senior post in the LGRP management team, reporting to the Chief Technical 
Adviser, and overall to the Programme Manager, and working closely with the 
Finance Outcome Manager. It will be the responsibility of the Finance Adviser to 
provide technical assistance and advice to the programme on all aspects of 
implementing government plans and budgets in the Finance area. 


Specific tasks include the following: 

* Provide timely, relevant and considered advice to all levels of the LGRP in its 
Finance-related plans and activities. 

* Work closely with senior officials of the Ministry of Finance and other government 
institutions on fiscal decentralisation issues. 


De Provide advice and support to the Fiscal Decentralisation Task Force. 
[OM Advise. òn how the Finance component can best contribute to the achievement of 


the programme purpose. 


EJ Provide advice and support to the Finance Outcome Manager. 
^*' Provide advice and support to Local Government Authorities on revenue 


enhancement and financial management. 
* Provide support to the Financial Management Specialists in the field. 


| Required knowledge, competence: 


* fiscal policies and financial management, including intergovernmental planning 
and budgeting processes and financial accountability processes; 

* ihe Tanzanian (or similar) local government system and finance functions, 

* fiscal decentralisation issues, including resource allocation and revenue sharing 
systems and intergovernmental assignment of expenditure responsibilities; 

* integrated financial management systems, and the restructuring, capacity building 
and design of business processes required to enhance financial management 
performance; 

* development and implementation of local government revenue improvement plans; 

* high level computer skills; 

* senior management, including change management skills. 


Minimum qualifications and experience 
University degree / accountancy qualification in a relevant field, with ten years 
experience of working on the above areas at a senior level. 


Terms and conditions 
An attractive, internationally competitive remuneration package will be negotiated 
with the successful candidate, as part of a two year contract. 


Applications 

Qualified candidates are requested to send a CV, (max. 3 pages, and including e-mail 
and telephone contacts}, together with a one-page letter setting out clearly and 
concisely how they meet the requirements for this job. 


The closing date for applications is 13th December 2002. Interviews are scheduled 
for carly January 2002, Only short-listed candidates will be contacted. 


Applications, marked for the attention of the Programme Manager, LGRP, should be 
addressed to: l l 
The Permanent Secretary, PO-RALG, 
P.O. Box 105081, Dar es Salaam. 


zom are also acceptable. 





E-mail applications through. b bod ise all 
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AFRICAN DEVELOPMENT BANK 


Established in 1964, the African Development Bank (ADB) is the premier pan- African development 
institution fostering economic growth and social progress in Africa. The ADB's primary goal is to 
reduce poverty and improve living standards by mobilising resources in and outside Africa and 
providing financial and technical assistance for development projects and programs in Africa. The 
ADB is based in Abidjan, Cote d'Ivoire, and has a total of 77 member states comprising 53 regional 
(African) and 24 non-regional countries, At the continental level, the ADB's vision focuses on 
Economic Integration, while at the country level, three broad priority themes are predominant: 
Agricultura! and Rural Development, Human Resource Development, and Private Sector 
Development. 


The ADB currently has openings at different levels to fill present vacancies, 


q 







The PEE will design, ale mene monitor, ie and refine the strategic planning process, 
He/She is expected to take the lead in preparing and implementing resource mobilization activities 
as related to General Wind ipio Soler exercises and SS Pudet Fund (ADP) 
replenishments. The T clos fie 60th emi 






















The incumbent will undertake the overall responsibility for the administration of the benefits 
provided under the Staff Retirement Plan including the formulation of policies, administrative rules 
and RRS for We administration and men of the provisions of the Plan. The above 





Interested applicants are invited to visit the Bank Website hap:/www.afdb.org for detailed 
description of duties and required qualifications as well as procedure for applications. 


The ADB offers an internationally competitive remuneration and benefits package. This includes a 
tax-free salary, dependency allowance, education grant, education travel, medical. group life 
insurance, generous annual leave, home leave every two years, pension plan, and diplomatic 
immunity and privileges depending on level, 


Applicants must be nationals of ADB member countries. 
Division Manager 
Staff Planning and Recruitment Division 
African Development Bank 
01 B.P. 1387 ABIDJAN 01 - COTE D'IVOIRE 
FAX (228) 20.20.49.43 ADB Homepage: htip://www.afdb.org - E-mail:recruit& afdb.org 


SENFOR ECONOMIC DEN FEOPSEEN EP PROGERAAENVEANAGER 
UC NSATYSouth Africa = Personal Services Contractor 


The United States Agency for International Development Mission in South Africa (USAID South 
Africa) requires an experienced and dynamic professional to manage its Economic Capacity 
Building Program under a personal services contract. The goal of this program is to build the 
capacity of governmental and non-governmental partners to analyze, formulate and implement 
economic policy. The Senior Program: Manager has overall responsibility for program 
management, implementation of program activities, including achievement of targeted program 
results, and for supervising program staff. The contractor also serves as USATD/South Africa's key 
resource person and advisor on macroeconomic issues, ensuring that economic implications and 
impact are integrated throughout the Mission's planning, implementation and evaluation 
processes. 


Required qualifications include: 


* A graduate degree, preferably a PhD, in economics, public administration, public policy or a 
related subject area 
Experience initiating and brokering policy dialogue around sensitive issues and bringing such 
dislogue with senior officials, policy makers, NGOs and private sector representatives to 
closure 
Recent experience conducting a broad range of macroeconomic policy analyses (including 
trade policy, fiscal and tax, privatizations and labor policy? as applied to economic development 
Minimum of ten years of professional experience designing. managing and evaluating 
economic development activities, with a minimurn of two years working with international 
donor/lenders 
Strong project development and implementation skills 
Minimum two years of sub-Saharan Africa-related experience 
Ability to write clearly, quickly and succinctly and make effective presentations 
Excellent interpersonal skills and demonstrated ability to collaborate as a team member 
Proficiency in word processing and other computer applications 
Knowledge of USAID systems and procedures is desirable 
Candidates must be US citizens or US resident aliens 


The duration of the contract is two years, with possible option for extension of up to five years, 
subject to the availability of funds, satisfactory performance and the needs of the Mission. 
Estimated start date is March 2003. The salary level will be between $70,205 and $91,265 per 
annum (GS-14 equivalent) depending on prior salary history. Housing, transportation to post and 
other allowances related to the assignment will be provided. 


p A complete copy of the position description and more information on USAID/South Africa's 
| program can be obtained by accessing the following USAID web pages: 
www.ussid.gov or bttp://www.usaid.gov/procurement bus opp/procurement/psc solicit/ 


Application forms: USG SF 17 L/OF 612 should be faxed to S. Williams at 27 12 452 2399 or 
e-mail to swilliams @ usaid.gov no latter than December 9, 2002. 
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EUROPEAN CENTRAL BANK 














The European Central Bank (ECB), established in Frankfurt am Main on | 
1 June 1998, is seeking to fill the vacancy detailed below in the Directo-- 
rate General Economics. 


The ECB has its own terms and conditions of employment, including d 
a competitive salary structure, retirement plan, health insurance and j 


relocation benefits. 


RESEARCH ANALYST 
(Ref.: ECB/010/03/I/ECO) 


The ECB is seeking to recruit a Research Analyst with advanced IT. 
skills to support the Directorate General Economics (DGE) in the ma- 
nagement of data and other economic information, publication activities. 
and statistical/basic econometric analysis. In order to ensure a smooth 
integration of accession country data into our systems, the successful. 
applicant will assist the Senior Economic Information Expert in charge. 
of designing, developing, testing and maintaining applications used b 

DGE. P 


The main tasks to be performed relate to the setting-up of comple; 
monetary, financial and economic databases and the development o 
software applications needed for the dissemination and analysis of thi 
information as well as the co-ordination of analytical activities across 
DGE. The performance of these tasks entails the maintenance of existing. 
software applications, participation in project development, problem 
solving in collaboration with economist end-users and providing the 
latter with support and training. : 


^ * * 































* University degree in computer science, mathematics, statistics or 
another numerate discipline with a high IT content, or proven ability - 
to perform the tasks commensurate with such an academic qualifica- — 
tion. | 

* Work experience in applying information system technology to 
economics or statistics, including an extensive knowledge of VBA 
or C++ programming, in particular related to software interface 
development. 

* Working knowledge of relational database design (MS Access, Orac- i 
le) and SQL. : 

* Good knowledge of time-series data management systems (FAME, 
SAS) and UNIX. | 

* Previous experience at a central bank or a statistical office would be | 
an advantage. 

* Knowledge of Web development (HTML, XML, ASP, Java, Perl) is 
important. 

* The ability to work on more than one project at once and a proven 
ability to deal with economist users, in particular supporting end- 
user computing, are essential. 

* Very good command of English. A working knowledge of at least 
one other official Community language is required. 





* * 


Applications should be submitted in English and include a covering .. 
letter, curriculum vitae and a recent photograph together with references. 
confirming the required experience and skilis. They should be addressed, 
quoting the reference number, to the European Central Bank, Rec- 
ruitment and Staff Development Division, Postfach 16 03 19, 60066 
Frankfurt am Main, Germany and should reach the ECB no later than 
13 December 2002. 


Candidates must be nationals of a Member State of the European Union 
or of one of the following EU accession countries: Cyprus, the Czech 
Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovenia, 
Slovakia 

Applications will be treated in the strictest confidence and will not be 
returned. 

This vacancy has also been posted on the ECB's website at www.ecbint. - 
To meet the deadline, a copy may be sent by fax to +49 69/1344 7979 or ~ 


by e-mail to recruitment(gecb.int. However, a signed application must: T 
still be sent by post. s 
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The world has only just woken up to the threat of bioterrorism. And only America 


has yet done much to prepare for it 


IX days before the terrorist attacks of 

September 11th last year, Joseph Biden 
of Delaware told Senate hearings that the 
threat of biological attack on America 
dwarfed the dangers posed by missiles. 
Shortly afterwards, his colleagues Thomas 
Daschle and Patrick Leahy, along with va- 
rious journalists, were the targets of just 
such an attack, when letters containing an- 
thrax spores were delivered to their offices 
through the ordinary post. Five people 
died after exposure to spores that had 
leaked from the envelopes, scores more 
were infected, and strong antibiotics were 
pumped into thousands who might have 
been exposed. 

Biological weapons—whether the so- 
phisticated products of a national military 
programme, or the crude poisons of a bio- 
logical Unabomber-sit at the lower end of 
a spectrum of biological threats to health. 
At the higher end sit naturally occurring 
epidemics of familiar diseases such as in- 
fluenza, which still sweeps the world each 
year, and A1DS, which has so far killed 22m 
people. In between lie re-emerging and 
previously unidentified diseases, such as 
ebola or West Nile virus; industrial acci- 
dents or sabotage, by which bugs get out of 
laboratories; and growing resistance to 
antibiotics. On November 12th, a hospital 
in Detroit reported the first American case 
of staphylococcus (a potentially deadly in- 
fection) that is resistant to vancomycin, the 


strongest antibiotic in doctors' arsenals. 

Compared with all these, biological 
weapons are a much more unlikely dan- 
ger. Nor are they always simple to use. 
Aum Shinrikyo, a Japanese cult that car- 
ried out an attack with sarin nerve-gas on 
the Tokyo underground in 1995, had earlier 
experimented with anthrax, to little effect. 
The anthrax spores sent through the mail 
in America were a much more virulent 
strain and were finely milled, making it 
easier for them to penetrate the lungs of 
their victims. Prevailing weather condi- 
tions, such as wind speed, can interfere 
with the most diabolical planning. 

Nonetheless, bioweapons have a fear- 
ful potential that has long been under 
stood, ever since plague-ridden corpses 
were catapulted into the besieged city of 
Caffa by Tartars in 1346. Modern biological 
agents are far more lethal than even the 
most toxic chemical agents. In the 20th 
century most of the large military powers 
developed biological weapons, but moral 
repugnance and doubts about their mili- 
tary value largely kept countries from us- 
ing them against each other. 

This reluctance was formalised in the 
Geneva Protocol of 1925 and a Biological 
Weapons Convention signed in 1975, after 
America had renounced its programme, 
but as many as 17 countries are thought to 
have kept up some sort of capability. Trou- 
blingly, all seven countries on America's 


list of states that sponsor terrorism—Cuba, 
Iran, Iraq, Libya, North Korea, Sudan and 
Syria—are among the suspected dabblers. 
So far, none of the regimes thought to pos- 
sess them is known to have passed on bio- 
weapons to a terrorist group, though no 
one really knows. 

When the UN weapons inspectors 
were thrown out of Iraq in 1998, they had 
already destroyed thousands of litres of 
anthrax and other germ agents; but a 
whopping 17 tonnes of imported medium 
for growing germs were still unaccounted 
for. Iraq is since thought to have developed 
mobile germ laboratories, with others con- 
cealed under hospitals and private homes. 
It is also known to have adapted crop- 
sprayers to spread biological agents, and to 
have experimented not just with bacteria 
but with viruses, such as camel pox. It may 
(along with North Korea) have stocks of 
the smallpox virus. 

Smallpox merits particular attention 
because it is the only disease that has ever 
been eradicated in nature. The last case 
was in 1979, and most people are now “im- 
munologically naive"—as vulnerable to in- 
fection as America's Indians were to the 
poxes of the old world. America and Rus- 
sia agreed to keep samples for research, 
and afew rogue regimes are thought by the 
CIA to have kept them for use as weapons. 

"Dark Winter", a government study 
completed in June 2001 that modelled the 
effects of a smallpox attack on three Amer- 
ican cities, concluded that within two 
months there would be 1m dead and twice 
as many infected. America has rapidly se- 
cured enough doses of vaccine to inocu- 
late the entire country and now wonders 
whether to do so. In the next few weeks, 
President George Bush is expected to an- 
nounce a plan to vaccinate 500,000 health 
workers, with up to 7m-10m to follow. » 





agents 


An alphabet of horrors 


SAN FRANCISCO 


Whatthey are and what they do 


CIENTISTS divide the biological 

agents currently considered as poten- 
tal weapons into three categories: 

Category A. These are the most dan- 
gerous and the easiest to spread; they 
produce high rates of death, are likely to 
cause panic and disruption, and require 
special preparation by the public-health 

The diseases caused are an- 
botulism, tularaemia, plague, 
smallpox and haemorrhagic fever. 

Category B agents produce fewer 
cases of disease in those exposed and 
have lower death rates, but are still rea- 
sonably easy to disseminate. The dis- 
eases they cause include some animal 
infections that can jump to humans, 
such as glanders, which occurs mainly 
in horses and donkeys; brucellosis, 
which causes herbivores to abort; and 
blights that affect crops. 

There is a large overlap between pre- 
paring for bioterrorism and guarding 
Mame natural outbreaks; foot-and- 

mouth disease in 2000 did huge econ- 


> Other countries, too, are accumulating 
vaccine and wondering how many to in- 
oculate (see box on next page). In every 
million people given the smallpox vac- 
cine, two or three may die and hundreds 
will suffer serious side-effects. 


Spotting the symptoms 

The anthrax letters sent last year were 
spotted by a Senate staffer who had re- 
cently undergone security retraining. 
Without such luck, or if an attacker were to 
release pathogens more surreptitiously, 
there would be as little immediate sign of 
an attack as of the arrival of the 'flu season. 
Early detection is crucial. Guarding places 
at risk may require devices that continu- 
ously monitor the air, sniffing for spores 
and other particles. Several different re- 
search groups are looking for antibodies 
that bind to the surface of biologically 
threatening molecules, fitting like a key in 
a lock, which could be the basis of both de- 
tection and treatment. 

The more likely first sign of an attack or 
epidemic, however, will be the eruption of 
illness in people exposed to it. Spotting 
such a flare-up is the job of regional public- 
health offices that monitor reports of un- 
usual symptoms from doctors. If some- 
thing unusual crops up in the United 
States, samples are sent to one of the 
158,000 state and local laboratories that 
can do biological culture analysis to iden- 
tify the disease. The system needs to be ex- 


omic and social damage in Britain. A 
draft report on agricultural bioterrorism 
by America’s National Research Council 
concludes that a terrorist armed with 
foot-and-mouth or soyabean rust could 
easily slip into the country undetected. 

Category B also includes biological 
toxins that directly poison a host. Ricin, 
derived from castor beans, kills within 
days if swallowed, injected or inhaled. 
In 1978 Bulgarian agents killed a dissi- 
dent émigré by using a specially- 
equipped umbrella to inject a pellet 
coated with ricin into his leg. Also in 
Category B are food and water-borne 
disease agents such as salmonella, E. 
coli 157 and cholera bacteria. 

Category C agents include emerging 
diseases that could be engineered to 
make them more suitable for mass dis- 
semination. They are easy to find in 
some parts of the world, and can cause 
high rates of disease and death. They in- 
clude hantavirus, yellow fever and 
tick-borne encephalitis viruses. 


panded to collect other data that could give 


early warning of something out of the or- 


dinary, such as sales of cold and 'flu medi- 
cine in chemists, or calls to emergency ser- 
vices with complaints of respiratory 
problems. New York has built a network to 
look out for sudden spikes, but most of the 
country has made little progress. 

In America, the public-health system is 
anchored in the Centres for Disease Con- 








trol (cpc) within the Department of 
Health and Human Services (DHHS). A 
bioterrorism-preparedness bill passed in 
the aftermath of the anthrax letters allo- 
cated $1.1 billion to the DHHS, with most of 
that going to the cpc and the rest to the 
Health Resources and Services Adminstra- 
tion, which oversees hospitals round the 
country. The money will go towards the re- 
gional laboratory system and the health- 
alert network that allows doctors to com- 
municate news of isolated cases to epide- 
miologists. Technicians are being trained 
to recognise unfamiliar pathogens. Hospi- 
tals and clinics have been given reference 
cards listing unusual symptoms and what 
precautions to take when they appear. 

The cpc also manages a national 
pharmaceutical stockpile. This store of 
antibiotics, vaccines and other drugs is 
spread around eight centres to ensure that 
emergency medical supplies can be 
rushed to anywhere in America within 12 
hours. The stockpile also has a "virtual" 
component, consisting of arrangements 
with manufacturers to boost production 
of particular drugs at short notice. 

What goes into the stockpile and what 
tests the surveillance network can perform 
depend on research. The National Institute 
of Allergy and Infectious Diseases, one of 
the National Institutes of Health, has re- 
ceived the largest budget increase ever to 
go to one of the institutes. With its $1.75 bil- 
lion budget for 2003, the institute plans to 
spend $521.1m building new laboratories 
secure enough to house the most danger- 
ous pathogens. Basic research, including 
genomic sequencing of agents, will con- 
sume $440.6m. Another $591.9m will go 
on discovery and development of drugs, 
vaccines and diagnostic techniques. Clini- 
cal trials—testing these techniques and 
medicines on people—account for the re- 
maining $194.3m. 


Tangled command chains 
The rest of the DHHS money is earmarked 
for hospital planning. Years of underfund- 
ing of public hospitals and the efficiency 
drives of the private sector mean that hos- 
pitals do not have the "surge capacity" to 
cope even with a heavy “flu season, let 
alone a wave of smallpox cases. A report 
published in October 2000 by the Stimson 
Centre, a think-tank in Washington, DC, 
was highly critical of the state of the pub- 
lic-health network. Amy Smithson, its au- 
thor, argues that the state grants being 
given out by the cpc still do not reach 
deeply enough to the local level, where 
both detection and response first occur. 
The interaction between local, state 
and federal authorities in America be- 
comes even more fraught in an actual 
emergency, and clear lines of command 
are only just emerging. The creation of the 
Department of Homeland Security should 
consolidate some of the overlapping » 
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» responsibilities. The cpc has also made 
an effort to clarify the lines of authority. 

Constitutionally, protection of public 
health is a matter for the states. Some, such 
as Colorado, had developed bioterrorism 
plans before September 11th 2001. To en- 
courage the others, and to introduce some 
consistency across the country, the cpc 
commissioned the law departments of 
Georgetown and Johns Hopkins Universi- 
ties to create a model act designed to give 
states the necessary powers to detect and 
contain sudden outbreaks of disease. 

The model act includes strict quaran- 
tine powers, and establishes the gover- 
nor's right to declare a state of emergency 
in which public-health officials gain the 
authority to order doctors to treat people, 
and people to accept treatment on pain of 
arrest. Civil libertarians think these pow- 
ers are dangerously broad, and should be 
replaced merely with clear instructions to 
which the public would probably re- 
spond. But widespread panic may make 
firm orders necessary. 


Out of rogue hands 

The other vital tactic is to stop terrorists get- 
ting hold of the germs to make biowea- 
pons. In the past, extremist “patriot” mili- 
tias have bought pathogens from 
commercial laboratory suppliers, and na- 
tional weapons programmes such as Iraq’s 
have also bought them on the open mar- 
ket. The Bioterrorism Preparedness Act has 
tightened the regulations for scientists 
working with a list of 42 “select agents”, 
which the cpc will update on December 
9th. Every place that uses the agents has to 
compile a complete list of stocks and track 
everything that is done with them. 

Terence Taylor, the head of the Wash- 
ington, DC office of the International Insti- 
tute for Strategic Studies, argues that this is 
inadequate. New genetic techniques mean 
that firms that deal with dangerous organ- 
isms can often avoid the effort and ex- 
pense of shipping select agents by order- 
ing instead two separate kinds of harmless 
genetic material that can then be com- 
bined to make up a dangerous bug. Terro- 
rists might do the same. Unlike the nuclear 
or even chemical industries, where certain 
materials or pieces of equipment have nar- 
row military uses and can be controlled, 
the life sciences deal in raw materials that 
are widely found in nature. 

Industry must therefore take more care 
to see that its creations are not used to do 
harm. Taking a lesson from the nuclear in- 
dustry, which formed a world association 
after the accidents at Three Mile Island and 
Chernobyl, the 11ss, along with the Chemi- 
cal and Biological Arms Control Institute 
in Washington, DC, is designing a charter 
for the biotechnology industry. The aim is 
to build a forum in which the industry’s 
leaders can discuss new developments, 
share information about risks and threats, 


and agree on a code of practice. 

A parallel project at rss, in collabora- 
tion with Lawrence Livermore National 
Laboratory in California, is considering 
setting up an expert panel from industry 
and academia to spot evolving areas of 
risk in the biological sciences. A research 
group in Australia, for example, has modi- 
fied the gene of the bacterium that causes 
mousepox, a cousin of smallpox, so that 
the disease is no longer blocked by its vac- 
cine. The American Society of Microbiol- 
ogy, which published the mousepox pa- 
per, has introduced a policy of challenging 
the authors of provocative papers to con- 
sider their wider implications. 

Plenty of scientists have squared work 
on bioweapons with their consciences in 
the past, and 9,000 of them used to work 
in the Soviet biological weapons pro- 
gramme. Keeping them out of the world's 
arms bazaars is the task of the Interna- 
tional Science and Technology Centre, 
which was set up to provide non-military 
opportunities for former Soviet weapons 
scientists. So far it has spent $482m, 23% of 
it on biotechnology projects. The G8 sum- 
mit earlier this year agreed to step up 
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spending to guard Russia's biological ma- 
terials and skills, as well as its chemical 
and nuclear ones. 

Unlike the treaties outlawing the 
spread of nuclear and chemical weapons, 
the Biological Weapons Convention has 
no means to check that countries which 
sign up then keep their promises. As yet, 
there is no reliable way of doing so (see 
page 73). Attention is now concentrated on 
encouraging governments to beef up na- 
tional legislation and on strengthening na- 
tional and international health-surveil- 
lance systems. (A new Global Emergency 
Outbreak Response Fund is being set up 
under the auspices of the World Health 
Organisation, but funded in part by the 
Nuclear Threat Initiative, a private Ameri- 
can foundation.) The Australia Group, an 
informal cartel of like-minded govern- 
ments that tries to control the trade in dan- 
gerous chemicals and pathogens and the 
equipment to produce them, has recently 
drawn up tougher export controls, which 
also cover the transfer of know-how and 
information. But germs and viruses, as ev- 
ery 'flu outbreak shows, have a way of 
keeping one jump ahead. m 


Scrambling for safety 


Arare glimpse of preparations outside America 


TA nekoga 
knows of around 200m smallpox 
vaccine doses around the world, not in- 
cluding America's new purchases. Much 
of the vaccine is old, frozen for several 
sores CES ty cai bi apn 


phen Prior, of the - Institute for 
Policy Studies, says effectiveness 
has not been tested on humans. 

Like America, most other countries 
stopped giving babies anti-smallpox 
jabs in the late 19705. But activity has re- 
vived, especially in countries that are 
likely terrorist targets. Most governments 
(especially France's) are keeping policy 
secret. But here is what is known: 

Australia is buying its first 50,000 
doses of vaccine—the old type—from 
Aventis Pasteur, a French company. It 
plans to buy more next year, enough to 
contain an outbreak in big cities. Recent 
spending on anti-bioterrorism measures, 
including the Aventis purchase, comes 
to around A$11.4m. Australia's hospitals 
rehearsed for terrorist attacks before the 
ker Car weder 

ie gover enact o ROME 
idi it had enough vaccine for everyone 


in Israel, including the West Bank and 
Gaza. Some 15,000 emergency workers 
have been offered voluntary inocula- 
tion; most have turned up. The govern- 
ment is now worried that few of those 
inoculated have donated blood, which 
could be used to make antidotes for 
those who develop bad side-effects to 
the vaccine. 

In Ir ee: the government plans to 

emergency workers and to 
niser a lot of vaccine, though it 
won't say how much. It already has 
some old vaccine, and in April it bought 
£32m-worth of new vaccines from Pow- 
derJect, a British company linked with 
Bavarian Nordic. Britain's sine hospital readi- 
ness, however, is poor. A recent report 
from the National Audit Office found 
that one-third of health authorities had 
not tested mass-casualty plans. 

In Germany, the federal government 
has asked the states to buy vaccine for 
every resident. It set the example by buy- 
ing 6m doses (enough, when diluted, to 

vaccinate 24m Germans), with enough 
for 11m more ple in 2003. 

In Japan, th t already has 
some vaccine, ur hopes to have 10m 
doses by next year, with more to come. It 
has already spent some Y5.7 billion 
($47.5m) on bioterror preparations. 
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A bigger slice of a smaller pie 


TOKYO 


Japan’s economy is more open to imports than ever—but now the gaijin have other 


things to complain about 


RADE disputes seemed so much live- 
lier when Japan was an economic jug- 
gernaut. Western companies, especially 
American ones, complained that its econ- 
omy was designed to shut out foreign 
goods and fleece local consumers, even as 
it flooded other countries with exports. Ja- 
pan retorted that its companies, workers 
and products were simply better, and that 
western firms were too lazy to study Japa- 
nese consumers. (Remember when negoti- 
ators claimed that foreign meat was un- 
suitable for Japanese intestines? Or that 
foreign skis did not suit Japanese snow?) 
During the late 1980s, however, the gov- 
ernment was pushed into concession after 
concession. Did it ever truly open up? 
Judging by the noise level, things have 
improved. Although disputes among 
many of the world's trading partners still 
abound, Europe and America no longer 
routinely single out Japanese trading prac- 
tices for criticism. Some of this has little to 
do with Japan. Under Bill Clinton and the 
younger George Bush, America has drifted 
further from its commitment to global free 
trade, and is thus less able to criticise oth- 
ers. The launching of the World Trade 
Organisation in 1995, with mechanisms 
for settling disputes, has also dulled the 
rhetoric of many trade battles. Clearly, 
however, Japan has also done its bit: im- 
ports have started to make a significant im- 
pact on its economy in the past few years. 
Import levels depend on all sorts of 
economic factors, not just openness. But 


Robert Feldman, chief economist in Tokyo 
for Morgan Stanley, an American invest- 
ment bank, points out that prices of many 
goods are now closer to their international 
levels—a sign that they are now easier to 
import. A weak economy has encouraged 
firms in some sectors, especially retailing, 
to compete harder on price, driving them 
to seek cheaper inputs from abroad. 

Moderate reforms in Japan deserve 
some credit for this. Successive govern- 
ments and parts of the bureaucracy have 
made an implicit, grudging admission that 
America was right, and changed some of 
the rules to make selling in Japan easier. 
The statist Ministry of Trade and Industry 
(MITI) was revamped to push slowly for 
deregulation, and has had the word “Econ- 
omy" inserted into its name as a nod to 
broader thinking. Still, many of Japan's bu- 
reaucrats and business methods are still 
geared towards protecting local compa- 
nies, and foreign firms and governments 
see plenty of room for improvement. The 
real reason they have stopped complain- 
ing about import barriers is not because Ja- 
pan is genuinely open, but because two 
big shifts in Japan's economy have 
prompted them to change the subject. 

The first of these is Japan's economic 
stagnation, which has led trading partners 
to focus on weak overall demand, rather 
than just the non-tariff barriers that crimp 
demand for foreign goods. In the early 
years of the slump, America and others 
urged the government to prime the pump. 
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The Liberal Democratic Party’s addiction 
to public-works spending has grown more 
controversial over the past decade, how- 
ever, and these days the American govern- 
ment focuses on Japan's mountain of bad 
loans, which prop up weak firms and fore- 
stall recovery. When American economic 
officials visit Japan these days, some ex- 
patriate businessmen complain, bad loans 
are not just at the top of the agenda-they 
are the agenda. 

The second broad shift is that—partly 
through persistence and partly through re- 
form—many more foreign firms have now 
established local operations in Japan. As 
their local business ties increase, Ameri- 
can and European firms are focusing more >> 
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on ways to make operating in Japan eas- 
ier-some of which also help domestic 
firms-rather than trying to pry open new 
markets. The American Chamber of Com- 
merce acknowledged this shift last year, 
when it renamed its biennial list of com- 
plaints the “Uus-Japan Business White Pa- 
per", replacing the "Trade" white paper it 
has put out since the 1970s. 

The most obvious complaints involve 
competition policy, since Japan's Fair 
Trade Commission still does a poor job of 
reining in monopolies and preventing col- 
lusion. Dignitaries from Europe like to tout 
the progress that the EU's competition di- 
rectorate delivered during the 1990s. More 
transparent procurement policies would 
also please Japan's economic partners. So, 
too, would efforts to make it easier for for- 
eign firms to invest directly in Japan, such 
as through mergers and acquisitions. 

Besides these broad issues, problems in 
specific sectors still draw complaints, but 
these increasingly involve services, rather 
than tradable goods. Financial services are 
an exception, having been opened exten- 
sively to foreigners. By contrast, a whole 
range of business services—such as ac- 
countancy and the law—are highly segre- 
gated, slowing down Japan's integration 
with the rest of the world. 

Although Japan is still maddeningly 
averse to change, its trading partners now 
look on it through different eyes. Its stub- 
born ways damage its own economy even 
more than those of its trading partners; 
sooner or later, it must change. 8 


: Scandalous 


Kashmir 


Unhealed wounds 


DELHI 
Post-election optimism faces a hail of 
bullets 


¢¢ A HEALING touch” was the promise 
held out by the newly-elected gov- 
ernment of the Indian state of Jammu and 
Kashmir. This week, sarcastic Indian com- 
mentators harped on the phrase. Three 
days of murderous terrorism had culmi- 
nated, on November 24th to 25th, in an as- 
sault by gunmen on two Hindu temples in 
Jammu, the state’s winter capital, in which 
14 people died. The next day, at least an- 
other six were killed in other parts of the 
state. They join perhaps 30,000-70,000 
people who have died during a 14-year- 
long insurgency against Indian rule. The 
killings dashed hopes, following the elec- 
tions in September, of a peaceful lull. 
India’s government was quick to blame 
the usual suspects: militant Islamists, 
trained and backed by Pakistan, which 
claims Indian-administered Kashmir, 
with its Muslim majority, as its own. But 
some Indian spokesmen had a new target 
too: the healing touchers themselves, and 
the “encouragement” their soft new ap- 
proach offers terrorists. 
This is unfair. Even Omar Abdullah of 
the National Conference, the party ousted 


India’s governmenthas managed to drag out and redirect a corruption inquiry 
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flung at the government in recent years: 
when reporters equippec 
eras and posing as arms dealers were 
seen foisting wads of cash on 31 appre- 
ciative politicians, generals and officials. 


The scandal was broken in March last 












job and the MENET, and worked the op- 


into an indignant lather. 
Yet the yee ial diac het 


ernment. It will, after all, te 


have fend themselves the surget of ih: 


vestigations of their own: from the cus- 
toms, police, tax and anti-corruption 
authorities. Funds have dried up. Once 
boasting a staff of 120, it now has not 
one salaried employee. To its supporters, 


this looks like a witch-hunt. True or not, 


the stinger is certainly smarting more 
than the stung. 
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at the elections, agrees. The new govern- 
ment has not yet done enough to deserve 
the blame. It is a coalition dominated by 
the People's Democratic Party (PDP) of the 
state's new chief minister, Mufti Moham- 
mad Sayeed, and Congress, the main na- 
tional opposition party. 

It has repudiated the heavy-handed— 
sometimes brutal—security policies of its 
predecessor. It has also promised change: 
by not enforcing the harsh provisions of 
India’s Prevention of Terrorism Act; by 
assimilating Indian special forces into the 
regular police; and by releasing some de- 
tained militants. 

Of these, 26 have already been freed, 
but most are members of local groups. In- 
dia blamed the attacks on Lashkar-e-Taiba, 
a Pakistan-based Islamist faction. That 
points the finger at Pakistan, which, de- 
spite repeated promises by its president, 
General Pervez Musharraf, to stop cross- 
border terrorism, this month freed Lash- 
kar's founder and leader, Hafiz Moham- 
mad Saeed, from detention. He promptly 
called for continued armed struggle. 

Pakistan condemned the latest out- 
rages, and denied responsibility. Indian of- 
ficials scoff, convinced that General Mush- 
arraf, who has just arranged a cosmetic 
transfer of power to a “civilian” adminis- 
tration, is a serial breaker of promises. So 
prospects for talks between India and Pak- 
istan remain remote, as India’s ruling co- 
alition, facing a key election on December 
12th in the state of Gujarat, seeks to avoid 
criticism for going “soft” itself. 

In Kashmir, however, there is despon- 
dency that there is no sign of a dialogue be- 
tween India and even the moderate Kash- »» 
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The Airbus A340 is the only modem 4-engined, long-haul aircraft in service today. So unlike its 
twin-engined competitors it can fly the most direct routes. No matter how far from civilisation. 
Flying up to 18 hours non-stop, the A340 takes you a lot farther, yet makes long haul seem a 
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Although whisky was 
first distilled over five 
hundred years ago, it 
wasn't perfected until 


the arrival of Chivas 





Brothers. Their success as suppliers of luxury 
groceries led to their first Royal Appointment 
in 1843, as 'Purveyors of Groceries to Her 
Majesty Queen Victoria’. Drawing on a wealth 
of exotic influences— spices from the Orient, 
rich African coffees and Caribbean rums — they 
pioneered the art of blending Scotch Whisky. 
This culminated in the late 1800s with the creation 
of Chivas Regal. By 1923, Chivas Brothers' luxury 


whisky was attracting Royal Approval and 





they were awarded yet another Royal Warrant, 


as ‘Purveyors of Scotch Whisky to His Majesty 









King George V’. From that moment, Chivas Regal 
swept everything before it to become the world's 
favourite luxury Scotch. Classic cocktails like the 
Manhattan — invented by Winston Churchill's 
mother Jennie Jerome — were created ~ 
with Chivas Regal. Its rich, smooth, f 
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every continent and in over 150 countries 
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> miri opposition. For this reason, Sajjad 
Lone of the All Party Hurriyat Conference, 
a coalition of separatist parties that boy- 
cotted the elections, condemned the new 
violence but refused to see it as a setback to 
peace hopes. In the absence, he said, of 
any attempt to open a dialogue, there was 
nothing to set back. 

"All we are saying," says Mr Lone, 
whose father, a moderate separatist 
leader, was murdered in May, “is for God’s 
sake talk to somebody, and deliver on the 
promise made to the international com- 
munity that the elections were part of a 
broader peace process.” Each fresh atrocity 
makes it less likely that India will act on Mr 
Lone’s plea. It also increases the pressure 
on Mr Sayeed and his Congress partners to 
drop the healing touch for the heavy hand. 
That, indeed, is probably the point. m 


Taiwan and China 


In search of the 
missing links 


TAIPEI 
On-and-off talks about phones and 
planes 


LOWLY, Taiwan and China have been 

moving towards an agreement that 
would establish direct business, commu- 
nications and transport links between the 
two countries, ending a ban that dates 
back to China's Communist revolution of 
1949. Or at least they were, until this 
month. Nothing in the world of China-Tai- 
wan relations is ever easy. 

Hopes for the ending of the ban were 
kindled a year ago when Taiwan's Presi- 
dent Chen Shui-bian asked the country's 
business and political elite how to get Tai- 
wan's economy, hard hit by the global 
slump, back on its feet. They overwhelm- 
ingly asked for the ban to be lifted. Early in 
the 1990s, China, an international pariah 
after the Tiananmen clampdown, had des- 
perately wanted the ban lifted but Taiwan 
said that, in return, China should recognise 
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All dressed up and nowhere (Chinese) to qo 


its government as one of equal status, and 
renounce the use of force to resolve differ- 
ences between the two countries. China 
said no, and by the end of the decade, now 
richer and more confident, it no longer 
needed Taiwan so badly. 

Taiwan, though, seeing its American 
markets in free-fall and challenged by 
China's technically-skilled and ludi- 
crously cheap workforce, began to woo the 
Chinese. Chinese officials said that any 
progress on direct links depended on Tai- 
wan agreeing that it was actually a part of 
China, a claim that over the years the Tai- 
wanese have parried. In May this year, Mr 
Chen suggested a "Hong Kong" solution 
over business links. Although Hong Kong 
is now Chinese, it has some freedom to ne- 
gotiate independently. It agreed to direct 
air links with Taiwan through a deal made 
by business people representing the air- 
lines of the two territories, renewing an ar- 
rangement that existed when Hong Kong 
was British. Government officials acted 
only as "advisers". 

At first the Chinese turned down Mr 
Chen's proposal that the same idea could 
be applied to direct links with China itself. 
But in June Qian Qichen, a Chinese vice- 
premier, spoke favourably of letting busi- 
ness associations negotiate for each side. 
In mid-October Mr Qian said that recogni- 
tion of the *one China" principle was no 
longer a condition for negotiations and 
that such links would not be judged “do- 
mestic", which would imply that Taiwan 
was part of China. But Taiwan has 
changed its mind. Mr Chen now says that 
there must be government-to-government 
talks. With Taiwan's economy looking bet- 
ter, Mr Chenis less desperate. 

The latest variation on the air-links 
theme, suggested by opposition MPs, is to 
allow direct cross-strait charter flights dur- 
ing the Chinese new year, to shorten the 
journeys of Taiwan businessmen in China 
coming home for the holiday. Fine, said 
Taiwan's government, as long as they are 
routed through Hong Kong, making them, 
of course, not direct flights at all. Neverthe- 
less, directlinks are still being talked about, 
andtalked about... 8 
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South Korea 


Down to the wire 


SEOUL 
The presidential race tightens 


HE presidential race in South Korea of- 

ficially gotunder way this week, as can- 
didates formally registered for the Decem- 
ber 19th election. It increasingly looks as if 
this will be the tightest in South Korea's 
(admittedly brief) history of such things. 

In the past few days, it has become, to 
all intents, a two-man contest. One of the 
contenders is a liberal former human- 
rights lawyer, Roh Moo-Hyun, who is the 
candidate of the governing Millennium 
Democratic Party (MDP), founded by Presi- 
dent Kim Dae-jung; the other is Lee Hoi- 
chang, a former Supreme Court judge, 
from the conservative opposition Grand 
National Party. 

The race was transformed on Novem- 
ber 24th, when a third candidate, a million- 
aire businessman and soccer chief, Chung 
Mong-joon, pulled out. His newly-created 
National Alliance 21 party and the MDP 
had agreed to put up a joint candidate as 
the only chance to defeat Mr Lee, who was 
well ahead in the polls. President Kim, 
whose five-year term ends in February, is 
constitutionally barred from standing 
again. Mr Roh won more support in an 
opinion poll carried out after a television 
debate with Mr Chung at the weekend, so 
Mr Chung duly conceded defeat. Since 
then, several polls have given Mr Roh a sig- 
nificant lead over Mr Lee, who unsuccess- 
fully stood in the last presidential election 
in 1997, and who had until this week been 
considered the clear front-runner. 

Unusually for a presidential candidate 
in technocratic South Korea, Mr Roh did 
not attend college but became a lawyer 
specialising in human-rights cases. He 
says he will reduce the gap between rich 
and poor and rein in the country's con- 
glomerates, or chaebol. Much of his sup- 
port comes from voters in their 30s and 
40s, who are fed up with money politics 
and scandals. Mr Roh also favours the con- 
tinuation of Mr Kim's "sunshine policy" of 
engagement with the North, whereas Mr 
Lee has called for aid to be halted until the 
North dismantles its recently-revealed ura- 
nium-enrichment programme for nuclear 
weapons. 

As well as the front-runners, there are 
several candidates from minor parties 
standing in the poll, for a grand total of 
seven in all. They include Kwon Young- 
Ghil of the Democratic Labour Party, who 
was once jailed for organising a general 
strike; and a former spy agency chief, 
Chang Se-Dong. 8 
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30 Asia 


Australia 


Tough on Muslims 


SYDNEY 
A worried nation tries to strengthen its 
security 


OR years, Fred Nile, a clergyman-mem- 
ber of the New South Wales parlia- 
ment, has been fighting a fruitless cam- 
paign to ban Sydney's Mardi Gras, 
Australia's biggest gay event. When Mr 
Nile called recently for another ban, on 
Muslim women wearing chador robes, 
claiming they could be terrorists hiding 
weapons, most political leaders quickly 
dismissed the proposal. An exception was 
John Howard, the prime minister, who 
said, “I like Fred and...you know Fred 
speaks for the views of a lot of people." Mr 
Howard decided against a ban, but his 
equivocation provoked a storm of protest 
from Australia's Muslim leaders, who ac- 
cused him of fostering religious division. 
Islam is Australia's fastest-growing reli- 
gion. But since the terrorist attacks on 
America and the Bali bombings in Octo- 
ber, in which more than 80 Australians 
were killed, the country's Muslims have 
felt under siege. Mosques have been at- 
tacked. Women wearing Islamic head- 
scarves have been abused. Phone-in radio 
shows, where bigotry flourishes, have 
been flooded with anti-Muslim calls. 
Some of the conservative government's 
actions over security have not helped. 
Armed with guns and sledgehammers, 
inlate October police and officers from the 
Australian Security Intelligence Organisa- 
tion (AS1O), the federal security agency, 
raided homes of Indonesians living in Syd- 
ney, Melbourne and Perth. The govern- 
ment justified the raids as part of an inves- 
tigation of Muslims suspected of having 
links to Jemaah Islamiah, a group that Aus- 
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Turkmenistan 
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"They tried to kill me" 


ALMATY 
Niyazov's story of attack 


HE president of the Central Asian 

state of Turkmenistan, Saparmurad 
Niyazov, known for his dictatorial rule 
and bizarre personality cult, claimed to 
have escaped an attempt on his life on 
November 25th in the capital, Ashgabat. 
The president's convoy of cars was said 
to have been blocked by three vehicles 
and then sprayed with bullets by gun- 
men. Mr. Niyazov was unhurt, but sev- 
eral other people were injured, 
according to a presidential spokesman. 

On television, the president said four 
former government officials, among 
them Boris Shikhmuradov, who used to 
be foreign minister, had plotted to kill 
him. All live in exile and said they knew 
nothing of a plot. *But Niyazov deserves 
as many deadly gunshots as lives and 
destinies he has ruined," said Mr Shikh- 
muradov. Sixteen people were said to 
have been detained. Some were merce- 


tralia has proscribed since the Bali bomb- 
ings. Some of those raided apparently 
were chosen because they had attended 
lectures in Australia by Abu Bakar Basyir, 
an Islamic cleric who has been questioned 
in Indonesia about the bombings, but has 
denied any link to them. 

Indonesia protested to Australia over 
the treatment of its nationals. Mr Howard 
defended “one hundred per cent what 
ASIO has done". Legislation is before the 
Australian federal Parliament to allow the 
police and Astro to detain “people of inter- 
est" without charge or legal representa- 
tion. John Dowd, Australian president of 
the International Commission of Jurists, 
says Muslims will be their main targets. So 
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naries, the president said. 

Mr Niyazov, who is 62, has been in 
power in Turkmenistan since Soviet 
times, and runs the country with Stalin- 
like ruthlessness. A huge golden statue 
of the president occupies the centre of 
Ashgabat on a revolving stand so thatit 
always faces the sun. Some of the 
months of the year have been renamed 
after the presidential family. 

Plenty of people might have a 
grudge: life in Turkmenistan gets steadily 
grimmer. The president has closed the 
academy of sciences and the country's 
main opera and ballet theatre. Education 
is limited to nine years. Most people live 
in dire poverty although, with extensive 
gas reserves, the country ought to be 
rich. This year, Mr Niyazov has sacked 
dozens of senior officials for abuse of of- 
fice. Now, he may have something 
rather more serious to worry about. 


far the only person police have arrested as 
an alleged terrorist is Jack Roche, of Perth, a 
white British immigrant and a convert to 
Islam, who is charged with conspiring to 
bomb Israeli diplomatic missions in Can- 
berra and Sydney. 

Australia has about 280,000 Muslims, 
more than half of them living in Sydney. 
The main wave came after the Lebanese 
civil war broke out in the 1970s, and al- 
most half the Muslim community are now 
Australian-born. Their presence was 
hardly an issue until politics and terrorism 
made it one. Mr Howard and his ministers 
snatched victory in last year's general elec- 
tion by demonising mainly Afghan and 
Iraqi boat refugees as a threat to security. 
Then in August, amid tensions as the first 
anniversary of September 11th ap- 
proached, a Lebanese Australian was sen- 
tenced to 55 years for a series of rapes. 

But since Bali, some people are ques- 
tioning whether Australia, which previ- 
ously felt insulated from terrorism, may 
have invited its own problems through the 
government's support for American poli- 
cies. Brian Deegan, of Adelaide, whose 22- 
year-old son, Joshua, was killed in the Bali 
bombings, sent an open letter to Mr How- 
ard on November 22nd, seeking answers 
to Bali and its aftermath: “Was it because 
we, as a nation, have pursued a role in the 
United States-led war on terror that we 
cannot possibly fulfil? Why is your govern- 
ment torturing certain citizens of our coun- 
try by allowing armed invasions upon 
their private properties—all in the name of 
national security?” m 
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Gotham in peril—again 


NEW YORK 


Everybody acknowledges that New York city is in a mess, but nobody really wants 


to deal with it 


ARELY a day goes by in New York with- 

out a protest. Fire stations threatened 
with closing have received an outpouring 
of public support from little children (who 
give hugs) and their parents (who sign an- 
gry petitions). At City Hall rallies unfold on 
behalf of clinics, schools, subways and so 
on. The city is girding itself for a possible 
transit strike next month, mindful that it 
was just such an event in the 1960s that 
precipitated its last outright fiscal collapse. 

The cause of all this friction: money. 
This week, the mayor, Michael Bloomberg, 
pushed through an 18% increase in prop- 
erty tax. More quietly, fees have been 
raised for things like parking, cigarette pur- 
chases, fire inspections and traffic tickets. 

These moves will plug a $1 billion hole 
in the current fiscal year, ending in June 
2003. But they will do little to resolve the 
$6.4 billion deficit projected for the next 
year. The city is required, by law, to bal- 
ance its books; if the mayor fails, a state-ap- 
pointed board takes over with extraordi- 
nary powers, including the ability to break 
contracts. That is pretty much what hap- 
pened in 1975, leaving a legacy of lay-offs, 
wrecked government and a debt that con- 
tinues to cost the city $500m a year. 

New York's annual budget is $43 bil- 
lion, but Mr Bloomberg contends that only 
$15 billion is within the city's own control. 
The rest is taken up by transfer payments 
from the state and federal governments for 
specific uses; by money pledged to cover 
debt repayments; and by legal commit- 
ments to pay things like city workers' pen- 
sions and medical care for the poor. 


If the problems are dire, many of the 
suggested solutions are even worse. Some 
local politicians want a tax on stock trad- 
ing—which might do more damage to Wall 
Street than Osama bin Laden did. There is 
also talk of introducing taxes on the 
wealthy (persuading them to move to 
Connecticut) or on commuters (persuad- 
ing firms to move to Connecticut). 

Despite all these things, the city's crisis 
seems to be remarkably short of rancour. 
Even the protesters accept that New York 
has been hurt by the global economic re- 
cession, Wall Street's woes and September 
uth. Mr bin Laden has inadvertently 
created a distinctly unGothamlike consen- 
sus that painful decisions must be made. 

Less welcome is a dangerous tendency 
to exaggerate the impact of the World 
Trade Centre attack, and to ignore long- 
term imbalances in the budget. Despite all 
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the bad news, neither the national nor the 
local economy is doing particularly badly. 
The city’s unemployment rate remains be- 
low 8%, less than it was five years ago. The 
current crunch is the product not of the 
economy, but of poor political decisions. 

New York Democrats are born spend- 
ers. This time the Republicans have also 
been at fault. Rudy Giuliani certainly be- 
gan his mayoralty as a model of fiscal recti- 
tude: his first budget, for 1994-95, actually 
reduced costs and he cut the number of 
city employees (see chart). But in the bub- 
ble economy of the late 1990s he lost his 
grip. The same, broadly speaking, goes for 
the state’s governor, George Pataki, who 
has to patch up a $10 billion state deficit. 

Put in the unfortunate position of 
cleaning up the post-windfall mess, Mr 
Bloomberg's first instinct was to minimise 
the pain. Earlier this year, when the first 
cracks appeared in the city’s finances, he 
won permission to raise $1.5 billion in op- 
erating expenses through a bond issue, an 
unrepeatable tactic. Now city agencies 
have been told to save money, with Mr 
Bloomberg pledging to reduce his own of- 
fice’s costs by a fifth. A hiring freeze has re- 
cently gone into effect and the school ad- 
ministration announced the lay-offs of 
non-teaching related employees. 

By this stage, Mr Giuliani would proba- 
bly have clouted several trade-union lead- 
ers. Not the pragmatic Mr Bloomberg. 
Rather than using the crisis to damn the in- 
efficiency of municipal workers, he has be- 
come their champion, arguing that severe 
cuts would do more to harm the city by da- 
maging services than higher taxes would 
by raising costs. Teachers, policemen and 
firemen have all got wage rises. 

There is some method in this madness. 
For instance, after decades of unsuccessful 
efforts by his predecessors, Mr Bloomberg 
has secured direct control over the city’s 
schools. That has not only raised hopes of 
improving education, but also given hima 
chance to rein in the notoriously snend- 
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there à are > political reasons to compro- 
mise, too. When Mr Giuliani took office, lo- 
cal government was loathed. Now many 
city employees, particularly cops and fire- 
= men, are heroes. The property-tax hike fol- 
lowed an unsuccessful effort to close eight 
fire stations and seven little-used centres 
for old people. And the city has had to in- 
|... crease some services, notably by assigning 
: 1,000 policemen to anti-terrorism work. 
But compromise can go only so far. This 
week, Standard & Poor's cut the city's debt 
rating to "negative". The city is on course to 
spend as much this year as last (which in- 
cluded the massive one-time costs of the 
-- Trade Centre attack). Pushing up taxes may 
keep public-sector jobs, but it hurts priv- 
. ate-sector ones. E.J. McMahon, an analyst 
‘at the Manhattan Institute, a conservative 
think-tank, reckons the new property tax 
"Will cost the city 62,000 jobs, 2% of the to- 
tal. And, for all his pragmatism, Mr Bloom- 
berg's popularity has begun to slide. 
^ Hence the feeling that serious reform is 
merely being postponed. Such reform 
vould surely involve competitive bidding 
or municipal services (notably buses). It 
would also require changing the contracts 
for city workers: making them stump up 
bigger health-care contributions and work 
longer weeks, with less overtime. 
..— Mr Bloomberg probably knows this, 
and his tactics perhaps deserve the benefit 
of the doubt. The media tycoon con- 
founded his critics by winning the mayor- 
alty; the schools deal was also a triumph. A 
good guess is that he is betting that, as the 
reality of New York's dire circumstances 
sinks in further, his own ability to act will 
expand. Someone, after all, will have to 
make those painful decisions New Yorkers 
-go on ineffectually talking about. 8 



























































‘State budgets 


Too much trouble 


(| WASHINGTON, DC 
_. Every time you look at state budgets, 
they get worse. What can be done? 


ALF of America's governors were 
2: newly elected this month. Some may 
.. prefer to have lost. This week a survey by 
-the National Governors Association and 
= state budget officers confirmed that two- 
thirds of the states had to cut spending 
plans by $12.8 billion in the latest fiscal 
year (which ended in most cases on June 
^30th). That happened even though those 
plans had already set out to reduce growth 
dn spending from 8.3% in 2001 to only 1.3%. 

This is just the start. State revenues fell 
; iy more than 6% last year, the first abso- 
- Jute fall since 1945. The National Confer- 


ence of State Legislatures now thinks that 
this fiscal year the states will be $17.5 bil- 
lion in the red, or 3.6% of total spending. 
Tax revenues are lower than expected in 33 
states and spending is higher in 29. All the 
states except Vermont are constitutionally 
required to run balanced budgets and 
most of the “easy” spending cuts or tax in- 
creases have been done. Next year will be 
a bloodbath. 

The reasons for the mess are well 
known. States cut taxes and raised spend- 
ing too much in the boom years of the 
1990s, mistaking temporary windfalls 
from capital gains (among other things) for 
a permanent increase in revenues. The 
bubble burst just when states began to face 
more demands on their main spending 
programmes, especially Medicaid. 

This safety net, which provides medi- 
cal assistance for the poor and is run 
jointly by the states and the federal govern- 
ment, is now in greater use because of the 
spiralling cost of private health-care plans 
(the number of uninsured Americans has 
soared as a result), Meanwhile, Medicaid's 
costs have risen with prescription-drug 
prices. Medicaid spending rose 13% last 
year, and it is now the second-largest item 
of state spending, after education. 

The question is: what can be done? This 
is the third, and worst, state-budget crisis 
in 30 years. Critics point out that fiscally 
profligate Washington is cutting taxes on 
the wealthy at a time when cash-starved 
states (in words President Bush once 
aimed at Congress) are balancing their 
budgets “on the backs of the poor". The 
same critics think the federal government 
should come to the aid of the states. 

The governors originally asked for $9 
billion extra in block grants for Medicaid 
and social services. The administration 
scotched that idea in July. A $5 billion ver- 
sion later fell by the wayside. Some local- 
government experts wantto resurrect "rev- 
enue sharing"—direct cash transfers from 
Washington, a scheme from the 1970s. 

On a modest scale, some federal help 
would be justified. It is, as the National 
League of Cities says, “a colossal failure” 
that Congress and the president have 





promised the states $3.5 billion to help | 
train and pay for “first responders" in the - 
case of a terrorist attack-and have since 
done nothing about it. 

But, argues John Shannon, a veteran 
state-budget watcher, if the federal govern- 
ment were to step in to bail out the states 
now, it would disrupt the only time-tested 
way of improving America's federal bud- 
get system: through crisis. Over the past 
decade of splurging, states have created a 
lot of (to put it politely) low-priority pro- 
grammes. Virginia has $500m-worth of 
such wasteful spending. Bailing out the 
states would remove pressure for change. 

More important, the states' tax-raising 
systems are a shambles. They rely on tax- 
ing goods at a time when the economy is 
based on services. Some of their crisis 
measures—such as taxing cigarettes—have 
only added to that imbalance. All the 
same, Louisiana’s voters have just ap- 
proved a “tax swap”, repealing the state 
sales taxes on utilities and groceries in ex- 
change for an income-tax rise. And New 
Jersey has tightened up its corporate-tax 
system. The next year or two will be pain- 
ful; they are also necessary. @ 





The Louisiana Senate race 


Unfinished 
business 


NEW ORLEANS 
Aclose and dirty contest for the last 
Senate seat 


HEN Senator Mary Landrieu saw 

torrential rain sweep into New Or- 
leans on November sth, she had to know 
she was in trouble. Rain is a disaster if you 
are a Democratic candidate in Louisiana. 
Even if you persuade your campaign vol- 
unteers to go outside and wave your signs, 
passing motorists tend to ignore them. If 
your supporters get around by bus or on 
foot—as do a disproportionate number of 
black voters, the Democrats’ chief back- 
ers—they may not make it to the polls. 

Under Louisiana’s quirky election 
laws, that day’s contest was a primary. 
Had Ms Landrieu won more than half the 
votes, she would have been re-elected. In 
the event she got only 46%, so now she has 
to face the Republican who finished sec- 
ond, Suzanne Haik Terrell, in a run-off on 
December 7th. That will decide whether 
the Republicans have a one-seat or two- 
seat majority in the Senate; it may also 
mark the ousting of the Democrats from 
one of their last southern fortresses. 

The rain was not the only thing that 
went wrong for the senator on November 
sth. The Republicans shrewdly ran three 
well-known candidates from different 
parts of the state: together they took 51% of p». 
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> the vote. Now Ms Landrieu faces not just 
Ms Terrell, who is the state elections com- 
missioner, but also the might of a nation- 
ally ascendant Republican Party undis- 
tracted by other Senate races. 

The two women have some obvious 
similarities. Both are from well-off New 
Orleans families. Both are in their late 40s, 
and generally viewed as moderates. Each 
favoured George Bush's tax cut and the 
congressional resolution authorising the 
use of force against Iraq. Ms Landrieu's slo- 
gan is "Louisiana first". Ms Terrell's em- 
braces "Louisiana values". 


Backs against the wallpaper 

The likeness cuts two ways. Some voters 
may see little reason to replace the incum- 
bent. Then again, Ms Landrieu can hardly 
depict Ms Terrell as an extremist (a tactic 
that helped her win by a whisker in her 
1996 race against Woody Jenkins, a much 
more conservative sort). In the primary, 
Ms Landrieu boasted of voting with Mr 
Bush three-quarters of the time; now she is 
working furiously to depict Ms Terrell as a 
rubber-stamp for the president, and look 
all independent herself. 

For her part, Ms Terrell is trying to paint 
Ms Landrieu as an out-of-touch, tax-and- 
spend, Washington-loving liberal. During 
the primary, the Republicans ran televi- 
sion advertisements that attacked Ms Lan- 
drieu for living amid walls festooned with 
"elegant fleur-de-lis wallpaper" in a “mil- 
lion-dollar Washington mansion". This 
leaves Ms Terrell open to charges of hypoc- 
risy: she lives in a swanky street, and her 
home is anything but shabby. 

Ms Landrieu's supporters have hit back 
by trying to tarnish Ms Terrell's reputation 
for probity. She took over her present job 
from a man who is now in prison on cor- 
ruption charges, and she has won praise 
for backing a proposal to have the post 
abolished. Now the Democrats are insinu- 


Landrieu and Terrell: let the scruffiest home win 





ating that Ms Terrell repaid a campaign 
contributor by purchasing overpriced vot- 
ing machines that break down in Louisi- 
ana's humid climate. 

There are more solid disagreements be- 
tween Ms Landrieu and Ms Terrell, the 
most substantial of which is over abor- 
tion. In a televised debate last weekend, 
Ms Terrell declared, “I am 100% pro-life. As 
a practising Catholic, I did not leave my 
faith as did Mary Landrieu." In southern 
Louisiana, few insults sting more-or pre- 
sume more-than calling someone a bad 
Catholic. Ms Landrieu, who supports most 
forms of abortion, denied a loss of faith 
and accused Ms Terrell of inconsistency: 
she was listed as honorary co-chairman of 
a 1994 Planned Parenthood event. Ms 
Terrell insists that was a mistake. 

Social conservatives probably still 
think Ms Terrell is more pro-life than Ms 
Landrieu. Even so, squabbling on the right 
continues. The Republican governor, Mike 
Foster, has endorsed Ms Terrell, but only 
after criticising the negative tone of his 
own party's propaganda. Congressman 
John Cooksey, who finished third in the 
primary, has accused Ms Terrell of run- 
ning a "smear campaign" against him. 

Whatever the divisions among Repub- 
licans in Louisiana, the national Republi- 
can machine is solidly trying to win the 
seat. Vice-President Dick Cheney has been 
in Louisiana to help Ms Terrell since the 
primary. The president himself is due in 
Louisiana four days before the vote. 

Ms Landrieu's problems reflect those of 
the Democrats in general. When asked if 
she will invite Al Gore or Bill Clinton to 
campaign for her, she dodges the question. 
She has already collected the biggest plum 
the national Democrats can offer her: an 
assurance from the Senate Democratic 
leader, Tom Daschle, that she will keep her 
seat on the Appropriations Committee if 
she is re-elected (though the Republicans 








may try to block this). Congressional pork 
is a much appreciated local delicacy. 

It may seem unfair if Ms Landrieu loses. 
She has stuck to the middle of the road ina 
Clintonesque way. Since the Democrats' 
loss earlier this month, she has offered 
ideas that appeal to both the poor and the 
middle classes, such as a plan to exempt 
the first $10,000 of a worker's salary from 
the federal payroll tax. 

A poll this week gave Ms Landrieu a 16- 
point lead. But many experts still think the 
odds are against her. Although the Demo- 
crats have held the seat for 119 years, Loui- 
siana, like so much of the South, seems to 
be slipping away from them. Mr Bush car- 
ried the state by eight percentage points 
(and by 46 points among white voters). Re- 
publicans control most of the statewide of- 
fices. Unlike the down-in-the-dumps Dem- 
ocrats, they are full of confidence. 

Ms Terrell could win just by getting ev- 
eryone who voted for her party in Novem- 
ber to return to the polls. Ms Landrieu has 
to get out Democrats-particularly black 
Democrats—who didn't show up then. Her 
supporters have been handing out leaflets 
in black neighbourhoods and visiting 
black churches to urge members to vote. A 
few prominent black leaders who de- 
clined to support her in the primary have 
finally come around. Ms Landrieu may 
still make it. But even if she wins another 
squeaker, the Democrats need a better 
strategy in Louisiana than fighting over 
tiny slivers of the electorate and praying 
for sunshine on election day. m 


War on the campus 


The West Bank 
and the Charles 


CAMBRIDGE 


Are Israel's attackers, and its defenders, 
going too far? 


N 1996, Tom Paulin, an Oxford don and 

poet, condemned the literary establish- 
ment for tolerating T.S. Eliot's anti-Semi- 
tism. Now Harvard stands accused of tol- 
erating the same “malignity” in Mr Paulin. 
In April he told an Egyptian paper that he 
thought “Brooklyn-born Jews” who tried 
to settle in the West Bank should be shot. 
Despite that, Harvard invited him to de- 
liver a lecture on poetry. The offer was re- 
tracted after protests from students and 
alumni, but renewed when, in the name of 
free speech, the English faculty voted, with 
only two abstentions, that he be asked to 
come. Mr Paulin has accepted. 

Harvard's shilly-shallying reflects the 
current of self-doubt coursing through 
American academia. One question is 
where criticism of Israel and its American 
supporters ends and anti-Semitism be- » 
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> gins. Another is what form this criticism 
should be allowed to take on campuses, 
many of which have extremely strict “hate 
codes" for any perceived racism. 

Support for Israel remains strong in 
America. Nevertheless, a "divestment" 
campaign is asking universities across the 
country to stop investing money in Israeli 
firms and in other firms that have Israeli 
subsidiaries or engage in joint ventures 
with Israelis. Harvard's investments in 
such firms, which include Intel, Arc and 
General Electric, add up to more than 
$600m. A divestment petition at Harvard 
and the Massachusetts Institute of Tech- 
nology has won thousands of signatures. 

The spread of the divestment campaign 
in recent months has added to fears that 
anti-Semitism is taking hold in American 
universities. Nasty incidents of intimida- 
tion have taken place. Harvard's president, 
Larry Summers, argues that the divest- 
ment campaign unfairly castigates Israel 
because it is a Jewish state. “My definition 
of anti-Semitism", says Alan Dershowitz 
of Harvard Law School, “is taking a trait 
that is universal and singling out only Is- 
rael for exhibiting that trait." 

Opponents of divestment argue that 
many governments commit far worse sins 
than Israel and yet are ignored by the di- 
vestment campaigners. Mr Dershowitz is 
working with students to prepare mock di- 
vestment petitions that would ask univer- 
sities to divest from Syria, Saudi Arabia 
and other countries. He says that, though 
he would be willing to sign divestment pe- 
titions for Israel and the rest together, he 
would not sign one aimed at Israel alone. 

The advocates of divestment, recalling 
that the same weapon was once directed 
at apartheid South Africa, insist they are 
not anti-Semitic. Their target, they say, is 
the relationship between the United States 
and Israel. Sam Halabi, the leader of Har- 
vard's Justice for Palestine, a student orga- 
nisation, argues that America in effect fi- 
nances the occupation and settlement of 
Palestinian territory. The very fact that Is- 
rael is a democracy, unlike the dictator- 
ships around it, suggests it will change its 
behaviour in response to such pressure. 

The row has produced some weird 
scenes. This month a group of Harvard stu- 
dents launched a "Buy Israel" campaign, 
selling such things as Israeli military T- 
shirts, the proceeds from which will be 
used to buy care packages for Israeli sol- 
diers. At Yale, pro-divestment students set 
up à "checkpoint", supposedly imitating 
Israeli checkpoints in the West Bank, 
where students in military uniforms, car- 
rying fake firearms, stopped fellow stu- 
dents as they went to class. 

Another front in the war is to be found 
on the Internet. Many scholars of Islamic 
or Middle Eastern affairs have been listed 
on a website called Campus Watch, estab- 
lished by Daniel Pipes, an academic, and 


the Middle East Forum, a pro-Israel think- 
tank. In September, Campus Watch posted 
the names of eight academics whom it ac- 
cused of downplaying the dangers of mili- 
tant Islam or exaggerating Israel's faults. 
About 100 other academics, in a gesture of 
solidarity, asked it to add their names to its 
list. Campus Watch obliged, calling them 
all “apologists for suicide bombings and 
militant Islam”. 

John Esposito of Georgetown Univer- 
sity, one of the website’s original eight, 
says he was picked out because he has ar- 
gued that extremist Islamists are a tiny mi- 
nority of the Muslim world. After the web- 
site posted his name, Mr Esposito began to 


The end of the port strike 
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Dock around the clock 


SAN FRANCISCO 


America's most successful union loses jobs, but keeps 


EVEN weary months of negotiation 

ended at 10.30pm on November 23rd 
with each side claiming victory. The 
dockers who work in America's 29 Pa- 
cific ports, represented by the Interna- 
tional Longshore and Warehouse Union 
(iL WU), and their employers in the Pa- 
cific Maritime Association (PMA) can 
both claim hard-won gains in a contract 
that will cover the next six years. 

The key change for the employers is 
the introduction of information technol- 
ogy such as bar-codes. Until now, data 
on cargo have been laboriously tran- 
scribed by members of the rt wu, rather 
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Lexington | Good ol’ Strom? 


Well, it depends on your perspective. But the old rogue certainly changed American politics 





N 1964 Strom Thurmond made history by switching parties to 

become the first Republican Senator from the Deep South since 
Reconstruction. On December 5th he should make history of a 
different sort, by becoming Congress's first centenarian. 

It is hard not to have a sneaking admiration for Mr Thur- 
mond's endurance. Granted, it would have been more sensible if 
he had retired after his seventh term, at 93. Once famous for his 
sharp wit, he now operates in a mental fog; once a fitness fanatic, 
he is now confined to a motorised wheelchair. He spends every 
night in a military hospital, and conducts most of his business 
through his veteran chief of staff, Robert “Duke” Short. But the 
old devil's life force remains an inspiration to lesser men. He 
married his second wife, a 22-year-old former Miss South Caro- 
lina, when he was 66. The happy couple went on to have four 
children, and he retains his reputation as a ladies’ man despite 
his advanced age and odd-looking hair transplant. "When he 
dies," a fellow senator once remarked, "they'll have to beat his 
pecker down with a baseball bat to close the coffin lid." 

Most men would be happy just to be remembered for that. 
Mr Thurmond will go down in the history books because he pio- 
neered one of the most important political changes in American 
history: the shattering of the Democratic Party's monopoly of 
power in the South. In 1950 the Gop had only two congressmen 
from Dixie, and no senators. Now the party has a 23-seat advan- 
tage in the House and a fair lead in the Senate. 

Yet his motives were not admirable. He switched to the Re- 
publicans for a single disgraceful reason that will always haunt 
both his reputation and that of his new party: race. 

Young Strom grew up in a world in which the Democratic 
Party in the South was synonymous with segregation. He left the 
party in 1948 in protest against Harry Truman's support for civil 
rights, and ran for president as the candidate of the segregation- 
ist Dixiecrat Party. Returning to his ancestral party, he led the re- 
sistance to civil rights, and still holds the record for the Senate's 
longest filibuster: a 24-hour-18-minute harangue against a fair- 
housing bill. He joined the Republicans because he thought that 
they would be sounder on race. 

The racism that explains Mr Thurmond's political apostasy 
also explains the Republicans' rise in the South. Barry Goldwa- 


ter broke the Democrats' hold on the South, using his decision to 
vote against the civil-rights act to win the 1964 presidential vote 
in five southern states. Richard Nixon's southern strategy was 
designed to capitalise on the white backlash against civil rights. 
Ronald Reagan launched his presidential campaign in one of the 
strongholds of segregation, Philadelphia, Mississippi. 

Hardly a pretty picture. But before trashing ol' Strom and his 
creed, itis worth remembering that the rise of southern Republi- 
canism has brought benefits as well as losses. Before Mr Thur- 
mond's apostasy, the Republicans were little more than an 
esoteric cult in the South. Now southern voters have a choice. 
They also have more influence on American politics. Before Mr 
Thurmond's desertion, the Democrats took the South for 
granted and the Republicans ignored it; now, in the era of Bill 
Clinton and George Bush, politics sometimes looks like a game 
played entirely by southerners. 

You can even argue that Mr Thurmond brought ideology to 
American politics. Before 1964, both parties had their conserva- 
tive and liberal wings, and fixers like Lyndon Johnson had enor- 
mous freedom. The battles over race and culture have left voters 
with a much clearer idea of what and whom they are voting for. 


Black, white and red all over 

There are also grounds for arguing that race has become a less 
poisonous serpent in American politics-something that Mr 
Thurmond's own career shows. During one of his long-winded 
attacks on civil-rights legislation, a fellow senator remarked to an 
aide: "Listen to ol' Strom. He really believes all that shit." Yet most 
of the evidence suggests that Mr Thurmond believed in one 
thing much more than racism: his own political career. 

He quickly softened his views when South Carolina's blacks 
(who make up 30% of the population) started voting in large 
numbers. After a black-white coalition defeated one of his proté- 
gés in the 1970 governor's race, Mr Thurmond reinvented him- 
self as an economic rather than a racial conservative. He hired a 
black staff member, doled out pork to black mayors as well as 
white, and re-engineered his constituency machine (which is re- 
ported to be one of the best in the country) so that it took care of 
blacks as well as whites. In the 1980s he voted for the voting- 
rights act and the Martin Luther King holiday. In his re-election 
in 1990 he won 20% of the black vote. 

The Republican Party too has moved on. It may attract paltry 
black support; and J.C. Watts's imminent retirement may be de- 
priving it of its only black congressman. But the modern Republi- 
cans no longer embrace race-charged issues as enthusiastically 
as they once did. The hard-line segregationists who waved Con- 
federate flags at Mr Thurmond's rallies are a dying breed. Unlike 
his predecessors, President Bush's main aim is no longer trying 
to prise conservative southerners from the Democrats (he's got 
them already). He is trying to appeal to floating voters who are 
highly suspicious of bigotry. His signature themes are lower 
taxes and national security, not explosive cultural issues. And he 
has given blacks conspicuous jobs in his team. 

Both the Senate and the White House will put on birthday 
parties for Mr Thurmond on December sth. His native state is in 
the process of naming yet more high schools, government build- 
ings, athletic centres, dams, malls and streets after him. Mr Thur- 
mond is moving into a nursing home close to the house where 
he grew up. He can contemplate his legacy, while he looks out 
over pecan trees that he planted as a boy. @ 
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Floundering in a tariff-free landscape 


CULIACAN, SINALOA 


Mexico had a breathing-space under NAFTA to reform its agricultural practices. 


Time is running out fast 


N JANUARY 1st 2003, as the North 

American Free-Trade Agreement 
(NAFTA) enters its tenth year, anew phase 
of tariff reductions on farm produce will 
take place. The United States will eliminate 
tariffs completely on several Mexican 
items, including limes and winter vegeta- 
bles. Mexico will eliminate them on a 
range of produce, including wheat, barley, 
rice, apples, potatoes and pork. This moves 
the two countries a step closer to the point, 
in 2008, when the last few tariffs on agri- 
cultural produce are due to be scrapped. 

The Americans may be cheering, but 
Mexicans are not. These tariff reductions 
have occasioned the gloomiest predictions 
about the decline and fall of the entire agri- 
culture sector, the end of the Mexican 
countryside, even the demise of the tor- 
tilla, the staff of Mexican life. In 2001, Mex- 
ico ratcheted up a deficit of more than $2 
billion in farm trade with America. Once 
tariffs go, the country will surely be 
flooded by cheap American imports. Op- 
position politicians have been calling for 
the tariff reductions to be postponed, and 
even for NAFTA to be renegotiated. 

Slim chance of that. But any Mexican 
government has to listen seriously to farm- 
ers, who make up a huge political constitu- 
ency. About 8m people—22% of Mexico's 
active labour force—work in the country- 
side, although they generate only 4.4% of 
GDP. Yet rather than taking any difficult, 
strategic decisions, the government of 
President Vicente Fox has spent the past 


few months producing a tranche of subsi- 
dies, price supports and anti-dumping 
measures (such as a tariff of 46.5% on Yan- 
qui Golden Delicious apples) to appease 
the farming lobby. On November 18th, the 
government announced a $10-billion pro- 
gramme to *armour-plate" farmers against 
the supposed effects of the January tariff 
reductions, including higher price sup- 
ports for certain grains. 

Unfortunately, these measures have 
appeased nobody in Mexico, while es- 
calating what is, in effect, a trade war with 
the United States. Farmers' groups in Mex- 
ico are unimpressed with the armour-plat- 
ing, arguing that the $10 billion is in fact a 
re-formulation of existing funds. On the 
other hand, the only items that now seem 
to be freely traded between Mexico and 
the United States are recriminations over 
each country's subsidies. This week the 
under-secretary at the Department of Agri- 


1 Hardly pampered by some standards 
Producer support estimate: 
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culture in Washington, J. B. Penn, argued 
that Mexico’s subsidies “question the effi- 
cacy of agreements like NAFTA”. 

Sheer hypocrisy, the Mexicans reply. 
They are merely responding to President 
George Bush's farm bill, which will lavish 
about $180 billion on American farmers 
over the next ten years. Farmers north of 
the Rio Bravo are much more heavily sub- 
sidised than Mexicans (see charts); but 
they argue, in turn, that their subsidies are 
piffling compared with those enjoyed by 
farmers in Europe and Japan. 

A subsidy war with America is one the 
Mexican government can never win in 
terms of hard cash. Neither will it help 
Mexico's farmers in anything but the shor- 
test term, since subsidies merely entrench 
the manifest inefficiencies in the system. 
One government official in the rural state 
of Sinaloa, in the north-west, estimates 
that about 15% of subsidies, siphoned off 
by corrupt bureaucrats, never reach the 
farmers and producers in any case. More 
thoughtful Mexican farmers, such as 
Eduardo Palau in Sinaloa, would rather see 
steadily liberalising trade than subsidies. 

The 2003 tariff eliminations will, in 
fact, make almost no material difference. 
These tariffs have been gradually reduced 
since 1994; most of them will come down 
from only 1.5% or 2% to zero on January 1st. 
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> The real problemis not NAFTA and Ameri- 
can subsidies, but Mexico’s failure to adapt 
to trade liberalisation in general since the 
mid-1980s, when it first acceded to the 
General Agreement on Tariffs and Trade 
(GATT). Since gaining access to all those 
shiny new markets in America and the 
European Union, Mexican agricultural 
production has either declined, collapsed 
or grown only slightly. For all types of 
beans, for instance, production fell on av- 
erage by 0.7% a year between 1980 and 
2001. Wheat production has fallen by 57% 
since 1980, and soyabean production by 
about one-sixth. NAFTA merely acceler- 
ated all this. Mexicans, and world markets, 
have preferred cheaper alternatives. 

Mexican governments failed to take ad- 
vantage of the ten-year transition period, 
while the tariffs were being phased out, to 
invest in infrastructure improvements 
such as irrigation. It is the high cost of Mex- 
ican farming that makes it so uncompeti- 
tive. Mr Palau argues that farming in the 
state of Sinaloa has become almost as effi- 
cient as in the United States, with yields 
per hectare increasing from 2.9 tons in 1981 
to 8.5 tons in 2001. But local farmers are still 
going out of business because their costs— 
from diesel to electricity to credit—are 
about a third higher than those north of 
the border. Poor transport makes a crucial 
difference: it costs about three times as 
much to deliver corn by rail from Sinaloa 
to Mexico city as it does to ship it there 
from New Orleans via Veracruz. 

These are what the Americans this 
week politely, and correctly, called Mex- 
ico’s “structural” challenges. While the 
country’s farmers are being exposed to the 
full force of world competition, they are 
saddled with artificially high costs be- 
cause much of the rest of the economy 
consists of public or private monopolies 
sheltering behind legal and constitutional 
barriers to competition. 

The worst moment will come in 2008, 
when tariffs are eliminated on American 
corn. Because corn is so central to Mexican 
agriculture—using about 55% of cultivated 
land-it was afforded special protection 
under NAFTA in 1994, with a tariff of 206% 
on imports over 2.6m tons a year and a 15- 
year phase-out to zero. But so feebly have 
Mexican farmers risen to the challenge of 
feeding their own protected market that, 
since 1994, Mexican governments have 
regularly imported much more than the 
import quotas. Furthermore, they have not 
collected the revenue from the tariffs, argu- 
ing that they need cheap corn to keep the 
poor supplied with tortillas. 

There are about 3m corn-growers in 
Mexico, with an average of five depen- 
dants each. Mexico's government has 
squandered the first ten years of NAFTA's 
transition period. It now has five years left 
to make its farms competitive. Don't hold 
your breath. 8 





Haiti 
Frustration boils 
OVer 


PORT-AU-PRINCE 
The Aristide regime is holding off its 
enemies—but for how long? 


OFTEN seems that affairs in this be- 
nighted country can get no worse; and 
yet they have. After more than two years 
of political stalemate over flawed elec- 
tions in May 2000, leading to the loss of 
$500m in vital international aid, continu- 
ous opposition protests are shaking the 
government of President Jean-Bertrand 
Aristide, once seen as Haiti's saviour. 

On November 17th some 15,000 people 
marched in Cap Haitien, and a former Hai- 
tian army officer with coup experience, 
Himmler Rebu, urged Mr Aristide to resign. 
On November 20th, four people were shot 
dead in Petit-Goave. Two days later, gov- 
ernment counter-protesters filled the 
streets of Port-au-Prince, the capital, with 
burning barricades. 

Could Mr Aristide be on his way out, 
only 21 months into his five-year term? He 
lost power in a coup once before, after all, 
and the United States had to reinstate him. 
Last weekend brought rumours that he 
was about to be airlifted out of the country 
by an American air force plane spotted at 
Port-au-Prince airport; but it was there, ap- 
parently, only to deliver Thanksgiving tur- 
keys to the American embassy. 

The Americans are watching carefully, 
especially since a boatload of more than 
200 Haitians made it to the shores of Flor- 
ida late last month. They want no repeat of 
the exodus of 1993-94, when thousands of 
Haitians took to the seas and ended up in 
camps in Guantanamo Bay in Cuba-not 
least because those camps are now stuffed 
full of al-Qaeda detainees. 

But frustration in Haiti may be reaching 
boiling point. Thisis the poorest country in 


the western hemisphere, and getting 
poorer. The value of the local currency, the 
gourde, has fallen more than 30% in the 
past six weeks. As Haiti imports so much 
of its staple food, inflation is running at 
169; and price increases occur almost 
weekly. Businessmen speak of “a climate 
of fear", and opposition groups complain 
that the government often uses local 
gangs, known as chimeres (after the fire- 
breathing monsters in Greek mythology) 
to break up protests with rocks and guns. 

A gleam of light came last September, 
when the United States agreed to support 
the unfreezing of aid for Haiti if proper 
elections were held next year, a new elec- 
toral council was set up and public secu- 
rity was improved. But the government 
has dragged its feet. The deadline for creat- 
ingthe electoral council passed on Novem- 
ber 4th, and the government was also mi- 
serly in compensating opposition leaders 
whose homes were burned by pro-govern- 
ment mobs last December. A national pro- 
gramme of disarmament has taken few 
weapons off the streets. 

Most analysts believe, however, that 
the opposition still lacks the popular back- 
ing to force Mr Aristide out. He remains a 
symbol, though an increasingly tarnished 
one, of the country's determined indepen- 
dence. “Haitians are all about resistance,” 
says Richard Coles, a progressive business- 
man and former president of the Haitian 
Manufacturers' Association. "They would 
rather starve than kneel." At present, starv- 
ing looks a strong possibility. = 


Ecuador 


A colonel takes 
charge 


QUITO 


His first urgent task: sweet-talk the IMF 


UST 22 months ago, Lucio Gutierrez was 

under barracks arrest for helping to lead 
a coup which ousted Ecuador's then presi- 
dent. Last weekend he won the job for 
himself, beating Alvaro Noboa, a banana 
billionaire, in the run-off ballot with 5496 
of the vote. Yet the 45-year-old retired colo- 
nel faces a tough road ahead. Although he 
has proved himself flexible and keen to 
seek consensus, he is a political neophyte 
who faces a divided and hostile Congress. 
He must also deliver quickly on promises 
to fight corruption, increase social spend- 
ing and create new jobs, if he is to avoid 
disillusioning the electorate. 

Mr Gutierrez rose to fame after leading 
an uprising, backed by Ecuador's powerful 
Andean Indian movement, to overthrow 
President Jamil Mahuad in January 2000. 
After his six-month spell in jail, he formed » 
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* his own Patriotic Society Party and forged 
an electoral alliance with the Indians' po- 
litical arm, Pachakutik, trade unions and 
far-left groups to launch his bid for the 
presidency. 

His military ties remain strong. He 
wore olive-green gear for much of his cam- 
paign, and most of his closest advisers are 
former army officers. His messianic drive 
to fight corruption and help the poor—he 
offered them, among other things, cheap 
housing and free health care-is also 
largely driven by his military background. 
Ecuador's armed forces see themselves as 
the people's protectors against the coun- 
try's elites. Since the return to democracy 
in 1979, they have maintained strong ties 
with the Indians and rural folk. 

Mr Gutierrez is the first candidate to 
harness the growing political power of the 
Indians, who make up about a quarter of 
Ecuador's population of 12m. But keeping 
their support and that of the trade unions 
may not be easy. Despite radical promises, 
tailored to these allies, to seek an alterna- 
tive to dollarisation and to form a Latin 
American regional front to renegotiate the 
continent's external debt, Mr Gutierrez, 
who calls himself a "pragmatist", has 
moved firmly to the centre. 

He has to. Ecuador can no longer print 
money to cover spending shortfalls; it has 
annual debtservice requirements of 
around $2 billion, or more than one-third 
of the budget; it has no access to interna- 
tional capital markets, and on top of that 
the oil price is static. Somehow, Mr Gutier- 
rez must secure a new loan from the IMF. 
To calm lenders' nerves, he has promised 
to honour his debt obligations, increase oil 
production by granting concessions to for- 
eign investors, strengthen dollarisation 
and include business types in his cabinet, 
which will be picked soon. 

Yet treading this straight and narrow 
path could cost the president dearly. His 





Now wearing a suit 


less about his new-found moderation; and 
this coalition, in any case, holds barely à 
fifth of the seats in Congress. Nor can Mr 
Gutierrez hope to find support elsewhere. 
As à political outsider, he threatens the es- 
tablished support base of the main par- 
ties—especially the Social Christians, with 
25 seats and the presidency of the cham- 
ber—and none of them wants to see his 
government succeed. His most likely allies 
could be the populist Roldosista Party, 
with 15 seats, and dissident members of 
the Democratic Left party. 

At best, Mr Gutierrez-like the current 
president, Gustavo Noboa—may be able to 
construct alliances on a case-by-case basis. 
At worst, he will face a strong anti-govern- 
ment coalition that will try to frustrate him 
and kick him out of office. He will be lucky 
to survive longer than his two elected 
predecessors, both of whom were ejected 
before they had served 18 months. m 


Ontario politics 


Lurching leftwards 


TORONTO 
After Thatcherite austerity, a complete 
(though tactical) change of heart 


NIE EVES is sparing no effort to erase 
his past. As Ontario's finance minister 
from 1995 to 2001, he led a conservative 
"common sense revolution" that reversed 
a decade of profligacy in Canada's richest 
and most populous province. In spite of 
lowering taxes and producing back-to- 
back budget surpluses for the first time in 
half a century, Mr Eves and his Progressive 
Conservatives won few hearts or minds as 
schools and hospitals closed, cities were 
starved of funds and government services 
were contracted out to business. 

Mr Eves is now Ontario's premier, argu- 
ably the second-most-powerful job in 
Canada, and his revolutionary zeal has 
waned. An election is possible in 2003, 
and Mr Eves knows that politicians in On- 
tario have seldom lost votes by courting 
mainstream opinion. The Tories' message 
has thus abruptly shifted from “common 
sense" to "compassion". 

Mr Eves has shelved promised tax cuts, 
rather than take the axe again to public 
spending. Hardly a day passes without the 
"Ernie Eves government", as the Tories 
now describe themselves, trumpeting a 
new health-care or education programme. 
Last month, the government said it was 
setting aside C$500m over the next two 
years to give Ontario "the best and tough- 
est clean-water policies in the world", 
closely modelled on proposals made by 
the leftish New Democrats. 


Indian and leftist backers are already rest- 





The u-turn has been most abrupt in the 
electricity market. Mr Eves, who was once 
an investment banker, has upset his for- 
mer colleagues on Toronto's Bay Street by 
pulling the plug on plans to encourage 
competition. He has bowed to trade un- 
ions and environmental groups by cancel- 
ling the privatisation of Hydro One, which 
operates one of North America's biggest 
power-transmission networks. Earlier this 
month, he brought competition in the re- 
tail market to a screeching halt by capping 
prices for the next four years and reimburs- 
ing consumers for a surge in electricity bills 
during this year's sweltering summer. 

The electricity mess could have serious 
consequences for Ontario’s finances. 
Without the Hydro One privatisation, 
which was expected to raise more than 
C$5 billion, Mr Eves will find it difficult to 
balance this year's budget—as he is obliged 
to under another pillar of the common- 
sense revolution, a balanced-budget law. 
The consumer rebates and losses at On- 
tario Power Generation, the provincially- 
owned generating company, have stalled 
repayment of over C$30 billion of 
“stranded debt” which the government 
took over from Ontario Hydro, the former 
power monopoly that the Tories broke up 
as a precursor to deregulation and privati- 
sation. Much higher electricity charges are 
likely as investors shy away from putting 
money into new power plants in the prov- 
ince, once the price cap is lifted. 

It is not yet clear whether Mr Eves's 
about-turn will rescue the Tories in time 
for the coming election. According to a re- 
cent Ipsos-Reid poll, support for the gov- 
ernment has dropped since he took office. 
But other polls show that voters have a 
higher opinion of Mr Eves personally than 
of Dalton McGuinty, the Liberal leader. It 
is proving very hard for Mr McGuinty to 
offer an alternative to the new Tories, with 
their social consciences and their sud- 
denly bleeding hearts. 

A revival in the Ontario Tories’ fortunes 
is unlikely to rub off on their struggling 
federal counterparts. Many who vote Pro- 
gressive Conservative in provincial elec- 
tions prefer to send members of the even- 
more-conservative Canadian Alliance to 
the federal Parliament in Ottawa. In the 
past three federal elections, the right-of- 
centre vote has split between the Tories 
and the Alliance (formerly the Reform 
Party), allowing the Liberals to capture all 
but a handful of Ontario’s 103 seats in Par- 
liament. Ontario’s canny voters have 
elected different parties at the federal and 
provincial levels for 56 of the past 76 years. 

Mr Eves’s predecessor, Mike Harris, 
championed a united, right-wing federal 
party, and his name is still mentioned as a 
future leader of one. But the current pre- 
mier shows little interest in federal politics. 
For now, he has his hands full distributing 
compassion in his own back yard. m 
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The inspectors arrive 


An unenviable task begins 


N NOVEMBER 27th, an advance party 

of 17 inspectors from Unmovic and 
the 1AEA—the two United Nations agen- 
cies charged with finding and destroying 
any weapons of mass destruction that Iraq 
may have developed—began their detec- 
tive work. Theirs is a delicate task. They 
must be cordial to their hosts, but tough in 
the face of any shenanigans. They need to 
persuade America that the inspection re- 
gime is robust, while at the same time as- 
suring other governments that they are not 
simply American stooges. They will also 
be burdened by the knowledge that their 
findings could unleash a war. 

Understandably, Hans Blix, the head of 
Unmovic, has been sounding tough and 
conciliatory by turns. In Iraq, he has dan- 
gled the prospect of an end to economic 
sanctions. The inspectors did not immedi- 
ately use the most intrusive powers that 
the UN resolution of November 8th affords 
them, such as unrestricted access to Sad- 
dam Hussein’s so-called presidential pal- 
aces, and the ability to whisk Iraqi sources 
and their families to other countries to be 
questioned. They first visited a scientific 
research centre, a graphite plant, and a mis- 
sile engine testing facility. 

Given the relatively puny resources at 
the inspectors’ disposal—there will eventu- 
ally be between 80 and 100 of them in Iraq 
at any one time-this low-key start was un- 
surprising. It could also help to rebut the 
view, expressed by the Iraqi foreign minis- 


ter on November 23rd in a letter to Kofi An- 
nan, the UN secretary-general, that the UN 
resolution was merely a pretext for war. 
Despite this belief, Iraq did not hinder 
the first inspections. But Iraqi officials 
have, according to Mr Blix, already begun 
to argue that presidential sites should be 
treated differently from common-or-gar- 
den factories. The Unmovic and IAEA 
teams will be prepared for the sort of du- 
plicity and harassment that plagued the 
last inspection regime, which ended ran- 
corously in 1998. They also know that the 
Iraqis may have tried to bamboozle them 
by hiding controversial equipment under- 
ground, in cities or on mobile trucks. 


The paths to war 
For their part, the inspectors are armed 
with sophisticated kit to detect nuclear 
and biological activity, though a more po- 
tent tool is likely to be intelligence, ideally 
from Iraqi whistleblowers. Their biggest 
asset, though, is the unity of the UN. To pre- 
serve it, Mr Blix sounded suitably uncom- 
promising when he addressed the Security 
Council on November 25th. His personal 
credentials have been questioned by some 
close to the Bush administration, which re- 
mains sceptical about an inspection pro- 
cess that it feels Iraq is unlikely to honour. 
Although it has not pressed the point, 
America has also argued that, by firing on 
planes patrolling the “no-fly zones" over 
the north and south of the country, Iraq 
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may already be in “material breach" of the 
UN resolution, and therefore liable to the 
"serious consequences" it stipulates. But 
the full account of its weapons pro- 
grammes, which Iraq is obliged to give to 
the inspectors and the Security Council on 
or before December 8th, is likely to be Mr 
Hussein's first big chance to ignite a war. 
Mr Blix says that if Iraq persists in claiming 
to have no weapons of mass destruction, it 
will be obliged to prove this negative. It 
could take a year for inspections to yield a 
full and fair picture of Iraq's armoury. 

In any case, the discovery of incrimi- 
nating evidence (in a country around the 
size of California ) is less likely to be a trig- 
ger for hostilities than obstruction of the 
inspectors. Preparations for war have con- 
tinued, in the form of intense patrolling of 
the no-fly zones, and a declaration by the 
leaders of the 19 NATO countries at last 
week's Prague summit, which promised 
"effective action" to deal with Iraq. Amer- 
ica has also provoked a wrangle at the UN 
by arguing that some of the commodities 
Iraq is allowed to import under the oil-for- 
food programme could have military uses, 
and ought to be proscribed. 

Countries suspected of selling arms to 
Iraq have also been coming under scru- 
tiny. A new report by the International Cri- 
sis Group, a think-tank, details the sale of 
armsto Iraq by Serbian companies. On No- 
vember 25th, an Anglo-American report 
revived the international spat over 
whether Ukraine had sold radar-detection 
equipment to Iraq, and whether Leonid 
Kuchma, Ukraine's president, knew about 
it (Mr Kuchma was roundly snubbed 
when he turned up in Prague.) The investi- 
gators who visited Ukraine complained 
that while some officials co-operated, vital 
information was withheld. As events in 
Iraq unfold, that may become a depress- 
ingly familiar lament. 8 
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42 Middle East and Africa 


Iran 


Revolting against 
the Revolution 


TEHRAN 
Student protests could spark something 
bigger. Or they could be squashed 


AS it a wobble? It looked this week 
as though the hardest of the hard- 
liners was indeed wobbling, in the latest 
confrontation between Iran’s conserva- 
tives and its reformers. On November 
26th, four prime movers behind this 
month's student protests were arrested, 
apparently at the behest of the Revolution- 
ary Court, which deals with offences that 
affect national security. The next morning, 
they were freed on the orders of the Su- 
preme National Security Council, which 
contains several conservatives, as well as 
reformists such as the president, Muham- 
mad Khatami. Some reformists detect 
signs of division among their opponents. 
This impression was reinforced by an 
apparent conflict between Iran's supreme 
leader, Ayatollah Ali Khamenei, and 
Abdulnabi Namazi, the prosecutor-gen- 
eral. Mr Namazi this week ruled out an 
automatic review of the death sentence on 
Hashem Aghajari, a free-thinking aca- 
demic convicted of apostasy for daring to 
criticise Iran's theocratic system. That sen- 
tence, passed three weeks ago, had pro- 
voked the student protests. If Mr Aghajari 
wished to avoid being executed, Mr Na- 
mazi said, he would have to appeal, which 
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he has so far refused to do. By contrast, the 
supreme leader had earlier tried to defuse 
the row by ordering a review of the sen- 
tence, appeal or no appeal. 

It had seemed as though a truce was in 
place, after the demonstrations that had 
climaxed, on November 12th, in a day of 
mostly peaceful strikes and protests on 
campuses. After Mr Khamenei's interven- 
tion, Mr Khatami's government obligingly 
withdrew its support for the demonstra- 
tions. Student activists, understanding 
that the police would no longer protect 
them from bullies hovering on the side- 
lines, halted their open-air protests. 

The student leaders will soon be in 
court. Akbar Attri, one of them, expects to 
be charged with "acting against national 
security". Three other reformists were ar- 
rested shortly before Mr Aghajari received 
his death sentence, and have apparently 
been denied access to lawyers. 

Parliament is currently discussing two 
bills, tabled by the president, that seek to 
break the power of the establishment be- 
low Mr Khamenei. The president knows 
that, were he to retract the bills, Mr Agha- 
jari and other reformists facing trial would 
be the first to benefit. But Mr Khatami, his 
allies say, is standing firm. According to 
these allies, if the bills are ratified by parlia- 
ment and then, as seems likely, rejected by 
a conservative upper house, the reformist- 
dominated parliament will call a referen- 
dum on the kind of government Iranians 
want. That would bring them head to head 
with Mr Khamenei, whose approval is 
needed for the staging of a referendum. 

It may never happen. One conservative 
newspaper, which often prints news be- 
fore it occurs, has hinted at a coming on- 
slaught against reformist parliamentari- 
ans. The bullies who beat down student 
protests in 1999 are on the streets again. 
The deputy head of the Revolutionary 
Guard has said the basij militia will not 
hesitate to "enter the scene" in the face of 
"domestic threats that attack the essence 
of the system". 

Mr Khamenei and other conservatives 
have made it clear that they regard Mr Attri 
and his colleagues as such a threat. Though 
they are few in number, the student activ- 
ists are in the vanguard of a movement to 
reject not only religious dictatorship, but 
also the "religious democracy" that Mr 
Khatami has struggled ineffectively to in- 
stall. Mr Attri wants to start a campaign of 
civil disobedience. 

For the moment, dissidents like Mr Attri 
are being defended even by moderate re- 
formists. Will that enable the students to 
lead a wider revolt, now that they have 
staged the most widespread protests seen 
in Iran for years? Probably not. Most Irani- 
ans, whatever their dissatisfaction with 
the status quo, are loth to get involved. As 
Iran's struggle approaches its conclusion, 
they just wantto be out of the firing line. = 








Riots in Nigeria 


Beauty and the 
beastliness 


KADUNA 


Miss World was not to blame 


ITH a bullet in his arm and jeans 

drenched in blood, Kamil Lawal lies 
motionless in a hospital bed. Around him 
are dozens of badly injured men and 
women, casualties of the riots that bat- 
tered the northern city of Kaduna last 
week. At least 220 people died, more than 
1,000 were injured, and 11,000 lost their 
homes, all because of Miss World. 

At least, that is how the mayhem has 
been portrayed. Some Muslims were in- 
deed outraged that the world's favourite 
beauty contest was due to take place in Ni- 
geria during the holy month of Ramadan. 
This Day, a Nigerian newspaper, inflamed 
matters by deriding Muslim opposition to 
the pageant and suggesting that the Pro- 
phet Muhammad, had he been alive, 
might have married one of the beauty 
queens himself. 

News of this alleged blasphemy spread 
fast, by word of mouth and via text mes- 
sages. Imams raged, and protesters torched 
This Day's office in Kaduna. For the next 
four days, mobs of young Muslims ran 
amok, burning down churches, bars and 
brothels, smashing crates of beer in the 
streets, and killing their Christian neigh- 
bours. Christians responded by burning 
mosques and killing Muslims. Miss World 
was moved to London, and the beauties 
fled, doubtless regretting that they had not 
packed enough winter clothes. 

Some western commentators tut-tutted 
that the pageant's organisers should never 
have tried to stage such an immodest spec- 
tacle in such a conservative country. Thisis >» 






> unfair. Beauty contests have been popular 
in Nigeria for decades. Every year, young 
women from all over the country, includ- 
ing many Muslims, vie for titles such as 
Miss Nigeria, QueenAfrik, and The Most 
Beautiful Girl in Nigeria. Such pageants 
rarely spark riots. 

But Kaduna is unusually fissile. Its 
population is evenly divided between 
Muslims and Christians, who fight often 
and hard. Two years ago, when Kaduna 
state followed other northern Nigerian 
states (which are mainly Muslim) and in- 
troduced sharia criminal law, 2,000 peo- 
ple died in street battles. 

Kaduna's governor, Ahmed Muham- 
mad Makarfi, is Muslim, but his more fiery 
co-religionists think he is too soft on Chris- 
tians. He fails to enforce sharia, they say: al- 
cohol is still openly sold in Kaduna. What 
is more, he supports Nigeria’s president, 
Olusegun Obasanjo, the first southern 
Christian head of state for years. The riot- 
ers tore down Mr Makarfi's campaign bill- 
boards (there are elections next year), 
looted a shopping centre he is rumoured to 
own and called for his head. 

Factions within the ruling party (to 
which Mr Makarfi belongs) may have used 
the riots as an excuse to thump each other. 
Political office is lucrative in Nigeria, not 
only for the office-holder, but also for his 
kith and kin. Mr Makarfi has been criti- 
cised for the way he awards public-works 
contracts, and for having spent millions 
moving two state universities to his home 
town. Power without accountability is 
worth fighting for. 

The riots might have been less lethal if 
the security forces were more competent. 
But many of the injured say they were shot 
by the police. Mr Lawal, for example, says 
he was shopping when the police mistook 
him for a rioter and opened fire. 

Since 1999, when Mr Obasanjo came to 
power, 10,000 Nigerians have died in eth- 
nic and religious violence. He blamed the 
latest carnage on the press. The editor of 





Careless words cost lives 


the offending issue of This Day was ar- 
rested by the secret police. The author of 
the offending article, a female fashion 
writer, resigned and fled the country. The 
governor of Zamfara, another northern 
state, issued a fatwa calling for her to be 
killed. Mr Obasanjo's information minis- 
ter accused the foreign media of conspir- 
ing "to show that Nigeria is incapable of 
hosting an event like Miss World". m 


Forty million 
orphans 


WINDHOEK 


How AIDS will disrupt African society 


UST as the bubonic plague overturned 

the social order in medieval Europe, 
AIDS will reshape Africa. But how? This 
week, as the UN released horrifying new 
figures for the global epidemic (see page 
94), representatives of 22 governments sat 
down with experts in Windhoek, the Na- 
mibian capital, to discuss scenarios. 

The outlook is unimaginably grim. Of 
the 42m people infected with Hrv, the vi- 
rus that causes AIDS, three-quarters live in 
Africa. In some southern African coun- 
tries, more than a third of adults carry the 
virus, a rate once thought impossible. A 15- 
year-old boy in Botswana has an 8096 
chance of dying of AIDS. 

Among the many ways that this is des- 
tabilising the continent, perhaps the most 
worrying is the exploding population of 
orphans. Those who die of Arps often 
leave children behind, most of whom are 
not infected. Counting all those under 15 
years old who have lost at least one parent, 
Africa already had 34m orphans last year. 
By the end of the decade, that is predicted 
to rise to 42m, half orphaned by AIDS. 

A huge number of children without pa- 
rental guidance is likely to spell trouble. 
Orphans are far more likely than other 
children to miss school, turn to begging or 
prostitution, fall sick, fail to be inoculated, 
pass on diseases, and die young. In Mo- 
zambique, 68% of children with both par- 
ents alive attend school, compared with 
only 24% of those with no parents. 

Orphans are often disruptive. In Latin 
America in the 19805, street children drove 
up crime rates and were both the perpetra- 
tors and the victims of horrendous vio- 
lence. Africa's orphans are far more nu- 
merous. Crowds of them congregate at 
traffic lights in Nairobi, Lusaka and Johan- 
nesburg, begging, sniffing glue and pilfer- 
ing. Many are traumatised, having 
watched their parents slowly waste away 
and die. Most are shunned because of the 
stigma surrounding death by Arps and the 


assumption that they carry the virus too. 

Such children slip easily into delin- 
quency. In ten years' time, the UN esti- 
mates that one-third of South African 18- 
year-olds will have no mother. Doug 
Webb of Save the Children, a global char- 
ity, predicts “mass psychological pro- 
blems". Others link South Africa's high in- 
cidence of rape, especially of children, to 
the large numbers of men brought up in 
broken families in the 1970s and 19805. If 
this is true, things can only get worse. 

In the rest of Africa, the big worry is or- 
phans with guns. They are "putty in the 
hands of warlords", says Hamish Young of 
UNICEF. Abandoned children know their 
lives are likely to be short, so they figure 
they may as well seek thrills while they 
can. Gangs or rebel armies can provide 
substitute families, while orphans can 
make attractively nihilistic recruits. Chil- 
dren as young as five fought in civil wars in 
Sierra Leone, Liberia, Congo and Uganda, 
and have been responsible for many of the 
worst atrocities. Some observers think 
AIDS is partly to blame for the mayhem in 
Zimbabwe: the country has a million or- 
phans and many more young men who 
expect to die young, easy recruits for land- 
grabbing militias. 

What can be done? Extended families 
do a heroic job of caring for orphans and 
preventing delinquency. Typically, a 
grandmother takes on children after her 
daughter dies. Where governments can af- 
ford to help, as in South Africa, Namibia 
and Botswana, bigger pensions and foster 
grants can keep families together. 


No parents, no grandparents either 

But as today’s grandparents die of old age, 
and the middle generation succumbs to 
AIDS, there will be fewer people to care for 
future orphans. Carol Bellamy, the head of 
UNICEF, says that Arps and hunger have 
already placed an unbearable strain on 
over-extended families in southern Africa. 
She predicts “an entirely disaffected, angry 
generation of children”. 

Many children are left looking after 
their even younger siblings. Child-headed 
households are becoming common. They 
need help. But few African governments 
are prepared to give grants to minors; 
many do not even allow them to inherit 
property. Nor are they keen on building 
day-care centres or orphanages, even 
cheap village ones. 

Is there any hope? Much more could be 
done to keep infected parents alive. If 
cheap anti-retroviral drugs were widely 
and safely distributed and better food and 
nursing care made available, mothers and 
fathers could expect to live for several 
more years. Children would of course 
rather stay at home than go to granny or 
join a gang. But without massive foreign 
aid, Africa cannot afford much in the way 
of drugs, food or nursing. a 
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Austria's general election 


The revival of the mainstream right 


VIENNA 





How has a far-right populist in Austria been marginalised? In this article and three 
others we look at countries where immigration has become controversial 


OR 16 years, Jörg Haider, a far-right pop- 

ulist, had been siphoning votes away 
from Austria's two main parties, the Social 
Democrats on the centre-left and the Peo- 
ple's Party on the centre-right, turning his 
Freedom Party from a midget into Austria's 
heftiest party after the Social Democrats. 
No more. In a general election on Novem- 
ber 24th, the Freedomites plunged from 
their record 27% of votes cast last time, in 
1999, to just over 10%. The People's Party 
led by Austria's incumbent chancellor, 
Wolfgang Schüssel (pictured above), who, 
amid much initial rancour, had been gov- 
erning in tandem with the Freedom Party, 
has turned from prey into predator. 

A whisker behind Mr Haider's lot in 
1999, Mr Schüssel's party jumped into first 
place for the first time since 1966, with 42% 
of the vote. But with 79 of parliament's 183 
seats, his People's Party still needs a co- 
alition partner. Who will it be? Could Mr 
Schüssel rule with a minority in parlia- 
ment? How much did the politics of immi- 
gration affect the election result? And is Mr 
Haider out of the picture for good? 

Despite his poor showing, Mr Haider 
may be around for some time yet. A day 
after the election, he said he would resign 
as party leader but changed his mind over- 
night. Since then, he has threatened to 
purge his party of many of his critics, in- 
cluding Karl-Heinz Grasser, the outgoing 
coalition's popular finance minister, to 
whom Mr Schüssel has promised the same 
job in a new government. Confusingly, Mr 


Haider then withdrew his expulsion 
threat. In any case, with the maverick pop- 
ulist still in charge of an albeit diminished 
party, Mr Schüssel will think twice before 
renewing a deal with it. 

With which other lot, then? On paper, 
the Greens, whose vote went up a shade to 
9%, might fit the bill. But they have firmly 
ruled out a deal; many of them cannot for- 
give Mr Schüssel for his previous dalliance 
with Mr Haider. 

That leaves the Social Democrats, led 
by Alfred Gusenauer. Their vote went up 
from 33% to 37%. They have often shared 
government with the People's Party be- 
fore. Austria's president, Thomas Klestil, is 
already calling for another such “grand co- 
alition”. But the mood among Social Dem- 
ocrats is against, especially as they would 
be the junior partner in the marriage. 

So a minority government led by Mr 
Schüssel cannot be ruled out. That, think 
some Viennese pundits, could lead to 
chaos-and another election soon. But oth- 
ers point out that several Nordic countries 
have recently been governed, quite sat- 
isfactorily, by minority governments. 

Moreover, the Social Democrats de- 
mand for higher social spending is just 
what makes Mr Schüssel and Austria's ma- 
jority of voters on the right most queasy. 
Indeed, one reason for the People's Party 
victory in Austria was the recent dismal 
economic performance of neighbouring 
Germany's "red-Green" coalition. 

So Mr Schüssel is all but certain to stay 
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in power. On the whole, he has won ful- 
some plaudits for his adept handling of Mr 
Haider. Mr Schüssel knew he was taking a 
risk when, amid a storm of international 
criticism, he first embraced Mr Haider's 
party in a coalition. Then he managed to 
persuade its more sensible members to es- 
chew the nastier parts of their credo, while 
himself adopting some of its more reason- 
able policies, such as faster privatisation 
and trimming the state sector. 

As Mr Haider saw leading figures in his 
party being sucked into the more respect- 
able right-wing establishment, he found 
himself isolated. In a bid to restore his 
party's credentials as an anti-establish- 
ment protest movement, its maverick 
leader reverted to extreme rhetoric and be- 
haviour-making yet another friendly 
visit, for example, to Iraq's Saddam Hus- 
sein. The upshot was that many Austrians 
who had voted for Mr Haider were lured 
back to the mainstream parties, especially 
to Mr Schüssel's. 


Xenophobia muzzled 
As for immigration policy, the inclusion of 
the Freedom Party in government for the 
past three years has made only a slight dif- 
ference. The lot of newcomers cannot be 
said to have got bleaker, despite fears that 
it would. They now have to undergo com- 
pulsory German-language lessons. Quo- 
tas for immigrants have got marginally 
smaller. And, more recently, welfare for 
asylum-seekers from places such as Ko- 
sovo that can no longer be deemed zones 
of conflict has been reduced. But Austria 
has not become notably harsher in its 
treatment of immigrants than it was before 
the Freedom Party joined the government. 
Strikingly, immigration was very much 
less of an issue than in previous elections. 
Pollsters suggest that the bilateral politi- 
cal sanctions imposed against Austria by 
its 14 fellow European Union countries » 





> after the right-wing coalition was formed 
in 2000 were counter-productive. The new 
government's ratings stayed high, thanks 
to an enhanced feeling of national solidar- 
ity. After the sanctions were lifted, Mr 
Schüssel and his supporters felt vindi- 
cated. With Mr Haider personally kept out 
of national power in Vienna and restricted 
to his governorship of the southern prov- 
ince of Carinthia, he was increasingly re- 
duced to the margin. 

Yet the Freedom Party, supported as 
much for its anti-establishment flavour as 
for Mr Haider's xenophobia, continued to 
stay above 20% in the opinion polls during 
and after the country’s ostracisation. It was 
only this August, when Mr Haider started 
to fight within his party and revert to 
rabble-rousing, that its support dived. 

He then embarrassed his own party's 
new figurehead leader, Mathias Reich- 
hold, by appointing extremists to key posts 
in the party and by flying off to Baghdad. 
When Mr Reichhold fell ill, an old Haider 
loyalist, Herbert Haupt, took over in Octo- 
ber. But by then, Mr Haider's renewed ver- 
bal attacks—against foreigners, the EU and 
Mr Schüssel himself-no longer made 
sense to so many Austrians. For many of 
them, he had turned from hero into fool. 

In sum, it was Mr Schüssel's skilful 
manipulation and attention to some of the 
more reasonable of the Freedom Party's 
causes, rather than immigration policy or 
scolding from Brussels that brought Mr 
Haider down. As a result, Austria's main- 
stream, respectable right has acquired a 
rare, if perhaps short-lived, ascendancy. m 


Denmark's politics 


A tale of two 
Rasmussens 


COPENHAGEN 
One lost the election, the other came 
out on top and is still there 


YEAR ago he crushed the Social Demo- 

crats in a general election. Today, An 
ders Fogh Rasmussen is still riding high in 
the opinion polls, and the opposition is 
still in disarray. And critics who thought 
their new Liberal prime minister's lack of 
international experience would damage 
Denmark's stint in the EU presidency have 
been proved wrong. 

Mr Fogh Rasmussen has positively 
blossomed in Brussels. At an EU meeting 
this month to strike a deal on travel per- 
mits for residents of Russia's Kaliningrad 
enclave, he handled the press conference 
with aplomb. "Ladies and gentlemen, we 
have a deal," he said before holding the 
crowd for a theatrical pause, flashing his 
handsome smile, and adding "Again". At 
home, says one poll, two-thirds of voters 
think he is doing a good job; nearly as 
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A Swiss referendum on immigration 
A country divided 


GENEVA 





The Swiss are split in half over asylum-seekers 


pe of being *swamped" by foreign- 
ers have long been part of neutral 
and now prosperous Switzerland's psy- 
che. In the second world war the coun- 
try's authorities turned back Jewish 
refugees for a period of several months 
at the height of the Holocaust. Despite 
official apologies, the Swiss are re- 
minded of that sorry episode whenever 
the subject of refugees or immigrants is 
brought up abroad. A fifth of the Swiss 
population is now foreign. 

In the 1970s and again in 2000, voters 
rejected proposals by right-wingers seek- 
ing to limit immigration, largely from It- 
aly. In 1996, 54% of them turned down 
another proposal put to a referendum, to 
tighten curbs against illegal entry. Three 
years later, amid a record number of ar- 
rivals, mainly from Kosovo, the right- 
wing Swiss People's Party, whose lead- 
ing light is Christoph Blocher, launched 
a similar initiative. Three years on, Swiss 
voters have probably stymied that pro- 
posal, to curb the number of asylum- 
seekers. The four-party government co- 
alition, which includes a moderate from 
the People's Party, hopes that the voters 
have avoided the deluge of criticism that 
would have come down on the Swiss 


many expect him to win again in 2005. 

This level of approval, a rare thing in 
Danish politics, has two main causes. One 
is a perception that he has fulfilled his elec- 
tion promises. For instance, egged on by an 
anti-immigration party whose support his 
minority government needs in parlia- 
ment, he said he would reduce the number 
of foreigners getting into Denmark. A year 
on, asylum applications have plunged by 
71%. He has also kept promises to freeze 
taxes, cut foreign aid and fire civil servants. 
Though most voters believe he has failed 
to fulfil a pledge to improve health care 
and pensioners' welfare, this does not 
spoil the overall impression of success. 

His second strength is an ability to 
avoid the fall-out of scandal or incompe- 
tence. There has been a good deal. In the 
past few weeks alone, the finance minister 
was accused of collecting unjustified EU 
farm subsidies for himself (he repaid the 
cash) and the justice minister admitted to 
bungling extradition procedures aimed at 
a Chechen separatist. But none of the dirt 
stuck to the prime minister. 

Meanwhile, his opponents are up the 
Kattegat without a paddle. The other Ras- 
mussen, Poul Nyrup Rasmussen, the 
beaten Social Democratic prime minister, 


from abroad if they had said yes. 

Or have they avoided it? It was the 
closest call in a Swiss referendum since 
1891. Less than 50.1% said no, barely | 
3,000 more than those who are fed up 
with asylum-seekers. But in one canto! 
some ballots are being recounted, so the - 
overall outcome is still uncertain. — 

Under the People's Party initiative, 
any asylum-seeker who arrived at va 
Swiss border after passing 
"safe" third country, which could dial | 
have provided asylum, would have been 
turned back. This would have shut out 
most would-be refugees arriving over- 
land via Austria, France, Germany or It- 
aly. Last year some 12% of asylum 
applications were a 

The referendum result boosts the Peo- 
ple's Party's chances in the general elec- — 
tion due in a year's time. Before the Y 
referendum, its support in opinion polls 
had climbed from nearly 23%, the figure 
it got in the last general election, in 1999, 
to about 25%. This makes it Switzerland's 
most popular party. But its support is 
concentrated in the German-speaking 
cantons in the country’s north and east. 
None of the French- or Italian-speaking 
cantons approved of the proposition. 








has spent a year failing to revitalise his 
party after its election rout. He recently ad- 
mitted defeat—and gave up the party lead- 
ership. But to whom? He has given only 
lukewarm support to Mogens Lykketoft, 
his former finance and foreign minister, 
who has bid for the job; young blood is 
needed, says the ex-prime minister. Next 
month’s special congress to pick a new 
leader may end in a bloodbath instead. 8 
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Immigrants in the Netherlands 
Fortuynism 
without Fortuyn 


ROTTERDAM 
The populist politician is dead. But not 
hisideas 

HE young man was angry. The real 

trouble, he said, was the downfall of 
the unemployed young, white, Dutch 
male. There aren't in fact many of them, 
and the liberal, middle-class audience 
among whom he sat at this conference on 
the rise of the far right was minded to jeer. 
He burst out: "None of you lives in a 
ghetto." It was the most telling thing said 
that evening. 

Walk west from Rotterdam’s Kruisplein 
and you'll see why. In two kilometres of 
down-market shopping street, one face in 
two or three is white. Cross the canal into 
Spangen, a district that still voted 39% for 
Labour in the March local elections when, 
city-wide, that long-dominant party was 
routed by an almost ad hoc group called 
Liveable Rotterdam (LR), led by Pim For- 
tuyn. A primary school is coming out. 
Hardly one of the children is white. “You 
see what we're on about?" says an LR man. 

Fortuyn is dead, murdered just before 
the Dutch general election in May. The to- 
tally ad hoc national “party” he had put to- 
gether for the election is in utter disarray. 
Its vote, 17% in May, is now almost invisi- 
ble to pollsters. The three-party cabinet 
that it joined, as the number two force, col- 
lapsed last month. After the new election, 
on January 22nd, its partners, the Christian 
Democrats and Liberals, may well form a 
government on their own. But Fortuynism 
is not dead: these two parties have taken it 
aboard; so, if less so, has Labour, the big 
loser in May. The campaign will be about 
“security” (ie, crime), immigration and 
integration—for many voters, all one issue. 

An ugly campaign it may be. But at last 
the old parties have noticed what Fortuyn 
did: that immigration and its effect on the 
fabric of society are real issues that do not 
go away just because the elite chooses not 
to mention them. Fortuyn, in fact, was not 
on about race, but culture, specifically that 
of the Muslim Turks and Moroccans who 
(with people from the Dutch Antilles, Suri- 
namese and some West Africans) make up 
6% of the population. But race is visible, 
and in Rotterdam the figure is 30%, not 6%. 


Facing up to reality, at last 

If the newcomers' integration, or lack of it, 
into Dutch society that Fortuyn talked of 
were the only problem, it would be hard 
enough. But just as visible is crime. Any 
Dutch voter will tell you about it; many as- 
sociate it with immigrants; and they are 
not wholly wrong, as even newcomers' 
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defenders admit. Of 250-odd people jailed 
last year for street crimes in central Rotter- 
dam, 80% were from ethnic minorities. 

Minority is a catch-all term. The Turks 
have a better reputation than others. One 
LR councillor would like all illegal entrants 
packed off home, but would turn a “blind 
eye to those who work.” For example? 
Turks, he says, generally do so, but too 
many Moroccans live off drugs. “Turks are 
more modern, more educated, more 
adaptable than Moroccans. They're the 
next group that will integrate,” says a re- 
porter in Rotterdam. 

Indeed, the big crime worry there now 
is about neither Moroccans nor Turks but 
the (non-Muslim) Antilleans. Nor is fear of 
crime a one-party or one-skin-colour af- 
fair. Rotterdam’s town-hall weekly news- 
letter recently asked four councillors what 





More headscarves than clogs 


changes they would most like to see. Three 
put security first. Two were LR; one was a 
Labour man-and, ethnically, a Turk. 

What is to be done? The outgoing gov- 
ernment, with a Fortuynist minister, Hil- 
brand Nawijn, in charge of immigration 
and integration, set out, with some suc- 
cess, to close the doors, especially against 
asylum-seekers. But Mr Nawijn also stud- 
ied ways to stop, notably, Moroccans 
bringing in new wives or husbands from 
their villages. He even took a look at de- 
priving some Moroccan, but Dutch-citizen, 
criminals of their citizenship, so they 
could be deported; unconstitutional, he 
was told. 

As to integration, new arrivals were al- 
ready required to take courses in language 
and citizenship-1,000 hours, within a 
year. On top, Mr Nawijn proposed to 
charge €6,000 ($5,940), half refundable if 
the newcomer completes the course. 

In Rotterdam, run by a "cabinet" that in- 
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cludes three from LR, two Liberals and two 
Christian Democrats, the big priority is se- 
curity. But integration is number two. One 
aim is by 2006 to get 50% of “immigrant” 
children into kindergarten and to improve 
their language skills up through school. 
For adult newcomers, the aim is to get 95% 
to do citizenship courses while halving the 
30% drop-out rate. And so on. It may not 
happen, but the push is genuine: LR, with 
16 seats out of 45, was sensibly run by For- 
tuyn after its March success, and even crit- 
ics admit it lives in the real world. 


How to embrace them 

Another drive is on housing. Nearly all the 
city's land is council-owned; 80% of its 
dwellings are rented, many from ex-coun- 
cil housing associations. So if you want to 
move upmarket and buy your own place, 
you have to move to the suburbs. Result: 
one-class poor areas, which means one- 
race areas like Spangen or the solidly im- 
migrant district near the Feyenoord foot- 
ball ground. So the council now plans to 
sell land, to encourage middle-class build- 
ing and restore the social, and racial, mix. 

And private initiatives? Nationwide, 
immigrant groups are gloomy about the 
trends. The twin towers attack had a sharp 
effect, putting all Muslims under suspi- 
cion. When a poll showed half could “un- 
derstand" the attack, public opinion 
(falsely, as the poll also showed) turned 
that into "sympathise with". In reaction, 
some Muslims feel they may as well be 
hung for a sheep as a lamb, "if we're going 
to be rejected anyway, however hard we 
try to be Dutch." More Muslim women 
than before now wear headscarves. 

The good news is that wise Muslims, 
while resenting the new suspicions and 
media distortion, recognise they face real 
issues: the high rate of immigrant crime is 
afact, not just a racist invention; poor com- 
mand of Dutch or poor education are true 
barriers. 

Muslim society is under its own stress: 
paternal authority has weakened, while 
Muslim mothers are eager for their daugh- 
ters to have the chances they themselves 
did not. The girls (boys less so) are starting 
to do well in education. A minority of the 
young go to the 37 Islamic schools, state-fi- 
nanced, in the Dutch tradition. 

Nor are these schools hives of separat- 
ism; most are just the opposite, said a re- 
cent official report. Nor, by and large, are 
the mosques, conservative as some are 
and unwise the odd imam, like the one 
whose comparison of gays with pigs, in 
the pigs' favour, set off Fortuyn's notorious 
attack on "backward" Islam. Tensions are 
indeed “worse than they've ever been", 
says one pro-immigrant. But it is not just 
virtuous bodies like one called Islam and 
Citizenship that are trying to ensure those 
two words go together; so far, at least, it is 
the mass of Muslims. m 






Germany's trade unions 


Why so happy? 


BERLIN 
With unemployment high and business 
ailing, only the trade unions seem smug 


RADE-UNION membership in Ger- 

many, as in the rest of Europe, is shrink- 
ing. Barely one German worker in five 
now signs up. How odd, then, that trade- 
union influence has rarely been so strong. 
Last summer, when the election looked 
lost for Gerhard Schróder, the unions be- 
latedly swung their still quite heavy 
weight behind him. With victory for the 
Social Democrats clinched by just 6,000 
votes, it made all the difference. Now, it 
seems, it is pay-back time. And Germany's 
chance of reform may dwindle. 

Unlike their counterparts in such coun- 
tries as France, Germany's unions do not 
usually mount blockades or seek to bring 
the country to its knees to make them- 
selves heard. They make their presence felt 
in other ways: in works councils and on 
companies' supervisory boards; in re- 
gional and national bodies that do collec- 
tive bargaining; and in government-ap- 
pointed commissions where their views 
are sought on a range of policies, from pen- 
sions and immigration to labour-market 
and welfare reform. All German govern- 
ments, of whatever hue, pay attention. But 
their influence is now so great that they 
have begun to be regarded as a kind of 
shadow government. 

The proposals for labour-market re- 
form put forward in the summer at the 
government's suggestion by Peter Hartz, a 
senior Volkswagen man, are a test of the 
new government's determination to enact 
painful structural reforms. "If there is any 
opposition," Mr Schréder declared, “it will 
be broken." But, under union pressure, 
they have already begun to be watered 
down. Job-seekers taken on by the new 
state-run agencies for temporary workers 
are now to be paid at the full union rate, in- 
stead of some 30% less, as recommended 
by the commission. Even Mr Hartz has ad- 
mitted that the reforms as they now stand 
are unlikely to create anything like the 2m 
jobs he had originally hoped for. 

So why doesn't the government simply 
stand up to the unions? The main reason is 
that so many Social Democrats are them- 
selves unionists. Of the party's 251 mem- 
bers of the new Bundestag, the lower 
house of parliament, three-quarters are 
union officials or members. Three former 
union officials are junior ministers in the 
new super-ministries of economics and 
employment and of health and social wel- 
fare, both of which hold keys to reform. 
Another is Mr Schróder's chief adviser on 


health and welfare. None of this bodes 
well for Germany. Its unions may be more 
moderate than most, but they are hardly 
known for their reforming zeal. 

Since the election, Mr Schróder has 
shifted markedly to the left. Even some of 
the government's own backbenchers are 
beginning to despair. Its ratings have 
plummeted. Some pollsters now put the 
Social Democrats 22 percentage points be- 
hind the Christian Democrats. Mr Schró- 
der's popularity has taken a dive, while a 
song accusing him of fleecing gullible vot- 
ers by raising taxes is top of the pops. In the 
midst of the gloom, only the unions seem 
happy. "The government is on the right 
path", says Michael Sommer, leader of 
Germany's DGB, the main union federa- 
tion. “Germany is now on the way to being 
modernised in a socially just way." Tell 
that to the country's businessmen-or the 
4m-plus Germans without a job. 8 


France's trade unions 


Can they be 
outmanoeuvred? 


PARIS 
France's government may be moving 
astutely to outwit the trade unions 


HE season of discontent in France is 

under way. Last week the farmers were 
blocking supermarket depots; this week, 
first the lorry-drivers blocked the roads 
and then the public-sector workers by the 
tens of thousands either marched through 
the streets of Paris and other large cities or 
simply stayed at home. Meanwhile, 
youngsters hoping to risk their lives on 
France's roads are having to be patient: the 
country's driving-examiners have been on 
strike for more than a month. 

So how is the centre-right government 
of Jean-Pierre Raffarin weathering the 
storm? The immediate answer is rather 
well. The farm unions were quickly molli- 
fied by words of ministerial sympathy and 
by government pressure on the supermar- 
kets to sign an agreement with the farm un- 
ions condemning "abusive commercial 
practices". By contrast, the lorry-drivers, 
demanding a rise in pay and an extra 
month's bonus, were forced into an early, 
dispirited surrender, both because the 
forces of the law threatened to seize their 
licences and because some smaller unions 
made a deal with the bosses. 

The question is whether the "Raffarin 
method" of sweet words and firm action 
will work as well with the public sector as 
with the private. The demonstrations on 
November 26th, with around 60,000 
workers in the streets of Paris alone, were 
impressively large, and the strike by air- 
traffic controllers and Air France personnel 
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grounded most flights for the day. Nor is 
such muscle-flexing over: on December 
8th, for example, the teachers’ and stu- 
dents’ unions are planning to strike. 

The reasons for the public-sector strife 
are several. The unions, especially the 
Communist-dominated CGT, are anxious 
to appear relevant after the humiliation of 
the left in this year’s presidential and gen- 
eral elections. This relevance must be dem- 
onstrated before elections to the country’s 
labour tribunals on December 11th. 

But the biggest reason is the threat to 
the perks that no public-sector worker will 
easily give up, notably early retirement (at 
55 in many cases), virtually impregnable 
job-security, and generous pensions. The 
threat is real enough: first, because a gov- 
ernment which needs to restrain public 
spending will over time have to privatise 
large chunks of state holdings, not just in 
Air France and France Télécom but also in 
sacred cows such as the electricity and gas 
monopolies; and second, because an age- 
ing population makes pension reform in- 
evitable. So, for example, public-sector 
workers, who now retire after 37.5 years of 
contributions, should have to match the 
40 years worked in private firms. 

None of this is new. But what haunts 
the present government is the memory of 
1995, when the reform-minded conserva- 
tive government of Alain Juppé took on 
the demonstrating workers—and lost. Mr 
Raffarin's tactics are to play for time, pro- 
mising to tackle pension reform next 
spring. Critics may argue that time is not 
on his side, but the counter-argument is 
that the delay gives Mr Raffarin, a good 
communicator, a chance to get the public 
on his side. Given that over half of France's 
households have a member on the public 
payroll, that may not be a bad idea. m 





It's the marching season in Paris 





Charlemagne | Euroland frays at the edges 


The biggest test of Europe's single currency so far has come in Portugal 





nient. Flying into Portugal from Belgium now involves no 
more hassle than the hop from Chicago to New York. No need to 
show a passport and—thanks to the euro—no need for the travel- 
ler to change money or grapple with baffling prices. 

Whether monetary union is proving such a boon for the Por- 
tuguese themselves is less clear. Portugal has just suffered a one- 
day general strike by public-sector workers protesting against an 
austerity drive, as the government struggles to obey the euro- 
area's tough rules on public spending. The walls of Lisbon are 
plastered with posters advertising another strike in December. 
The armed forces' head has been sacked for moaning about bud- 
get cuts. Consumer confidence is plunging. And this is just the 
start: Portugal has a lot more austerity in store if itis to squeeze its 
budget deficit down to no more than 3% of Gp», the maximum 
prescribed by the European Union's "stability and growth pact". 
This week the European Commission proposed some modest 
changes to let more solvent countries be less zealous in pursuit 
of a balanced budget—but the 3% limit, it said, must stay in force. 

Few people in Portugal are yet blaming the Eu for their tough 
times. The economic convergence programmes for joining the 
euro at first gave business a big boost. But now the Portuguese 
are discovering that euro-membership is a double-sided coin. 
Joining the single currency means adopting what a Chinese 
Communist might call “the three inflexibilities": an interest rate 
that cannot be varied to match the conditions of the national 
economy; an exchange rate that is similarly fixed; and the strict 
fiscal rules of the stability pact. Throughout much of the 1990s, 
all three aspects of the euro helped Portugal. In preparation for 
the monetary union that took place in 1999, interest rates 
plunged from over 20% at the beginning of that decade to less 
than 4*6 today. Suddenly ordinary people could afford to bor- 
row. New televisions, new cars and new houses were snapped 
up. The government joined in the consumption binge. The cost 
of servicing Portugal's national debt fell sharply along with in- 
terest rates; the spare cash helped expand the welfare state and 
give civil servants generous pay rises every year. 

As the Portuguese borrowed more and more from abroad, a 
huge current-account deficit opened up. By 2000 this had 
reached 10% of Gp». If the old escudo had still been around, Por- 


gH m no denying it, European integration is damn conve- 


tugal might have faced a run on its currency or sharply higher 
borrowing costs. But membership of the euro protected the 
country from storms in the financial markets. Manuela Ferreira 
Leite, its finance minister, says bluntly: “If it hadn't been for the 
euro, the IMF would have been in here by now." 

But the three inflexibilities are now hurting. Portugal's econ- 
omy is slowing—and may already be in recession. All three main 
routes to renewed growth-private demand, public spending 
and exports-are constrained by euro-membership. Having 
taken advantage of euroland's low interest rates to borrow to the 
hilt, consumers can borrow no more: there is no growth to be 
had from that source. The government is similarly constrained. It 
ran up a budget deficit of 4.1% in 2001, and the commission in 
Brussels thinks it will cross the 3*6 line again this year. In an effort 
to avoid the huge fines that might, under the pact's rules, result if 
excessive deficits continue for two more years, the governmentis 
slashing spending, slowing the economy more. In previous 
troughs, Portugal devalued its currency and exported its way out 
of trouble. But euro-members cannot devalue unilaterally. 

As the economy slows, Portugal’s problems may worsen. 
Slower growth means less tax revenue, which means a bigger 
budget deficit, which means more spending cuts. “The only way 
out”, says Miguel Namorado Rosa of the Banco Comercial Por- 
tugues, “is structural reform—the sort we've been talking about 
for decades." But that could mean a frightening jump in Portu- 
gal's traditionally low rate of unemployment. Mr Namorado 
Rosa is not alone in predicting political and social turbulence. 

Turmoilin little Portugal is one thing, but will other euro-zone 
countries fall prey to the same problems? Some Eurocrats in 
Brussels think Greece may be the next Portugal. The Greeks are 
enjoying a delightful consumer boom following a collapse in in- 
terest rates. But commission officials worry that the Greeks, like 
the Portuguese before them, are mistaking a one-off gain from 
falling interest-rates for a long-term increase in wealth. In an 
echo of what happened in Portugal, the European authorities 
have ordered the Greeks to take another look at their mislead- 
ingly optimistic budget figures. "What we are writing about Por- 
tugal today, we will be writing about Greece in two years' time," 
says one official. 

Many economists predicted that small and peripheral econo- 
mies would experience the bumpiest transition to the euro zone. 
But the big euro countries are in trouble too. This month Ger- 
many, predicted to have a deficit of 3.8% this year, became the 
second euro-zone country after Portugal to fall foul of the Euro- 
pean Commission's "excessive deficit procedure". The commis- 
sion has warned France that next year it risks exceeding 396 too. 


One size fits all? 
The German and the French cases are in some ways reminiscent 
of Portugal's. Germany's slow growth may be partly due to the 
euro area's common interest rate: too low for Portugal but too 
high for Germany. Both the French and German governments 
have also been hit by falling tax revenue. And both are suffering 
labour unrest after merely hinting at painful structural reforms. 
The big difference is that they are big countries—big enough, 
perhaps, to force the rest of the Eu to change the single-currency 
rules. Hence this week's modest changes. But the 3% deficit limit 
is still in place. And a single interest rate and a fixed exchange rate 
are inherent in a single currency. Portugal, Germany and the oth- 
ers must just learn to abide by the rules. Mustn't they? m 
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How to run a fire service 


Thereal question about Britain's fire service is not pay, but who should provide it 


AN you put a price on heroism? Yes— 

and you can manage it sensibly or 
wastefully too. Britain's firemen's strike is 
highlighting not only the hose-wielders' 
remarkably cushy working hours, but also 
the sharply different ways that other coun- 
tries arrange things. 

Fire costs (which include losses, the cost 
of fire service, insurance administration 
etc) are about 196 of GDP in most advanced 
countries. Within that, there are wide va- 
riations, which reflect differences in cli- 
mate, sense and money. Cold countries 
like Norway (where direct fire costs are 
0.3% of GDP) suffer more from fires than 
hot ones like Australia (0.16%), because 
there are more heaters, boilers and so on to 
go wrong. Strip that factor out, and the 
next main determinant is building stan- 
dards (fire doors, sprinklers and so on). 
After that comes individual choice and 
common sense on fire safety (not smoking 
in bed, frying potatoes sensibly). 

Only then comes the standard of the 
fire service. Here, spending a lot of money 
clearly makes a difference. Japan spends a 
whopping 0.33% of GDP on its fire service, 
but in return has extraordinarily low rates 
of damage from fire. Its fire service is 
backed up with a league of—oddly-fe- 
male volunteer fire wardens. This makes 
sense, given the seismic risk. The Kobe 
earthquake in 1995 caused 150 fires, and 


cost 4,000 lives. 

The first big question about organising 
a fire service is how far it should be profes- 
sional. In continental Europe, especially 
Germany and Austria, firemen are mostly 
volunteers outside the big cities. There is a 
lot of prestige (men like the uniforms and 
the whiff of bravery). Money is raised lo- 
cally, with enthusiasm. Austria boasts an 
astonishing 317,744 volunteer firemen— 
more than 5% of the adult population. 

Volunteer fire brigades are unlikely to 
have the training to deal with big or com- 
plicated fires. But they don't need to. 
House fires in residential areas are the 
commonest problem-and one where à 
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More articles about Britain are available to subscribers at 
handy way with a hose matters more than 
cutting-edge professionalism. 

The second issue is what they should 
do. France’s pompiers, for example, are 
also the ambulance and first aid service. 
By contrast Britain’s firemen, notoriously, 
have in past decades for the most part stub- 
bornly refused training in such medical 
skills as administering pain-killers, or to 
carry equipment such as defibrillators (for 
treating heart attacks). 

The third question is the role of the priv- 
ate sector. Here the most interesting exam- 
ple is Denmark, where a private company, 
Falck, provides two-thirds of the country's 
fire service, under a law dating from 1926. 
The remainder is run by local authorities. 
"The municipal stations were cosy and 
old-fashioned, just like here," observes a 
British fire insurance expert who visited re- 
cently. "The Falck ones were like a modern 
office-there was no comparison." This al- 
lows a much more effective use of time: 
Falck firemen not only run the ambulance 
service, but also the vehicle breakdown 
service. Their workers are better trained 
than municipal firemen, and earn more. 

In value-for-money terms, Britain's fire 
service does not perform particularly well 
by international standards. Countries such 
as America, Denmark, New Zealand and 
the Netherlands do better (see chart) in 
terms of the protection they get for the 
amount they spend. 

Britain's fire service is badly managed 
(as the fiasco over the current pay negotia- 
tions highlights). The incentives are 
wrong. Fire services are funded according 
to the number of fires and call-outs. In 
Denmark, the contract is for a flat fee, 
which encourages efficiency. In one re- 
cently-discovered British scam, off-duty 
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> calls at the ends of shifts to trigger extra pay 
for their colleagues. The service is over- 
manned by around 20%. Some 10,000 of 
the country’s 50,000 full-time firemen 
may go if a pay deal trades efficiency gains 
for higher wages. 

It now looks likely that the government 
will beat the firemen over pay. Public sup- 
port is dropping, as taxpayers slowly real- 
ise what a bad bargain they are getting. The 
hoots from supportive motorists are get- 
ting scarcer. At the fire station on London's 
Albert Embankment, pickets have been re- 
duced to hooting themselves, in the hope 
of a friendly answering honk. 

The firemen will probably end up giv- 


ing ground on modernisation. They may 
even have to sacrifice their ridiculously in- 
dulgent shift system, whereby they work 
two days and two nights, then get four 
days off—thus allowing them to run lucra- 
tive sideline businesses—typically plumb- 
ing, roofing and driving taxis. 

But nobody seems particularly inter- 
ested in a big shake-up. This is odd. Brit- 
ain’s lifeboats are run by volunteers, 
which suggests there is public spirit about. 
Contracting out to the private sector has 
worked well in areas such as prisons. But, 
in the current atmosphere, the govern- 
ment would no doubt regard such novel 
ideas as inflammatory. 8 





Trade unions 


Arthur's sons 


How dangerous is the rise in union militancy? 


pros militancy to pursue politi- 
cal endsis not on, says Tony Blair, hinting 
that striking firefighters may be attacking 
his government as Arthur Scargill led min- 
ers in an assault on Margaret Thatcher's 
government in 1984. The Fire Brigades Un- 
ion (FBU) website, which proclaims the 
"ultimate aim (of) the bringing about of 
the Socialist system of society", looks like 
good evidence for the claim. But theories 
of tightly-knit conspiracies by a new breed 
of politically-motivated men taking the 
helm of Britain's trade unions are wide of 
the mark. What's going on poses a differ- 
ent sort of danger to the government. 

Trade-union leadership has undoubt- 
edly become more left-wing and militant 
in recent years. The new lefties include the 
two rail union leaders, Bob Crow (RMT) 
and Mick Rix (ASLEF), who have both been 
members of Mr Scargill's Socialist Labour 
party. Both have had meetings with Andy 
Gilchrist, the FBu leader, apparently to dis- 
cuss sympathy action that they might take 
in support of the firefighters. But despite 
Mr Crow’s enthusiasm, the number of 
London Underground train drivers refus- 
ing to turn up for work on “safety grounds” 
has been in low single figures. 

Beyond this grouping, the left-wing 
conspiracy theory founders. The three 
leaders appear to want to have little to do 
with Mark Serwotka, a Trotskyite and gen- 
eral secretary of the pcs union which 
mainly represents civil service clerical and 
administrative grades. Neither, apart from 
supportive noises, is there much sign of 
political or other sympathy action from 
two other leaders generally reckoned to be 
part of the awkward squad- Billy Hayes, 
general secretary of the cwu postal work- 


ers union, or Dave Prentis, leader of Un- 
ison, the local government and health 
workers' union. Mr Prentis, indeed, may 
not be quite as left-wing as he is painted; 
he beat two challengers to the left of him 
when he was elected in 2001. 

What does link these men is that they 
all stood as non-Blairites. Indeed, being la- 
belled as close to the government is nowa- 
days a sure ticket to losing a trade union 
election. That is mainly why Sir Ken Jack- 
son was beaten this year by the relatively 
unknown Derek Simpson for the leader- 
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Gilchrist broods by a striker's brazier 





ship of Amicus, the engineering and elec- 
tricians’ union. Mr Simpson quite likes to 
portray himself as a firebrand, ready to 
tear up many of the no-strike agreements 
successfully negotiated by Sir Ken during 
the 1990s in exchange for union recogni- 
ton. However, he also claims to be a sup- 
porter of the government and is opposed 
to such iconic leftist action as secondary 
sympathy strikes. 

Nevertheless, Blairism has gone out of 
fashion with trade unionists because, after 
the minimum wage, the European Union’s 
“working time directive” and other goo- 
dies given to them in Labour's first term, 
the government has run out of relatively 
painless concessions to make. Trade union 
members, particularly those in the public 
services, are now much more agitated 
about getting some of Gordon Brown's big 
spending increases into their pay packets. 
Thus, says a Labour MP who is a seasoned 
trade union observer, political action by 
the unionsis directed almost exclusively at 
government policies which impinge di- 
rectly on workers’ pay and conditions, 
such as contracting-out of public services 
to private companies. 

The leaders of two of the biggest un- 
ions, Bill Morris of the transport workers 
and John Edmonds of the Gms general 
workers union, are retiring next year and 
are likely to be replaced by men who have 
invested far less in getting a Labour gov- 
ernment elected and who are likely to be 
more distant in their relationship with it. 

The most surprising swipe at the gov- 
ernment during the fire strike has come 
from John Monks, general secretary of the 
Trades Union Congress. Mr Monks, once 
seen as the very model of a modern trade 
unionist, attacked the government's man- 
agement of the strike and called for unions 
to support the firefighters. His bitter- 
ness—he once said that the government 
treats unions as if they were an embarrass- 
ing relative—is the result of what he sees as 
neglect. He hoped that Mr Blair would sign 
up for the kind of "social partnership" be- 
tween government and the unions that ex- 
ists in many European countries. Mr Blair 
was not interested. 

If the government is so determined to 
keep the unions firmly at arms' length, 
then itis not surprising if a new generation 
of union leaders feel the same. That 
should not matter to the government, save 
for one thing: next year, for the first time in 
a decade, the unions, under a law intro- 
duced by Margaret Thatcher, have to ballot 
their members on whether to maintain a 
political fund, most of which has tradition- 
ally been used to finance the Labour Party. 
Unions provide 90% of Labour's cash. It's 
not likely that many unions will actually 
disaffiliate, but some will wonder if they 
can't find better uses for their money than 
bankrolling a Labour Party that no longer 
loves or even listens to them. m 








New architecture 


Je t'aime à la folie 


Fashion is folly, and the folly is in fashion 


O ONE can agree what a folly is ex- 

actly, or what it isn't. Through the 
ages, the British have built follies of whale- 
bone, follies that are lined with shells or 
shaped like a pineapple, a volcano, an ele- 
phant bearing a castle or even carved with 
pine cones to look as if they were grown 
from seed. Lady Scott, a true Miss Fav- 
isham, built hers to assuage her grief; Sir 
Hector Munro to celebrate his own cour- 
age. The Earl of Aberdeen dedicated his to 
his brother, killed at Waterloo. "Rather you 
than me", ran the inscription. 

A decade ago, the old British fondness 
for putting up odd, cheerful buildings on 
pretty parts of their estates seemed to have 
faded, perhaps because the folly was sup- 
planted by the garish charms of installa- 
tion art. Add to that the complexities of the 
planning system and the rising cost of con- 
struction, and most modern folly patrons 
have been thinking twice before signing 
up to the tradition. But that may all be 
changing, with a rash of new follies spring- 
ing up across the landscape: in recent 
years, the Forbidden Corner, a magical rev- 
erie topped by a weathervane in the shape 
of an arm and a leg has been built in York- 
shire, along with Leeds Castle's grotto in 
Kent and Sir Paul Getty's wood and bark 
hermitage in Buckinghamshire. 

Now two men are vying to make the 
point that modernist buildings can, if they 
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are well designed, enhance rural land- 
scapes rather than ruin them. Niall Hob- 
house, an independent-minded London 
art dealer, cast off all his Georgian shackles 
when he commissioned the 79-year-old 
Peter Smithson (who, with his wife Alison, 
designed The Economist tower in central 
London) to build him a modern obelisk in 
the park of his stately home, Hadspen 
House, where his family has lived for over 
200 years. 

In summer, the 50-foot-high, three- 
legged spiral skeleton, of Hadspen oak 


with a spine of stainless steel, seems liter- 


ally to be growing out of the ground; in 
winter it takes on the form and colour of 
the ancient leafless trees on the ridge 
above. The shape of the tower (pictured 
above) differs from every angle, forcing 
you to walk the whole way around it be- 
fore itimparts all its secrets. 

Henry Keswick, a Hong Kong taipan, 
will be looking to top even Mr Hobhouse's 
modernist ambitions. The new pavilion 
that will be unveiled early next year on Mr 
Keswick's Wiltshire estate has been de- 
signed by LM. Pei, who created the glass 
pyramid at the Louvre. Mr Pei's first build- 
ing in Britain may be a folly, but by picking 
serious architects, both Mr Keswick and 
Mr Hobhouse have ensured this old tradi- 
tion has a fine future. It would be folly for 
others not to follow their example. = 


Britain 51 
Gated communities 


Shut up 


British people like the idea of gated 
communities. The planners don't. 


RIME, traffic, noise, graffiti-no won- 

der that many people in Britain like 
the idea of living somewhere safe, fenced- 
off and privately guarded. Sir Denis and 
Lady Thatcher bought a place in a “gated 
community" in south London. The former 
Chilean dictator Augusto Pinochet stayed 
in one while in Britain in 1999. Some of 
Britain's top footballers do the same. 

No surprises there—the rich and fam- 
ous have always valued their privacy, and 
old people their security. But a new survey 
commissioned by the Royal Institution of 
Chartered Surveyors (RICS) says that two- 
thirds of young people would like to live 
behind such bars. Other strong support 
comes from poor people (presumably be- 
cause they tend to be the victims, as well as 
the perpetrators, of crime). 

A fine opportunity for property de- 
velopers, then? Not yet. Gated communi- 
ties are rare in Britain. And they will stay 
that way if the planners have anything to 
do with it. Both the government and the 
RICS fear that gated communities will lead 
to such buzzword social ailments as po- 
larisation and exclusion. The government 
has just commissioned research on how 
many gated communities already exist. In 
London, the mayor wants 30-50% of new 
houses to be socially mixed—exactly what 
the gate-lovers are trying to avoid. 

Some of America's gated communities 
have a creepy feel; some have unpleasant 
policies such as (formally) no children or 
(informally) no blacks. Yet the desire to be 
gated is mainly a reaction to the state's in- 
ability to make cities liveable. While the 
government talks about “yob culture" but 
fails to sort out the criminal justice system, 
it is quite understandable that people 
want to buy a solution for themselves. gs 





Happily behind bars 





Bagehot | There's nothing like an enemy 


Beating the firemen is a necessary but not sufficient answer to union militancy 





HETHER it was, as some headline writers insisted follow- 

ing the prime minister's direct intervention on Monday, 
Tony Blair's "Maggie moment", one thing was clear: however 
many wretched weeks on the picket line it may take its leaders to 
realise it, the Fire Brigades Union, thanks to its own pig-headed 
stupidity, is heading inexorably for humiliating defeat. 

As the dithering and confusion that characterised the govern- 
ment's handling of the dispute until Monday amply demon- 
strated, Mr Blair, unlike Mrs Thatcher with the miners, did not 
pick a fight with the firemen as an act of policy. With the threat 
of a terrorist outrage hanging over the country and the need to 
ready troops for possible war with Iraq without the distraction 
of providing a stand-in fire service, such a policy would have 
been reckless in the extreme. 

But from the moment he (belatedly) understood the nature of 
the threat to the government's political authority posed by the 
firemen, Mr Blair knew exactly what he had to do. Labour's 18 
years in the political wilderness was ended, in part, by Mr Blair's 
commitment (and the electorate's inclination to believe him) 
that no government led by him would preside over the kind of 
industrial anarchy that destroyed Labour's legitimacy in the 
1970s. Even after five years of relative industrial peace and deny- 
ing the unions so much as a walk-on role in the New Labour 
"project", Mr Blair appreciates, thanks to endless focus group 
polling, that the union bogey could very quickly reappear. 

And, once having decided to do it, taking on and hammering 
the FBU into submission is not actually very difficult for Mr Blair. 
When he convinces himself that a particular course of action is 
"the right thing to do", as he has about Iraq, he is firm of purpose 
and untroubled by doubt. The firemen's cherished restrictive 
practices are so egregious, their wage demands so exorbitant and 
their tactics so blatantly extortionate that they have galvanised 
Mr Blair with the moral certainty that domestic politics often 
fails to provide him. 

By encouraging his members to believe that striking could de- 
liver them a “no-strings” 40% rise, the rBu's leader, Andy Gil- 
christ, opened a Pandora's Box that will not now be closed until 
a much leaner, more flexible and efficient fire service emerges. 
Despite the mixed messages of recent weeks, on this the govern- 


ment and the vast majority of Labour MPs are united. 

However, it does not follow that even the exemplary defeat 
of the firemen that the leaders of other trade unions now fear 
will make it any easier for the government to resolve pay issues 
elsewhere in the public sector. For on one thing at least Mr Gil- 
christ was right: the firefighters are indeed a special case. The 
prime minister can take the line he has with the rBu because 
there are so many people queuing up to be firemen at a time 
when fewer of them are actually needed (although whether it 
will be quite such a popular occupation when it becomes a full- 
time job is another matter). But elsewhere in the public sector it 
is a very different story. 


And then the rest 

There are chronic shortages of nurses (only partially bridged 
through overseas recruitment and expensive agency staff) com- 
bined with crippling rates of staff turnover. Unfilled GP vacan- 
cies have tripled in the last two years. The army, groaning from 
over-stretch, cannot recruit the number of troops it needs. And in 
London, where there was a one-day teachers' strike on Tuesday, 
6% of teaching posts are entirely unfilled, while a further 18% are 
occupied by people without adequate qualifications or by teach- 
ers from overseas on short-term contracts. 

Although some of the improvements in public services the 
government has promised will come from new buildings and 
modern equipment, most of it will depend on retaining good 
people, persuading them to work more efficiently and recruiting 
more like them. 

The government thinks it has an answer. It boasts that in the 
last couple of years it has been working hard behind the scenes 
to impose a more coherent and rigorous approach on the various 
pay review bodies that cover most of the important public-sec- 
tor workers. The current trend is for generous-looking three-year 
settlements that tie some of the money to delivery of the govern- 
ment's “modernisation” agenda (a new refinement is to make 
the National Audit Office responsible for policing the discretion- 
ary elements in some of these deals). 

Unfortunately, this does absolutely nothing to address the 
real problem-nationally negotiated settlements which over-re- 
ward in some parts of the country where the cost-of-living is low 
and the supply of workers plentiful, while failing to address the 
low disposable income and difficulties of recruiting in London 
and the South East that are also fuelling public-sector union mili- 
tancy. The government wants the pay review boards to target 
specific labour market issues, such as expensive housing, by di- 
rect subsidy and special payments (London weighting"). But it's 
a clumsy, messy approach. 

The solution ought to be clear enough: ideally, pay deals 
should be negotiated locally and should reflect local market con- 
ditions. But as long as central government provides 70% of the 
money for local government, it is hard, if not impossible, for it to 
let go. The government also suspects (with reason) that too 
many local government negotiators, like the feeble characters 
who thought they had cut a deal with the firemen, would prove 
to be a soft touch for determined unions. It's a real dilemma and 
one to which the government has no good answer. 

Mt Blair is splendid when he is faced with an enemy to be de- 
feated. He is, however, rather less so when it comes to the pa- 
tient, long-term strategic thinking on which lasting success is 
usually founded. m 
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United Airlines 





A special thanksgiving 


Asit heads towards bankruptcy, what was once the world’s biggest airline faces a 


struggle to survive 


HE first Sunday after Thanksgiving is 

traditionally the busiest day of the year 
for airlines in America, as millions head 
home after spending a holiday with rela- 
tives and friends. Traffic this year will be 
10-15% below the peak of two years ago, 
even though fares are on average 18% 
lower than they were then. Longer check- 
ins, security hassles, a slump in business 
travel and fear of flying are still depressing 
America’s carriers. Collectively they will 
lose around $9 billion this year, slightly 
more than in 2001. 

But this weekend has a special signifi- 
cance for United Airlines, which could 
wake up with a horrible holiday hang- 
over. United used to be the biggest airline 
in the world; now it is just the biggest loser. 
Losses last year were $2.1 billion, a record 
in an industry where competition for this 
title is tough. This year United looks like 
losing even more: around $2.3 billion. Re- 
cently the airline has been burning cash at 
the rate of $7m a day, destroying the 
healthy pile with which it entered its latest 
crisis. Unless it gets a bail-out, in the form 
of a $1.8 billion government loan guaran- 
tee, something that looks far less likely 
after union members rejected pay cuts on 
November 27th, United could be forced 
into Chapter 11 bankruptcy by December 
2nd, when loans worth $375m fall due. 


Contrary to widespread thinking, Un- 
ited’s problems were deep-rooted long be- 
fore September 11th floored American avi- 
ation. For years, the airline has been the 
industry turkey. Rivals groaned at the way 
it inflated wage costs for all, by doling out 
huge rises. They ground their teeth as its 
bungled negotiations led to industrial ac- 
tion in the summer of 2000. Even before 
September last year, it was heading for a 
loss of over $1 billion, largely because of its 
overcapacity and those generous pay rises. 
It tried to solve its problems by taking over 
a smaller rival, us Airways, but antitrust 
authorities blocked it. A venture into busi- 
ness-jet services also proved a dud, when 
nobody would put up capital for it. 

Pay became a serious issue in the sum- 
mer of 2000, when the employee share- 
ownership scheme, devised to save the air- 
line in its previous brush with bankruptcy 
in 1994, came to an end. Pilots and other 
employees had accepted wage cuts of 
around 15%, and a six-year pay freeze, in re- 
turn for shares, which led to the airline be- 
ing 55%-owned by its staff. This cloutin the 
boardroom meant that United often ap- 
peared to be run for the benefit of its em- 
ployees rather than ordinary sharehold- 
ers, with higher operating costs than rivals 
such as American Airlines or Continental. 

In the event, weak labour management 
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and bloated costs meant the shares sank, 
so the workers became keener to grab big 
pay increases to compensate for their per- 
iod of austerity. Pilots won phased in- 
creases of up to 45%; other workers such as 
mechanics threatened to strike unless their 
pay was similarly boosted. United me- 
chanics became the highest paid in the 
business, after they flexed their muscles. 

Now the wheel of United's fortunes 
has turned again, and it is time for more 
employee sacrifices. Last summer the air- 
line sounded out the government's Air 
Transportation Stabilisation Board (ATSB, 
formed to funnel aid to America's airlines 
after September 11th). But its pile of cash 
and the unconvincing nature of its recov- 
ery plan meantit got nothing. 


Now, United is on to its third chief execu- 
tive in 12 months. Jim Goodwin upset the 
unions last autumn, talking of austerity, 
and had to go. His replacement, John 
Creighton, a 69-year-old, left after some 
months. Today's boss, Glenn Tilton, a vet- 
eran oilman who used to run ChevronTex- 
aco, has worked hard since he was ap- 
pointed in September to devise a recovery 
plan robust enough to convince the gov- 
ernment that it is worth underwriting fur- 
ther loans. (United, like other American 
carriers, has already had a $1.2 billion 
hand-out to compensate for the effects of 
the terrorist attacks). 

Mr Tilton's plan, which the ATSB has 
been studying in recent weeks, is certainly 
ambitious. He claims it will convert United 
losses into operating profits in 2004, en- 
abling any guaranteed loans to be paid off 
in 2005-2007. The guts of the plan are la- 
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M reckons will produce $5.2 billion over the 


next five-and-a-half years. On November 
18th pilots ratified an agreement their lead- 
ers had drawn up with Mr Tilton. This 
would introduce an 1896 pay cut and can- 
cellation of other rises due in the coming 
years. But the pilots have secured the right 
to have their pay restored to today's levels 
by May 2008. Such "snap-back" clauses 
were just what undermined 1994's wage 
cuts, when pay was restored in 2000. 

Another part of the pilots' deal is that 
they will allow management to use more 
- small, regional jets flown by pilots who 

- earn less than those who fly large aircraft. 
Such restrictions, which affect all big 
American airlines, reflect the dispropor- 
tionate power that unions enjoy in the air- 
- line industry. They are also a big cause of 
- inefficiency, because airlines are forced to 
"fly large planes half-empty on many 
routes feeding into hubs, when the sensi- 
ble thing would be to fly with smaller air- 
craft, which could undertake more trips if 
demand suddenly increased. 

Flight attendants have also agreed to a 
pay cut of 4% and forsworn future rises 
due under their “snap-back” scheme. They 
too have been promised some jam tomor- 
row, with wages restored in 2008. 

But both these deals are now jeopar- 
dised by the rejection, by the mechanics 
and ground staff represented by the Inter- 
national Association of Machinists, of a 
tentative deal, involving a 7% cut, that had 
been agreed with management on No- 
vember 25th. The rejection of this deal by 
union members on November 27th puts at 
risk any chance of an ATSB loan guarantee. 

The two other elements of the Tilton 
plan were more promising: cut-backs in 
the company’s fleet and in its network. Em- 
ployee numbers have already come down 
from 100,000 in September 2001 to 
80,000 now; another 6,000 reduction will 
come over the next couple of years. Capac- 
ity has already been cut by 17%, with a fur- 
ther 6% reduction over the next 12 months. 
~ As more small aircraft join the fleet, United 
is getting rid of 139 large, older jets to make 
itself nimbler and to align its capacity with 





today'slower demand. Capital spending is 
being cut by $2 billion a year; and delive- 
ries of aircraft on order (all but one from 
Airbus) have been postponed until 2006. 

Itis notjust employees, Uncle Sam and 
suppliers who might help United. Its 
airline alliance partners will play a part. 
United is a founder and core member of 
Star, the largest airline-alliance group (see 
chart). Two partners, Lufthansa and Air 
Canada, have indicated that they would 
be prepared to put some money into Un- 
ited to help it recover. Mr Tilton is also 
counting on them to boost revenues. 

Even if these allies rally round, United 
is unlikely to stave off Chapter 11. Unless it 
gets an extension on the loan due on Mon- 
day, it will have to seek court protection 
from creditors. The danger for other air- 
lines is that a bankrupt United, with no in- 
terest bills to pay, lowers fares to chase 
market share. Yet the procedure has 
worked before. Continental Airlines went 
through it twice, in different guises, to 
emerge as one of the best-run carriers. Em- 
ployee-shareholders will, however, get a 
double dose of pain as a harsher restruc- 
turing takes place. This week's vote by me- 
chanics, albeit on the eve of Thanksgiving, 
really was turkeys votingfor Christmas. & 





AOL Time Warner 


You've got trouble 


Arranging a future 


T HAS been a cracking autumn for AOL 
Time Warner’s content makers. The sec- 
ond “Harry Potter” film has stormed the 
box office; in December, the “Lord of the 
Rings” sequel is set to do the same. Two of 
its television series, “Friends” and “The 
West Wing”, scooped the top two Emmy 
awards. The new series of “The Sopranos”, 
on the company’s HBO cable channel, 
opened with higher ratings than any 
broadcast network that night. Which 
makes it all the more galling to Time War- 
ner's people that the group is being 
dragged down by troubles at AOL, the In- 
ternet arm that was originally supposed to 
reinvigorate Time Warner. 
On December 3rd, AOL promises to put 
them out of their misery. At an “aor Day”, 
it willunveil plans to turn around the trou- 


bled division, which is beset by dwindling p» 
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Imagine having homes all over the world. 
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Potter has a vision 


* subscriber growth, shrinking advertising 
revenues and investigations into its past 
accounting practices. Nothing has been 
announced. But insiders suggest that there 
will be three main elements to the plan. 

Thefirst will be an overhaul of advertis- 
ing strategy. Under its new head, Jonathan 
Miller, Aor has purged the ad team that 
led the reckless sales deals of the past, 
some of which are now under official in- 
vestigation. Irritating “pop-up” ads are out. 
AOL will now concentrate on new forms 
of "relationship advertising", such as 
sponsorship, which exploit, for instance, 
the video content made possible by a high- 
speed Internet service. 

Although nobody (people at Aor in- 
cluded) remotely expects this to restore the 
inflated advertising growth of the past, it 
points to the second feature of the rescue 
plan: a firm push into broadband. In the 
past, this idea has been fiercely resisted in 
some quarters. AOL flourished on the back 
of its simple-to-use, and lucrative, dial-up 
service. In theory, if people will pay for it, 
broadband offers the chance of extracting 
more revenue by charging for some of the 
faster and better-quality content that it de- 
livers. In practice, though, the transition is 
costly. Margins on AOt’s dial-up custom- 
ers are 55%, according to Merrill Lynch; on 
broadband customers, they are just 18%. 
This is chiefly due to the steep fees that 
AOL pays cable operators. Access to its ca- 
ble system was an important reason for 
AOL's bid for Time Warner, but the link 
has bedevilled AOL’s negotiations with ri- 
val cable carriers. 

Yet, as Mr Miller has realised, AOL can- 
not afford to be left behind, not least be- 
cause its rivals, including the cable compa- 
nies themselves, are pushing their 
broadband services aggressively. Micro- 
soft's MSN has been particularly vigorous. 
As John Frelinghuysen at Booz Allen, a 
consultancy, puts it: “AOL either trades up 


customers, or it loses them.” AOL will now 
push both its own all-in-one broadband 
package and a separate “top-up” to a stan- 
dard broadband connection. 

All the same, the immediate impact on 
profitability could be dramatic. Merrill 
Lynch predicts that AOL's earnings before 
interest, tax, depreciation and amortisa- 
tion could shrink from $1.7 billion in 2002 
to $830m by 2005—unless, that is, the com- 
pany can extract more revenue from sub- 
scribers with "HBO-style" premium con- 
tent. Which leads to the third part of the 
rescue plan: the use of exclusive in-house 
content for premium broadband services. 
This implies a complete u-turn in the rela- 
tionship between AOL and its sister con- 
tent divisions. 

In the early days of the merger, when 
Bob Pittman was trying to bash division 
heads together to extract synergies, the 
company stressed—with a nod to the regu- 
lators—that it would not keep its own con- 
tent to itself. Today, nobody is fretting 
about AOL Time Warner's dominance. It is 
both more publicly acceptable and com- 
mercially essential for the group to milk 
what it has. Since broadband enables 
more stuff to be shoved down the pipes on 
to the screen, there is a competitive advan- 


Fantasy games 


Role-playing 


TOKYO : 
A merger will not take Japan's video-game di 


NE is called Square; the other Enix. 
They are not film characters, rock 


groups, or a cute new pair of Japanese 
robots, but companies. And they each 


per followers since the mid-1980s. So 
when the two vi developers 
announced on November 26th that they 
would be merging next April, the fame 
of their role-playing games made it eas- 
ier than usual to be swept away by the 
news of a deal. What, after all, is an in- 
vestor to do when “Final Fantasy” joins 
forces with “Dragon Quest”? _ 

The answer is to ignore the “Dragon” 


and "Final" bits, and ask just how pagi. i fk 


other quests and fantasies have ever led 
to successful mergers. At best, a com- 
bined Square Enix will face the same 
problems that plagued the one-hit won- 
ders when they were separate. Neither 
firm, for example, owns a distribution 
channel. Ben Wedmore, an analyst at 
HSBC in Tokyo, argues that this gap is 
crucial, since updated versions of video- 
games grow stale more quickly than, say, 
business software: "if people are still in- 
terested after nine months, you've got 
something special." 


tage in having good stuff to shove. 

Unlike Microsoft, AOL Time Warner 
has a rich collection of films, Tv pro- 
grammes, magazines and music to raid to 
offer sneak previews, clips and music 
tracks to AOL subscribers-at a price. “AOL 
will have to have programming that peo- 
ple will pay for," said Richard Parsons, 
AOL Time Warner's head, in London in 
September. “Where better to turn for that 
than the rest of AOL Time Warner?" 

At its least controversial, this implies 
supplying content to AOL to help with mu- 
tually beneficial promotion. Whatis under 
consideration, however, may go much fur- 
ther. One idea is to hand over entire 
chunks of web editorial content from 
some of Time Inc's magazines, for the ex- 
clusive use of AOL subscribers. That such a 
notionis even on the table speaks volumes 
for today's smoother relations between 
the once-arrogant AOL and the resentful 
content businesses, thanks to the efforts of 
the low-key Mr Miller and Don Logan, 
head of one of the two overarching 
groups of divisions created by Mr Parsons. 
Such a radical about-turn in the use of in- 
house content may not be enough to sal- 
vage AOL, even if it happens—but it is 
about the best chance the company has. 8 
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Energy in Europe 


Electric shock 


BRUSSELS 


Atlast, a single market. Maybe 


HE single European market was intro- 

duced to great fanfare in 1992. In reality, 
though, creating a single market for goods 
and services within the European Union is 
a process, not an event—and a very slow- 
moving process it can be. In recent years, 
the single biggest goal of the liberalisers 
has been to force a faster opening of the 
European markets for electricity and gas. 
Together, these account for over €250 bil- 
lion worth ($250 billion) of sales every 
year in the EU. Yet market-opening has 
been lopsided. The British and Finnish 
markets are fully open, for example, but all 
French domestic users still have to buy 
electricity from their state monopoly, Elec- 
tricité de France (EDF). 

On November 25th European ministers 
finally agreed a date for complete liberal- 
isation across the EU. All business users 
will be free to choose energy suppliers by 
July 2004, and this right will be extended 
to all domestic users in 2007. The French, 
who had blocked any such agreement at 
recent European summits, have changed 
their position. France had found itself 
increasingly isolated in its efforts to slow 
liberalisation. And the interests of EDF, a 
state-owned giant that is Europe's biggest 
electricity supplier, now point in the direc- 
tion of market-opening. 

That is because EDF has ambitious 
goals for international expansion. It had 
run into a political backlash after recent 
takeover bids in Italy and Spain. Politicians 
there had complained that it was unfair to 
let EDF expand into other European mar- 
kets, so long as the French market re- 
mained closed. That objection will now 
lose some of its force. 

The German energy market may also 
change as a result of the new Eu decision. 
In theory, the German market is already 
100% liberalised. But new entrants have 
complained that they have been held back 
by regulatory obstacles. These too will be 
tackled, at least in theory (though in both 
France and Germany, it remains to be seen 
just what happens in practice). 

The two biggest consequences of en- 
ergy liberalisation are likely to be cheaper 
prices and a wave of corporate mergers, 
maybe even across European borders. 
Both effects have already been felt in Brit- 
ain, since competition was introduced to 
the energy business. Electricity prices for 
big consumers have fallen by around 40% 
in Britain since 1998; 34% of Britons have 
changed providers; and 55% of British 


households now get electricity from a for- 
eign-owned company. Companies from 
other European countries have expanded 
rapidly in Britain. EDF bought London 
Electricity in 1998 and Seeboard in 2002, 
and is now the fourth-biggest electricity 
supplier in Britain. 

This week ENI, an Italian energy com- 
pany, announced a €2.5 billion bid to take 
complete control of Italgas (it currently 
owns 44% of the company). ENI's manage- 
ment cited a desire to take advantage of the 
renewed impetus for energy liberalisation 
across Europe as a key motive for the bid. 
Other energy companies are thinking of 
making similar moves. Gaz de France has 
announced ambitious plans to expand in- 
ternationally and EDF will continue its ex- 
pansion drive. Observers of the European 
energy market believe, gloomily, that it 
may ultimately come to be dominated by 
three large, well-entrenched national 
champions: EDF, and the two German 
companies, RWE and E.ON. M 


GlaxoSmithKline 


Pay and display 


Too fast, Mr Garnier 


HE world's second-biggest drug firm, 

GlaxoSmithKline (GSK), does a thriv- 
ing trade in medicines for anxiety and de- 
pression. Just as well, given the growing 
unhappiness among British shareholders 
about the firm's performance. 

This week sK withdrew a plan to re- 
ward Jean-Pierre Garnier, its chief execu- 
tive, with an outlandish pay package 
worth at least £11m ($18m), after along and 
noisy row over it with institutional inves- 
tors. Only £935,000 would have come as 
basic salary. The rest would have been a 
complex mix of share options, free shares 
and other bonuses. 

GSK had argued that this huge package 
was needed to keep Mr Garnier's incen- 
tives in line with those of leading Ameri- 
can drug firms. But many British institu- 
tional investors, who hold roughly 70% of 
GSK's shares, balked at the sheer size of the 
package. Last year, Mr Garnier's pay deal 
already made him one of Britain's best- 
paid bosses. 

Shareholders also complained that Mr 
Garnier's performance targets would have 
been too lenient. Roughly half the shares 
assigned to Mr Garnier in the proposed 
deal were to depend on the firm's total 
shareholder return outperforming the 
FTSE 100 index over the next three years; 
the rest on the company achieving earn- 
ings growth of at least 9% above inflation 
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Most American drug firms link their 
chief executive's pay to share-price move- 
ments, which British investors consider a 
poor reflection of management quality. A 
few, such as Merck, use more complex 
measures, such as sales growth compared 
with rival companies. Gsk's shareholders 
wanted to know why most of Mr Garnier's 
financial incentives were not explicitly 
linked to Gsk's performance compared 
with that of other drug makers, rather than 
to the economy as a whole. 

Timing was also a problem. Like most 
pharmaceutical companies, GSK is going 
through a rough patch. It has recently lost 
the patent on one of its best-selling drugs, 
an antibiotic called Augmentin, and could 
well forfeit its monopoly on two other 
blockbusters, Wellbutrin and Paxil, should 
generic challengers succeed in court. It 
faces lean years ahead, with scarcely any 
new drugs to launch until 2005. A few key 
executives have left, and there are many 
claims that the company needs another 
merger or acquisition to boost its earnings 
and shore up its falling share price. 

In addition, growing public frustration 
at the cost of drugs, in America and in the 
developing world, leaves companies open 
to accusations of profiteering. Some com- 
panies have been more sensitive to the 
times: Sidney Taurel, head of Eli Lilly, re- 
duced his own base salary to $1 this year. 

Mr Garnier has now been forced to ac- 
cept last year's package. Had he been more 
patient, he might have avoided the whole 
embarrassing saga. GSK is looking for 
ways to compensate for its expiring pat- 
ents, and it has a strong salesforce. It also 
has 123 drugs in clinical development. Of 
course, some of these will fail in further 
tests, but it would take only a few multi-bil- 
lion dollar success stories for the company 
to vindicate its new "experimental" R&D 
organisation, introduced after the merger 
of GlaxoWellcome with SmithKline Bee- 
cham in 2000. Shareholders may not be 
willing to wait two or three more years for 
the fruits of Gsk's labours. But if they do, 
Mr Garnier might then be able to ask for 
payment on delivery. 8 
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The Economist November 30th 2002 
Italy's cultural patrimony 


The Colosseum is 
not (yet) for sale 


Could the private sector do a better job 
of running Italy's cultural heritage? 


HE lights almost went out for Botti- 

celli's “Birth of Venus" and Leonardo 
da Vinci's “Annunciation”. Last week the 
Uffizi Gallery in Florence received a final 
notice from Enel, Italy's electricity com- 
pany, for non-payment of its bill of 
€250,000 ($248,250). One of the world's 
oldest and most famous museums no lon- 
ger had the cash even for paper towels in 
the toilets. The explanation, says the cul- 
ture ministry in Rome, was a communica- 
tion problem, caused by a reorganisation 
of accounting arrangements at Italy's mu- 
seums. But the Uffizi's cashflow crisis is 
symptomatic of a general problem. 

Italy's cultural heritage is its biggest as- 
set. No other country has so much first- 
class art, so many ancient remains and 
such a quantity of beautiful piazzas, pal- 
aces and parks. According to one UNESCO 
estimate, Italy is the cultural repository of 
more than two-thirds of western civilisa- 
tion. But the state spends little on culture— 
just 0.18% of GDP—and an absence of tax 
breaks for donations gives the private sec- 
tor little incentive to help. 

To make matters worse, a bloated state 
bureaucracy runs ltaly's cultural patri- 
mony. Entrance fees are often low, shops 
unappealing and opening hours short. A 
tour of the museum of Palazzo Venezia in 
Rome, in the brief window of opportunity 
between siesta and cocktail hour, reveals 
an art display that is inexpertly lit and ex- 





What am I bid? 


Reebok 


Ethically unemployed 


Corporate social irresponsibility 


OW little the dangerous fashion for 

corporate social responsibility has 
to do with a truly responsible attitude by 
businesses is aptly shown by Reebok In- 
ternational. This American sports-goods 
supplier claims to have pioneered good 
corporate practice. 

Doug Cahn, the company's head of 
human rights, talks about values, fair- 
ness and principles, with all the zeal of 
an anti-corporate lobbyist. He presents 
the news that Reebok has just decided to 
withdraw business from a subcon- 
tracted factory in Thailand as a proof of 
corporate caring. The reason: the 400 or 
so workers employed there to make 
shorts and shirts were working for more 
than 72 hours a week. 

Itis responsible to press for better 
standards, but the supply of good jobs 
matters too. Workers at this Bangkok fac- 
tory were paid above the minimum 
wage, with health-and-safety rights that 
few local manufacturers would offer. 
Many factory employees in developing 
countries want to work more hours 
rather than fewer. 

Although Mr Cahn denies it, the com- 
pany seems to have pulled out to avoid 


plained with tiny, typewritten notes in 
Italian. And the most attractive bits of mu- 
seums, castles or archaeological sites are 
often in restauro, a near-endless undertak- 
ing as funds often tend to dry up mid-way 
through. 

Silvio Berlusconi, Italy's prime minis- 
ter, is now conducting an experiment. Un- 
der the stewardship of Giulio Tremonti, 
the economics minister, some of Italy's 
treasure trove will be privatised. Parlia- 
ment passed the proposal in June, despite 
howls of protest from the opposition. A 
new state agency, Patrimonio dello Stato, 
was set up to value Italy's cultural patri- 
mony and to decide what could be sold, 
leased or even securitised. 

To calm his critics, Mr Berlusconi has 
promised not to touch treasures that are 
part of Italy's national identity, such as the 
Colosseum, the leaning tower of Pisa or in- 
deed the Uffizi. Future owners of shares in 
Italian cultural treasures will not be able to 
buy a majority stake. Leases will be lim- 
ited to five years. Yet the new law is 
vaguely worded: it does not explicitly ex- 
clude a transfer to the private sector of It- 
aly's best-known treasures. 

Giovanna Melandri, a former culture 
minister, is a fierce critic of these propos- 
als. She says that the private sector should 


allegations that it was doing business 
with what critics call a sweatshop. 
"There are always people outside who 
want to talk with our factory workers to 
check our standards," he says. Reebok 
has been stung before. One troublesome 
former factory worker in Hong Kong, 
Han Dong-fang, hosts a ohn show call- 
ing for workers to telephone with their 
complaints. “He is a lightning rod for 
criticism,” says Mr Cahn, before adding 
quickly that “criticism is one of Reebok's 
most valuable resources.” 

Reebok may not have done its share- 
holders a favour either. If a clean cor- 
porate image boosted sales in the 
developed markets, it might be worth 
paying the price of finding a new fac- 
tory. Yet astonishingly, preset 
long involvement in ethical 
aoe no research to correlate si 

with sales or acia A 
valne, save Mt Cahn. Nor dose BERN, 
what his division costs the company. 
Since the most ethical way to do busi- 
ness is to attract investment and offer 
more people a way out of peasant la- 
bour, perhaps this practice should be re- 
labelled corporate social irresponsibility. 


be allowed to buy stakes in Italy's cultural 
heritage only if private owners are obliged 
to maintain and restore sites and to make 
them accessible to the public; and pro- 
vided that the state can take back the site 
should the new owners not fulfil these ob- 
ligations. Mr Berlusconi's law comes with 
no such strings. 

In August, Patrimonio published a first 
list of the value of items that might be sold, 
securitised or leased. The 800-page docu- 
ment lists cultural treasures, beaches and 
even prisons. The remains of the Villa Jo- 
vis, where Emperor Tiberius stayed on Ca- 
pri, are valued at just €90,000. The island 
of Pinosa, off the coast of Tuscany, is listed 
at €8m. And those tempted to buy San Vit- 
tore, a prison in Milan, will have to pay at 
least €20m. 

By the end of the year Patrimonio plans 
to publish a more specific list of items. The 
agency will probably need another year 
really to start privatising Italy's culture. The 
government hopes that Patrimonio will 
yield millions, if not billions of euros. It 
hopes that some of these funds can be 
used for Mr Berlusconi's pet project, a giant 
bridge between the mainland and Sicily. 
But for the millions of tourists who flock to 
Italy each year, the big question will be 
whether the lights stay on in the Uffizi. m 
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Face value | Whither Singapore Inc? 





Singapore's unique brand of capitalism needs an overhaul. Will Ho Ching do the right thing? 





ER Ho Ching’s father-in-law, Lee Kuan Yew, Singapore 
rose, to use his own phrase, "from third world to first". How 
did Mr Lee achieve this? He would say it was by consistently ig- 
noring intellectual fads. One such, in the 1970s, held that multi- 
national companies exploited poor countries; Mr Lee busily 
courted multinationals. Another (to which this newspaper sub- 
scribes) suggests that the private sector is usually better than the 
public sector at running businesses. Mr Lee made sure that the 
government owned Singapore's biggest companies. In this re- 
spect, Singapore was different from Asia's other "tigers". Hong 
Kong grew rich as a bastion of laisser faire; in Taiwan and South 
Korea, government may have guided, but rarely owned. 

Leaving aside one or two small hiccups, Singapore did well 
with its brand of "state capitalism", at least until the Asian crisis 
of 1997. Then came a short-lived recovery and another recession. 
Last year, Singapore's economy shrank by 2%; last week the gov- 
ernment lowered its estimate for growth this year to only 2%. Lee 
Hsien Loong, who is Singapore's deputy prime minister and fi- 
nance minister as well as being Lee Kuan Yew's elder son and Ho 
Ching's husband, has repeatedly lamented Singapore's lack of 
entrepreneurialism. An awareness is sinking in among the is- 
land's ruling elite that a model that turned a swamp into a 
metropolis may not work as well when it comes to turning the 
metropolis into a citadel of the "knowledge economy". An un- 
precedented gloom has descended on Singapore Inc. 

Ho Ching is the woman chosen to clear the gloom. In May, 
she was appointed to the helm of Temasek, a government hold- 
ing company that is the most concrete expression of Singapore 
Inc. Temasek owns (in effect) controlling stakes in 20 of Singa- 
pore's biggest companies and many smaller ones. 

Ms Ho is spectacularly well connected. Quite apart from her 
powerful father-in-law and husband, her brother-in-law, Lee 
Hsien Yang, also happens to run Singapore Telecommunications 
(SingTel), Temasek’s and Singapore’s largest company. In August, 
Bloomberg, a news agency, ran an article ascribing her promi- 
nence to nepotism. The Lees’ lawyers rang, and Bloomberg re- 
tracted the offending article and paid hefty damages. 

Her qualifications are certainly not to be sneezed at. A Stan- 
ford-educated engineer, she ably ran Temasek's defence con- 


glomerate for a decade. But the strongest argument for putting 
someone like Ms Ho in charge of reforming Singapore Inc is pre- 
cisely those family connections. A trusted insider is more likely 
to break down the barriers to change in this small country than 
an outsider would be. That does not, of course, guarantee that 
she will do this. Asking Ms Ho her plans is not an option, since 
she declines to grant interviews to foreign newspapers. Tema- 
sek's new charter, published in July, is not helpful either. Using 
ambiguous jargon (“rationalise”, "consolidate", “strategic de- 
velopment"), it says that the government will keep some compa- 
nies, allow others to find foreign partners, perhaps divest a few, 
start a few others, and so on. All possibilities are covered. 

Looking at what Temasek's companies have actually been 
doing is more confusing still. This month, for instance, battle 
raged over one listed Temasek-controlled company: NatSteel, a 
steel maker. It appeared to be settled only after another Temasek 
company-DBS, a bank—agreed to sell its stake in NatSteel to a ty- 
coon backed by the government. Other Temasek companies 
have botched share offerings, made staff changes, and so on. But 
as to overall direction, nobody is any the wiser. 

Assuming that she plans to do something eventually, is Ms 
Ho still getting ready for action? Or has she yet to decide what to 
do? In broad terms, she has only two options, beyond inaction. 
She can try to become a sort of Singaporean Jack Welch—an anal- 
ogy actually used in the local press—and run the Temasek stable 
rather as legend says he ran GE, boosting profits and creating 
winners. Or she might become a Singaporean Margaret 
Thatcher, breaking up Temasek and liberating the corporate sec- 
tor from its government shackles. 

The Welch approach would require management genius. 
Many of Singapore's companies certainly could use a bit of that. 
Stern Stewart, a consultancy, recently calculated a "wealth 
added index" for Singapore's companies. This compares returns 
generated with those said to be expected by the market. The in- 
dex found that a few Temasek companies, notably Singapore 
Airlines, have rewarded their shareholders well. Others, such as 
the oil company, land developer, telecoms operator, shipping 
line, semiconductor maker and hotel firm, have disappointed. A 
brilliant manager, with a more aggressive, hands-on approach 
than has been used of late, could turn thém all around. 


A time for boldness 

One advantage of the Thatcherite approach, which requires less 
management genius, is that it is so much simpler. It would also 
be much bolder, breaking with Singapore's tradition. Ms Ho and 
her family know of the criticism that the present structure stifles 
entrepreneurship. A common joke in Singapore is that working 
for Temasek companies is like doing national service. 

They must also have become aware of the pariah factor that 
comes with government ownership. The only way for Singa- 
pore's top firms to prosper is to expand beyond their tiny home 
market, regionally or even globally. But government ownership 
deters many potential foreign partners. Lee Hsien Yang's SingTel 
is a prime example. It was defeated in takeover attempts in Hong 
Kong and Malaysia, in large part for this reason. 

Only à fool underestimates this family. Mr Lee senior was 
bold in his time. The second generation (not least Ms Ho) might 
yet be as courageous. But the true test will be whether it realises 
that the most productive thing that it can do is to break up the 
Singapore Inc that it has inherited. m 





Corporate America's woes, continued 


The aftershocks from Enron’s downfall a year ago still reverberate 


ECEMBER 2nd sees the first anniver- 
sary of the bankruptcy of Enron, once 
the seventh-biggest company in America. 
The downfall of the Texas energy-trading 
giant dealt a blow to corporate America 
from which it has still to recover. After a de- 
cade of uncontested dominance, the supe- 
riority of American-style capitalism was 
suddenly in doubt. New laws were passed 
this summer, but there remain plenty of 
questions about the future shape and ap- 
propriate regulation of corporate America. 
Enron’s original sin was to remove big 
liabilities from its balance sheet and put 
them into “special-purpose entities”, fi- 
nancial structures whose special purpose 
seemed to be to remove unpleasantness 
from the sight of investors. When this veil 
could be held up no longer, the company 
had to restate its profits for the years from 
1997 to 2000, knocking more than $1.2 bil- 
lion off its book value. The change was 
more than the company could bear: after a 
half-hearted effort at a merger with a rival 
firm, Dynegy, it filed for bankruptcy. 
Enron’s dodgy accounting was not an 
isolated case. Other companies, it tran- 
spired, had also been concealing their true 
financial position from the outside world. 


In June, WorldCom, an acquisitive tele- 
coms company, revealed that it had fid- 
dled its accounts to the tune of $3.8 billion 
in the 15 months to the end of March. An- 
other telecoms company, Global Crossing, 
went bust after boosting revenues by “ca- 
pacity swaps” with other telecoms 
firms-a practice that proved to have been 
common in both telecoms and energy. 

For a while, all this might have seemed 
just the overdue come-uppance for a 
bunch of new-economy parvenus. Enron 
and WorldCom had set out to revolution- 
ise their industries on the back of deregu- 
lation (which let them into new markets) 
and the Internet (which changed the eco- 
nomics of entry). Neither had a seat at the 
table of America’s corporate elite. They 
were pushy and they were hasty; was it 
surprising that they stumbled? 

Yet it now emerges that some 250 
American public companies will have to 
restate their accounts this year, compared 
with only 92 in 1997 and three in 1981. On 
this year’s list are such luminaries as Xe- 
rox, which in April paid a $10m fine to set- 
tle a case brought against it by the Securi- 
ties and Exchange Commission (SEC). 
Xerox admitted that it had overstated its 


profits by $1.4 billion between 1997 and 
2001. The fine was the largest ever paid by 
a public company for financial fraud. 

Not surprisingly, investors have lost 
trust in the measures of corporate perfor- 
mance that they are given, as well asin the 
people who give them. Chief executives 
and accountants have become a despised 
breed, less trusted even than politicians 
and journalists. After the excitement of the 
bubble years, more than half of all house- 
holds in America own shares. Many have 
401(k) pension plans that are heavily in- 
vested in the shares of the company they 
work for—as Enron employees had cause 
to regret. The spread of equity ownership 
put the issues raised by Enron and its fel- 
low sinners higher up the political agenda. 


Allocating blame 
All these issues are encapsulated in the 
phrase “corporate governance”, a phrase 
scarcely heard ten years ago. The word 
"governance" comes from the Greek for 
“steering”. For a boat to be steered safely it 
needs a good captain and crew, plus reli- 
able measures and instruments to gauge 
its progress. But much of corporate Amer- 
ica seems, with the benefit of hindsight, to 
have had neither a good captain nor a reli- 
able way of gauging where it was going. 
Blame for the disasters was directed 
first of all at auditors, shareholders’ ap- 
pointed guardians of managers’ account- 
ing probity. One name soon came to the 
fore. Arthur Andersen turned out to have 
been auditor of some of the worst deceiv- 
ers: among them Enron, WorldCom and 
Global Crossing, the three largest bank- » 








l 
" 


^csses5222885 


| 3998 99 200 0 


> ruptcies in recent corporate history. 
One of Andersen's faults was the unre- 
solved conflict of interest between its au- 


diting and its (faster-growing, higher-mar- 


gin) consulting business. In 2000, for 
example, it earned $25m from auditing En- 
ron's books and another $27m from pro- 
viding various consulting services to the 
company. Its so-called "aggressive" ac- 
counting policies had, in effect, been ag- 
gressive cross-selling of its other services. 

One of the accounting firms' argu- 
ments in favour of doing auditing and con- 
sulting under the same roof was that only 
by offering the promise of glamorous and 
highly-paid consulting work could they re- 
cruit bright, creative young people into 
their profession. It now seems that some of 
their recruits were too bright and creative. 
Auditing is rather like police work; it needs 
thorough and suspicious minds, rather 
than creative geniuses. 

Andersen was by no means the only 
big five firm to fall from grace. Xerox's audi- 
tor was KPMG. Ernst & Young is being sued 
(for auditing improprieties) by two federal 
regulators, the sEC (over PeopleSoft) and 
the Fpic (over Superior Bank). But Ander- 
sen was the only one actually to go out of 
business. When it was revealed to have 
shredded documents about Enron, and 
the Department of Justice decided to bring 
a criminal indictment against it, Andersen 
was doomed. From August 31st this year, it 
ceased to operate. The big five accounting 
firms became the big four, further shrink- 
ing an already concentrated industry. 

The second target of investors' wrath 
was top corporate executives, and the 
boards that appointed them and con- 
doned their extravagant rewards. Global 
Crossings Gary Winnick made over 
$500m from sales of his company's shares 
in the two years before it went bankrupt. 
Kenneth Lay, the boss of Enron, made 
around $220m. WorldCom's chief finan- 
cial officer, Scott Sullivan, took some $35m; 
Kenny Harrison, a mere non-executive di- 
rector of Enron, $75m. 

High rewards were being enjoyed by 
more than just pushy parvenus linked to 
dud companies. Investors were shocked to 


find, from affidavits filed in his dispute 
with his estranged wife, that Jack Welch 
had gathered assets of some $500m from 
his 20-year stint at the helm of General 
Electric, and that he was being paid a pen- 
sion of $7.5m a year plus free access to a 
corporate jet and a Manhattan apartment. 
This was the first that investors had heard 
of Mr Welch's pension arrangements, 
which were not disclosed in GE's accounts. 

That such rewards were possible was 
largely due to share options. Given gener- 
ously in the 1990s in the hope that they 
would align managers' interests with 
those of shareholders, these in effect moti- 
vated the unscrupulous to massage their 
company's figures and persuade their au- 
ditors to go along with them. (In the case of 
Enron, Andersen did not take much per- 
suading. Partners who objected were 
moved to other clients.) Insiders exercised 
their options before accounting deceits 
were revealed and share prices collapsed. 

So far it has proved hard to find any- 
thing illegal in much of this. Many ac- 
counting dodges that companies exploited 
were consistent with the letter, if not the 
spirit, of America’s generally accepted ac- 
counting principles (GAAP). Share options 
may (controversially) not have been “ex- 
pensed”—ie, treated as a cost for the pur- 
poses of companies' profit and loss ac- 
count—but they were listed in footnotes, 
available for any half-numerate analyst to 
make the calculation for himself. 


The remedy 

The Sarbanes-Oxley act became law in 
July. Drummed up in haste to placate the 
cries of share-owning America for retribu- 
tion, the legislation had one main aim: to 
clean up the auditing process. Among 
other things, it sets up a Public Company 
Accounting Oversight Board to oversee au- 
ditors; it makes it *unlawful" for account- 
ing firms to offer a number of other kinds 
of services to companies whose accounts 
they audit; and it demands that directors 
sitting on companies’ audit committees 
(who are responsible for choosing the 
firm's auditors) be “independent”. 

The accountants showed they had not 
lost all their political clout by persuading 
legislators to dilute a clause in the original 
bill that would have forced companies to 
rotate their auditors every five years (on 
the grounds that objectivity fades with 
time and familiarity). Instead, the act 
merely insists that the "lead audit partner" 
be rotated every five years. "A ludicrous 
proposal," says Max Bazerman, a profes- 
sor at the Harvard Business School. 

The act was followed in August by the 
New York Stock Exchange's proposals for 
improving corporate governance at NYSE- 
listed companies. These too put great faith 
in the idea of director "independence", 
proposing that within two years a major- 
ity of any listed company's directors be in- 


dependent of the company-ie, have no 
material relationship with it. 

Some companies plan to go further. Jef- 
frey Immelt, Jack Welch's successor as boss 
of GE, has said that he wants a board with 
two-thirds of its members indepen- 
dent-on the Nyse’s definition. Paolo 
Fresco, the chairman of Fiat and before 
that a senior manager at GE, and Scott 
McNealy, chairman and chief executive of 
Sun Microsystems, are stepping down 
from GE's board. Both men's companies 
do business with GE, which means they 
are not independent. How easy will it be 
for GE to find directors who are? 

The Sarbanes-Oxley act has not got off 
to a good start. Opposition to it was fierce 
and it was almost strangled at birth. Only 
when WorldCom's accounting fraud was 
unveiled in June did the momentum be- 
hind it become unstoppable. Then in No- 
vember Harvey Pitt, the controversial 
chairman of the sEC, which is charged 
with putting much of the act into effect, re- 
signed. He was followed by his choice of 
chairman for the five-member oversight 
board: William Webster, a former director 
of the cra not overburdened with the “fi- 
nancial literacy” that the act stipulates for 
the job. The oversight board remains with- »» 


The charges so far 


A little list, but getting longer 
* Enron. In October, Andrew Fastow, 
former finance director, was charged 
with fraud and conspiracy. Michael 
Kopper, an assistant to Mr Fastow, 
pleaded guilty in August to charges of 
eh ic it pelo pani ering. 
* WorldCom. Scott Sullivan, ex-fi- 
nance chief, was indicted in August on 
charges of securities fraud and making 
false filings with the sec. He pleaded 
not guilty. Au septemon David Myy, | 
pleaded guilty to similar charges. Bu- __ 
ford Yates, ex-director of acco 
piedad pily o settes ad 
° New prosecutors 

Dennis Kozlowski and his finance 
chief, Mark Swartz, with stealing more 
than $170m from the company and ille- 
gally obtaining more than $400m by - 
selling shares. Mark Belnick, a former 
general counsel, was charged with six 
counts of falsifying records. All pleaded 
not guilty. 

John Ri- 


s Adcinbis Col TERT 
gas and two sons have ben charged 


partner, David Duncan, has pleaded 
guilty to shredding documents. 





> out a chairman, as does the SEC. 

The act has also been widely criticised 
for its woolly wording. Frits Bolkestein, a 
European commissioner, says that it “has 
been drafted in a rush and it shows.” Signs 
of hurried drafting appear in the strange 
way in which it insists that foreign banks 
listed in America ban loans to their direc- 
tors while, in effect, exempting American 
banks from the same requirement. Such 
anomalies may offer rich pickings for law- 
yers, who were also well rewarded by the 
act’s requirement that chief executives and 
chief financial officers personally certify 
that their companies' "financial state- 
ments and disclosures fairly represent, in 
all material respects, the operations and fi- 
nancial condition" of the company. 

All this, unfortunately, is unlikely to be 
enough to guarantee that accounts are, in 
future, any more "fair" than in the past. In 
this month's Harvard Business Review, in 
an article entitled, "Why Good Accoun- 
tants Do Bad Audits", Mr Bazerman, an ex- 
perimental psychologist, explains how hu- 
man bias gets in the way. 

With his co-authors, George Loewen- 
stein and Don Moore, Mr Bazerman main- 
tains that people are hard-wired to act 
with “self-serving bias". In a controlled ex- 
periment, 139 auditors were given five 
ambiguous auditing vignettes and asked 
to judge the accounting in each. Half were 
told to suppose they had been hired by the 
company they were auditing; half that 
they had been hired by another company 
that was doing business with it. For all five 
vignettes, the subjects were, on average, 
30% more likely to find that the accounting 
behind the numbers complied with GAAP 
if they were playing the role of auditor to 
the firm. Similar degrees of bias have been 
found in comparable situations. 

The authors note that "these experi- 
ments show that even the suggestion of a 
hypothetical relationship with a client dis- 
torts an auditor's judgment. Imagine the 
degree of distortion that must exist in a 
long-standing relationship involving mil- 
lions of dollars in ongoing revenues." 
Their conclusion is that auditors should be 
regarded "as more like tax collectors than 
partners or advisers." 


The view from elsewhere 

Europeans began by being rather smug 
about Enron and its fall-out. It couldn't 
happen here, some suggested, because of 
Europe's different view of the purpose of 
accounts and of the role of chief execu- 
tives. There are indeed big differences. 

The British, for example, maintain that 
accounting is more art than science. British 
accounts include the auditor's subjective 
opinion that “the financial statements give 
atrue and fair view of the state of affairs of 
the company and the group". American 
auditors affirm that the accounts accord 
with GAAP rules—all 144 of them, each 


with pages and pages of intricate detail. 
Like overcrowded market towns, such ob- 
jective rules are made to be by-passed. 
American lawyers are good at that. 

The other big difference between Eu- 
rope and America lies in their attitude to 
bosses. Americans like to appoint aman to 
the top job and let him get on with it. Euro- 
peans are more cynical, believing that 
those chief executives who are not power- 
crazed when appointed will soon become 
so. Left too much to their own devices, 
such people are, they fear, as likely to run 
off with the business as to get on with it. 

In America, the jobs of chief executive 
and chairman are usually combined; in 
Europe, they are usually not. Sir Adrian 
Cadbury, chairman of a British committee 
that looked into corporate governance in 
the early 1990s (many of whose recom- 


mendations are now required of compa- 
nies listed in London) wrote recently that 
“the jobs of chairman and chief executive 
demand different abilities and, perhaps, 
temperaments. It is very much in share- 
holders' interests to ensure they are per- 
formed by different people." 

Any smugness in Europe about Enron, 
however, has not lasted long. It has plenty 
of its own scandals to explain. Lernout & 
Hauspie, a Belgian manufacturer of voice- 
recognition software, "invented" millions 
of dollars of fictitious sales in South Korea. 
MyTravel, a big British holiday tour oper- 
ator, was forced to restate its previous 
year's profits when its auditors, Deloitte 
and Touche, said that the accounting poli- 
cies approved by their predecessor were 
"too aggressive". No surprise, perhaps, 
that the predecessor was Andersen. And 
then there is Vivendi, a sewerage-to-films 
conglomerate that Jean-Marie Messier, its 





French boss, ran into the ground through a 
combination (familiar to Americans) of 
hubris and creative accounting. 

Like America, Europe has responded 
with measures to improve corporate gov- 
ernance. The Germans have produced a le- 
gally binding corporate-governance code, 
to be reviewed once a year. In Britain, à 
committee under Derek Higgs, an invest- 
ment banker, is expected to recommend 
that boards be more open about how they 
appoint non-executive directors. The EU 
published its own proposals in November, 
putting the responsibility for company ac- 
counts firmly on the shoulders of boards. 

Europe may still have something to be 
smug about. A recent survey by the Econo- 
mist Intelligence Unit, a sister company of 
The Economist, looked at the top ten com- 
panies by market capitalisation in several 
countries and judged how transparent 
they were on corporate governance—de- 
tails of executive-pay schemes, how they 
chose their auditors, how they selected 
non-executive directors and so on. Top of 
thelist came Germany, followed by France 
and Britain. America was next to last, beat- 
ing only Japan. 

The narrow focus of the response to En- 
ron may blind companies to deeper issues. 
One is the blurring of the boundaries of 
the corporation. Both geographically and 
legally, companies are no longer the uni- 
fied, self-contained organisations that they 
were. Through outsourcing, joint ventures 
and strategic alliances that stretch around 
the globe, they are coming to resemble 
loose networks of relationships. Most 
large companies now have at least 30 alli- 
ances, and many have more than 100. 
Some are beginning to see the manage- 
ment of these networks as a key function— 
but you cannot often tell from reading 
their accounts. 

At the heart of the Enron story sat the 
“special-purpose entities" that were kept 
off its balance sheet. But all sorts of cor- 
porate risks remain unrecorded in compa- 
nies’ accounts. In perfectly healthy Dell’s 
accounts, for instance, there is no mention 
whatsoever of Taiwan. Yet almost all the 
semiconductors that go into Dell's com- 
puters are made by subcontractors in one 
earthquake-prone region of this politically 
sensitive country. Should Dell not tell in- 
vestors about this? 

Enron and WorldCom were seen to be 
largely about fiddling the figures in finan- 
cial reports and rewarding executives ex- 
cessively. The Sarbanes-Oxley act and 
other measures may lull investors into 
feeling that it is safe once again to go back 
into the water. But the real lessons to take 
away from Enron and WorldCom are that 
financial reporting can never be an exact 
science, and that managers will be as 
greedy as they can get away with. Inves- 
tors will always need to be armed with 
scepticism and tough questions. @ 
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Finance and economics 


The economics of war 





Calculating the consequences 


NEW YORK 


Recent studies suggest that even a successful military campaign in Iraq could carry 


a hefty price tag 


66 TT SEEMS likely that Americans are un- 
derestimating the economic commit- 
ments involved in a war with Iraq," says 
William Nordhaus, an economics profes- 
sor at Yale University. Given all the impon- 
derables surrounding such a war, it is sur- 
prising how many experts (like Mr 
Nordhaus) are trying to work out how 
much it might cost. After all, it is not clear 
whether Saddam Hussein's grip will 
crumble or if he might use weapons of 
mass destruction. And it is anybody's 
guess whether OPEC countries will re- 
place any lost Iraqi production—or might 
slash output in a general Arab boycott. 
The findings of the most ambitious ef- 
fort to date, undertaken by the Centre for 
Strategic and International Studies, an 
American think-tank, were unveiled this 
week in New York. Over the course of the 
past few months, csis has tapped experts 
from various fields to try and quantify the 
likely impacts of war. First, the group's mil- 
itary and geopolitical gurus defined four 
likely military outcomes: no war; a benign 
war that lasts four to six weeks; a thornier 
intermediate option that lasts up to three 
months; and a “worse” case that drags on 
for as long as six months. The group inten- 
tionally set aside still worse possibilities, 
such as the use of nuclear weapons. 
For each of these options, oil-market 
analysts convened by csis speculated 


over the likely path of oil prices. Their pre- 
dictions were then fed into macroeco- 
nomic models that took into account the 
positive inputs, such as higher govern- 
ment spending, as well as the negative 
ones, such as higher inflation. They also 
factored in the role of market psychology, 
recalling the experience of the 1970s when 
oil shocks were accompanied by hoarding 
and panicky behaviour. 

The group reached some striking con- 
clusions. For a start, the no-war scenario is 
not necessarily the best for the economy. 
That is because lingering uncertainty 
about a possible war will continue to de- 
press markets and add a risk premium that 


i Over a barrel 


Price of crude oil (West Texas Intermediate) 
$ per barrel, scenario: 
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boosts oil prices and acts as a drag on 
growth. At the other extreme, if things turn 
ugly, the team predicts that oil prices could 
spike up to $80 a barrel and, more damag: 
ing in economic terms, stay at around $40 
for many months thereafter (see chart). 

In the end, though, the group's assess- 
ment of the cumulative cost of war to the 
end of 2004 is not overly alarming: about 
$55 billion in the benign scenario, and 
around $120 billion in the worse-case sce- 
nario. (The higher numbers in the table be- 
low are for a whole decade.) The Congres- 
sional Budget Office and a committee of 
the House of Representatives have also 
done some sums, and both came up with 
estimates of $50 billion-60 billion for a 
shortish war. The Gulf war cost about $80 
billion in today’s money, although much 
of that was recouped by contributions 
from Saudi Arabia and other allies, which 
are not likely to be repeated this time. Even 
so, America can afford all the scenarios. 

Some even suggest that the war could 
be an economic boon. Most wars in Amer- 


ica's history have—thanks to massive gov- »» 
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. * ernment spending on defence—tended to 


stimulate the economy. A notable excep- 
tion to that, however, was the Gulf war, 
which was followed by recession. Even so, 
say some extreme imperialists, if Saddam 
Hussein is ousted, then America will be 
ableto turn Iraq into its own private pump- 
ing-station. Private or not, higher Iraqi out- 
put would mean that oil prices would drop 
for a while and America's economy (along 
with other oil-consumers') would benefit. 
Larry Lindsey, a top economic adviser 
to President George Bush, made precisely 
this argument recently: “When there is a 
regime change in Iraq, you could add 
3m-5m barrels of production to world sup- 
ply...successful prosecution of the war 
would be good for the economy." The snag 
in this rosy plan is the dilapidated state of 
Iraq's petroleum infrastructure: oilmen 


Bahraini banks 


say it would take 5-10 years for Iraqi output 
to reach such unprecedented levels (even 
assuming a post-Saddam Iraq would actu- 
ally want to flood the world market with 
oil). Mr Lindsey offered an even more 
cheerful forecast: he estimated that even a 
prolonged war would not cost more than 
$100 billion-200 billion, or about 1-2% of 
America’s GDP. 


What's the worry, then? 
Hang on a minute, says Mr Nordhaus, who 
argues in the latest New York Review of 
Books that none of the recent analyses of 
war goes far enough. In general terms, he 
agrees with their estimates for the direct 
military costs for the various scenarios. But 
he insists they underestimate the long- 
term costs to America from an Iraqi war. 
He points to the high costs likely to be 


In the shadow of Saddinn 


Bahrain stroubles could boost Dubafsambitions 


their exposure to the Middle East since it 
became clear that an American-led at- 
tack was a real possibility. The Bahrain 
Monetary Agency (BMA, the country's 
central bank) has been forced to prop up 
at least two Bahraini investment banks 
in recent months , after a string of down- 
grades by credit-rating agencie 

One of the banks, Bahrain Interna- 
tional Bank (B18) unveiled losses this 
week of $49m for the first nine months 
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Credit Suisse First Boston. Further dis- 
cussions are scheduled for early Decem- 
ber, after the religious holiday at the end 
of Ramadan. 


At the same time, BIB is asking its 
shareholders for an adc | 
$30m-som from a rights issue. But the 
appetite of investors for new BIB equity 
has been low since the default was re- 
vealed. The announcement, in late Octo- 
ber, that the Internal Revenue Service 
had seized some of BIB's American as- 
sets over a $26m tax bill has done little 











ler this month, Capital fan M 
downgraded another small Bahraini in- 
vestment bank, to which is also re- 
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incurred after a military victory is secured: 


eg, in peacekeeping, reconstruction and 
nation-building. Mr Bush has openly com- 
mitted America to rebuilding Iraq after 
ousting Mr Hussein. By examining inter- 
national experience in post-war Kosovo, 
East Timor, Haiti and other recent cases, 
Mr Nordhaus estimates that such non-mil- 
itary costs could reach $600 billion if a lib- 
erated Iraq turns out to be more like the 
West Bank than Kosovo. 

He also worries that an Arab boycott or 
some other political factor could keep a 
significant share of OPEC oil off the market 
for many months. And that, of course, 
would mean higher oil prices, higher infla- 
tion, lost economic output, and so on. All 
told, Mr Nordhaus thinks that even an 
Iraqi invasion that went well would proba- 
bly cost about $120 billion in today's 
money over the next decade—and one that 
went horribly wrong could end up costing 
a whopping $1.6 trillion. 

The estimators differ in the purpose, 
methodology and sophistication of their 
analysis. But, taken together, recent prog- 
noses point to one conclusion: even a short 
war will prove fairly costly, while a messy 
one could deal the economy a severe blow. 
Mr Bush has often stressed the possible 
price—in terms of national security—of not 
going to war against Saddam Hussein. 
These studies suggest that he should start 
preparing Americans for the economic 
costs of going to war as well. m 


French banking 


Credit where it’s 
due 


BNP Paribas swoops on Crédit Lyonnais 


ga | CANNOT imagine that a democratic 
state could sell such an important 
stake without any competition,” declared 
Daniel Bouton, chairman of Société Géné- 
rale, France's third-largest bank. Until last 
weekend, he had feared that the French 
government would sell its 10.9% stake in 
Crédit Lyonnais, the bank it rescued with 
public money in the 1990s, privately to 
Crédit Agricole, a big mutual bank that 
serves French farmers. But on the night of 
November 22nd, to general amazement, 
Francis Mer, finance minister, put the stake 
up for sale to whomever-including, in the- 
ory, foreign banks—could offer the highest 
price in 22 hours. BNP Paribas, France's 
largest bank by market capitalisation, car- 
ried off the prize. 

By far the happiest with the auction's 
outcome is the government. Mr Mer had 
been content to pursue the plan of Laurent 
Fabius, his Socialist predecessor, to create a »» 
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The future's still not clear 


> French national champion, by pushing 
Crédit Lyonnais into the arms of Crédit 
Agricole. But when Crédit Agricole refused 
to pay €44 per share ($44), the lowest price 
he was prepared to accept, he lost patience. 
BNP Paribas, the auction's winner, bid €2.2 
billion, or €58 a share, for the stake, a 49% 
premium over the market value and a 
quarter more than the next-highest bid. 
Advisers to Mr Mer joked that BNP Pari- 
bas's bid document must have contained a 
typing error. 

Thelosers from the sudden sale are Cré- 


dit Agricole and Crédit Lyonnais's chief ex- 


ecutive, Jean Peyrelevade. Having refused 
to pay €44 a share in a private deal, Crédit 
Agricole reportedly offered that amount in 
the public auction, only to lose. Part of the 
problem is that Crédit Agricole's decentral- 
ised, mutual structure makes it difficult for 
its “barons” in the countryside to agree on 
anything quickly. 

Mr Peyrelevade, who wants to keep his 
bank independent, has so far maintained 
what one French banker calls a Soviet bal- 
ance of power between the bank's biggest 
shareholders. As soon as one looms too 
large, he courts another. This time though, 
he miscalculated, stringing out his negotia- 
tions with Crédit Agricole to a point where 
Mr Mer stopped believing that the two 
banks had any real desire to merge. 

Mr Peyrelevade now faces the likeli- 
hood that BNP Paribas or, just possibly, So- 
ciété Générale, will bid for the whole of 
Crédit Lyonnais once a shareholder pact 
designed to protect the bank from takeover 
ends at the end of June 2003. Either bank 
would fold Crédit Lyonnais's wholesale 
banking business into their own opera- 
tions. To avoid that, Mr Peyrelevade may 
have to run back to Crédit Agricole, which 
already owns 10.5%, with more concilia- 
tory words than those of recent months. 

For now, BNP Paribas denies that it in- 
tends to buy the whole of Crédit Lyonnais. 
But Michel Pebereau, its chairman, is un- 
likely to have paid such a high price for the 
stake unless he has designs on the whole. 





With Crédit Lyonnais in its grip, BNP Pari- 
bas would increase its share of the French 
retail banking market from 8% to 14%. 

One likely opponent of any such move 
would be AGr, the French insurance sub- 
sidiary of Germany's Allianz, which owns 
about 10% of Crédit Lyonnais. French 
bankers are preparing themselves for a 
battle to echo the one that Banque Na- 
tionale de Paris (BNP), Paribas and Société 
Générale waged in 1999, which ended 
with BNP wresting control of Paribas. As 
one banker says, "BNP Paribas is usually 
the winner." m 


Financial markets 


Robo-traders 


BRISTOL 
Computerised trading agents may help 
humans build better markets 


HANKS to slumping markets, invest- 

ment banks are shedding many of their 
highly-paid traders. When markets re- 
cover, the banks might be tempted to re- 
place them with rather cheaper talent. One 
alternative has been around for a while 
but has yet to catch on: autonomous trad- 
ing agents—computers programmed to act 
like the human version without such 
pesky costs as holidays, lunch breaks or 
bonuses. Program trading has, of course, 
been done before; some blamed the 1987 
stockmarket crash on computers in- 
structed with simple decision-making 
rules. But robots can be smarter than that. 

Dave Cliff, a researcher at Hewlett- 
Packard Laboratories in Bristol, England, 
has been creating trading robots for seven 
years. In computer simulations he lets 
them evolve "genetically", and so allows 
them to adapt and fit models of real-world 
financial markets. His experiments have 
suggested that a redesign of some markets 
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could lead to greater efficiency. 

Last year, a research group at IBM 
showed that Mr Cliff's artificial traders 
could consistently beat the human variety, 
in various kinds of market. Nearly all take 
the shape of an auction. One well-known 
type is the English auction, familiar to pat- 
rons of the salesrooms of Christie's and 
Sotheby's, where sellers keep mum on 
their offer price, and buyers increase their 
bids by stages until only one remains. 

At the other extreme is the Dutch auc- 
tion, familiar to 17th-century tulip-traders 
in the Netherlands as well as to bidders for 
American Treasury bonds. Here, buyers re- 
main silent, and a seller reduces his price 
until it is accepted. Most markets for 
shares, commodities, foreign exchange 
and derivatives are a hybrid of these two 
types: buyers and sellers can announce 
their bid or offer prices at any time, and 
deals are constantly being closed, a so- 
called "continuous double auction". 

Mr Cliff's novel idea was to apply his 
evolutionary computer programs to mar- 
ketplaces themselves. Why not, he 
thought, try and see whattypes of auction 
would let traders converge most quickly 
towards an equilibrium price? The results 
were surprising. In his models, auctions 
that let buyers and sellers bid at any time— 
like most of today's financial exchanges— 
were less efficient than ones that required 
relatively more bids from either buyers or 
sellers. 

These "evolved auctions" also with- 
stood big market shocks, such as crashes 
and panics, better than today's real-world 
versions. Mr Cliff's most recent results, 
which will be presented in Sydney, Austra- 
lia, on December 10th, show that the best 
type of auction for any market depends 
crucially on even slight differences in the 
number of buyers and sellers. 

Bank of America has been investigat- 
ing these new auctions, along with robotic 
traders, for possible use in electronic ex- 
changes. The hope is that today's financial 
auctions and online marketplaces might 
work better by becoming more like their 
English and Dutch forebears. But what to 
call such multi-ethnic hybrids? Here's in- 
troducing the "Cliffhanger". m 
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Japanese life insurers 
No policy is the 
best policy 


TOKYO 
The condition of Japan's life-insurance 
industry is not improving 


IX Japanese life insurers have gone bust 

in the past three years. Like their coun- 
terparts elsewhere, Japanese firms are 
locked into unprofitable long-term con- 
tracts. Sold in the bubble years, these pro- 
mise to pay high rates of return, far above 
what life insurers can earn at a time of ul- 
tra-low interest rates and deflation. On No- 
vember 26th, the top seven Japanese insur- 
ers showed that they have still found no 
way out of this dilemma. They predicted 
that they would lose ¥1.1 trillion ($9 bil- 
lion) in the year to March 2003-extending 
a decade-long run of losses. 

Policyholders are responding by can- 
celling policies, putting fresh pressure on 
the insurers. But they may soon have even 
more to worry about. The industry's poli- 
cyholder-protection fund, set up in 1999 
with X560 billion of contributions from 
the industry and a promise of another 
X400 billion of public funds (for a limited 
period), is about to run out of money. Most 
of the industry’s funds have now been 
used up, while the state’s portion expires 
next March. The government must decide 
whether to extend its contribution by the 
end of December, when it draws up its 
budget for the next fiscal year. 

The life insurers are bracing for a big 
fight. Regulators want them to contribute 
more in return for an extension, something 
the battered industry can ill afford. Some 
officials point to new bankruptcy laws, 
which have allowed the latest three col- 
lapsed insurers to find buyers for their op- 
erations quickly, bypassing the protection 
fund. Industry folk say this does not mean 
that fresh bankruptcies will be resolved as 
swiftly, especially if they are of bigger 
insurers. Besides, they add, an empty pro- 
tection fund could further erode confi- 
dence. 

One reason why the government may 
find it hard to be tough is that the life insur- 
ers have linked their fortunes to the big 
banks, which are also in a terrible state. 
Life insurers prop up their solvency mar- 
gins-measures of their capital ade- 
quacy—by turning to banks for loans. In 
turn, they help out the banks by lending 
them money and buying their shares. 

Take Sumitomo Life, the third-largest 
life insurer, and Mitsui Mutual, the sev- 
enth; both have close relationships with 
Sumitomo Mitsui Banking Corporation 
(SMBC). According to the Japan Centre for 
Economic Research and Mitsuhiro Fukao 
of Keio University, at the end of March 


SMBC had provided X150 billion-worth of 
funds to the two insurers. It is also thought 
to have lent up to X760 billion more in 
subordinated debt, pushing its exposure to 
the two to some 16 times its net profit. The 
two insurers, in turn, held about X160 bil- 
lion-worth of the bank's shares. 

Other life insurers and banks have sim- 
ilar relationships, which is why many peo- 












ple worry that a big bankruptcy in the life- 
insurance industry could bring down a 
bank, and vice versa. That might be why 
regulators and politicians are mulling over 
anideathat would help the life insurers by 
forcing them to lower their guaranteed 
rates of return. But this would be tanta- 
mount to a default, says Standard & Poor's, 
a credit-rating agency. 

What is more, such a proposal would 
not be easy to implement. Nippon Life, the 
biggest life insurer, bitterly opposes the 
plan. With most Japanese owning several 
life-insurance policies each, the proposal 
would also be hugely unpopular. Besides, 
asks Mr Fukao, why should policyholders, 
who in bankruptcy proceedings have pre- 
cedence over subordinated-debt holders, 
lose out first? 

In any case, the government needs to 
tread carefully. Past experience has shown 
that its efforts, even though well-meant, of- 
ten end up highlighting the industry's 
woes and scaring off customers. For the 
life insurers right now, that may be the 
deadliest threat of all. s 





The Zoellick plan 


Trading insults 


America wants a duty-free world. 
Almost 


HE past year has been lousy for free 

trade. The Americans have ratcheted 
up farm subsidies and slapped new im- 
port duties on foreign steel. A European 
summit made little progress towards re- 
form of the common agricultural policy 
(CAP); indeed, the French managed to se- 
cure agreement to preserve CAP spending 
at present levels. Poor countries are de- 
spairing over the outlook for the Doha 
round of trade negotiations, which was in- 
tended to benefit them. Just this week, ne- 
gotiations between rich and poor coun- 
tries over access to patented drugs through 
“compulsory licensing", a big aim of poor 
countries, stalled. 

Butjustasthe world seemed headed to- 
wards 1930s-style protectionism, along 
comes a repentant America with a bold 
new plan to eliminate all tariffs on trade in 
WTO countries’ manufactured goods by 
2015. The proposal, put forward by Presi- 
dent Bush’s trade representative, Robert 
Zoellick, is simple but ambitious. By 2010, 
WTO members would reduce all tariffs to 
below 8%, and scrap altogether those that 
are now less than 5%. By 2015, all tariffs on 
manufactured goods would be reduced to 
zero. At minimum, the proposal is a wel- 
come multilateral gambit by the Bush ad- 
ministration, which has recently seemed 
content to cut its own bilateral deals with 
countries in Asia and Latin America, work- 
ing outside the WTO. 

Sadly absent from the plan is any more 
discussion of farm goods, which form the 
basis of the poorest countries' economies. 
Admittedly, in July Mr Zoellick put for- 
ward a proposal to scrap many farm subsi- 
dies, but there is little sign that American 
farmers will support this. Rich countries' 
tariffs on factory goods are already low— 
typically less than 5%—while their subsi- 
dies and tariffs on farm goods are in gen- 
eral far higher. Duties on poor countries' 
manufactured goods are quite high, in an 
effort to protect their domestic industry. 

To be sure, poor countries' consumers 
would gain by opening their borders to 
goods from other poor countries. But more 
immediately, their budding manufactur- 
ing industries would suffer—a fate that is 
politically unacceptable to the biggest trad- 
ers—and under Mr Zoellick's plan poor 
countries would get little in exchange. 

Pascal Lamy, Mr Zoellick's opposite 
numberin the EU, was unimpressed by the 
move; the European Commission called 
the plan unrealistic. Europeans would 


rather reduce only the highest tariffs than 
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move quickly toward an overall elimina- 
tion. That may be because they have even 
more to lose than America from a recipro- 
cal agreement to end farm subsidies—and, 
unlike Mr Zoellick, they have not even put 
forward a proposal for farm trade in the 
Doha talks. Supachai Panitchpakdi, the 
Thai director-general of the w TO, wrung 
his hands over the pain that the Zoellick 
plan would visit on poor countries. 
America's farm bill and the Eu's failure 
to agree on CAP reform are making a mock- 
ery of the idea that the Doha round was to 
be a "development round". If poor coun- 
tries are to accept any version of the Zoel- 
lick plan, they will press for much greater 
access for their farm products. Until big- 
wigs in Brussels and Washington are ready 
to outface their cosseted farmers, Mr Zoel- 
lick'stariff-cutting plan will go nowhere. m 


Russian banks 


Safer than 
mattresses? 


MOSCOW 


Reform is slowly getting under way 


NDER the mattress may soon stop be- 
ing the safest place for a Russian to 
keep his cash. This week the government 
was due to send parliament a bill to create 
a depositinsurance scheme for banks. 
Richard Hainsworth, an analyst at Renais- 
sance Capital, a Moscow investment bank, 
says the bill is “the one that should trans- 
form the banking system". 
Of course, all may not go according to 
plan. The proposal has been around for at 





Another brick in the wall 








least eight years, and the bill looked like 
being held up at the last minute by a spat 
over who would manage the scheme's 
fund (and pocket the transaction fees). 
However, since the central bank's manage- 
ment was changed in March, reform has 
gained momentum. Earlier this autumn, 
parliament passed a law that, among other 
things, makes it easier for lenders to secure 
the collateral against unpaid loans. 

Russians distrust banks, especially 
since the 1998 crash in which many closed 
their doors. The one they do trust dwarfs 
the rest: the mainly state-owned Sberbank, 
which holds around 70-80% of retail de- 
posits. Sberbank has a state guarantee be- 
hind its deposits—at least in theory (the le- 
gal mechanism for it is dubious). The new 
scheme, to be phased in over nearly four 
years, aims both to boost confidence and 
to promote competition. It would abolish 
Sberbank’s guarantee and create a single 
fund into which all banks would put 0.15% 
of their deposits. If a bank fails, its deposi- 
tors would get back everything up to 
20,000 roubles ($630) and 75% up to 
120,000 roubles—not a lot, but enough to 
give poorer savers some peace of mind. 

The scheme's detractors argue, albeit 
with a touch of sophistry, that it actually 
makes banking riskier. By covering a lim- 
ited share of all bank deposits, instead of 
the full amount of just Sberbank's depos- 
its, it will protect 42% of all money in the 
system, instead of over 70%. As for compe- 
tition, Andrei Ivanov of Troika Dialog, an- 
other investment bank, comments that 
“we do not expect a flow of deposits from 
Sberbank to commercial banks as there is 
currently little overlap in their classes of 
depositor." 

Sberbank's chief competitors, both 
Russian and foreign, make their money by 
concentrating on the better-off, people 
who need more sophisticated services 
such as loans and investment advice. Citi- 
bank, which started retail operations in 
Moscow only last week, is marketing itself 
to professionals who will enjoy checking 
their accounts online and getting transact- 
ion alerts on their mobile phones. 

For such banks, deposit insurance may 
be welcome, but other reforms matter 
more. Maciej Lebkowski, head of retail 
business at Alfa Bank, a Russian commer- 
cial bank, says that this year's big achieve- 
ment was persuading the central bank to 
change its nit-picking rules requiring tell- 
ers' desks to be built like nuclear bunkers. 
Alfa is about to open a sleek new branch 
that resembles not so much a bank as an 
Internet café. Further discouragement to 
would-be depositors comes from transact- 
ion taxes that mean they have to pay a fee 
to take money out of the bank, even from 
their own branch. As long as that remains 
the case, some Russians may prefer the risk 
of night-time robbery under the mattress 
to daylight robbery over the counter. m 





RTHODOX economists sometimes get it wrong. For exam- 
ple, when a government fixes the prices of various goods 
ielow what they cost to produce, and fails to provide the neces- 
sary subsidy to fill the gap, orthodox theory predicts that there 
‘will be empty shelves in the shops. But in Zimbabwe, this is not 
how things have turned out. Retailers there have indeed run out 
of all manner of price-controlled goods. But for some reason 
they can still get hold of toilet paper. So, instead of empty 
shelves, Zimbabwean shoppers encounter aisle upon aisle of 
roll upon roll, where the bread, sugar and oil used to be. 

Ignore, for a moment, the headlines about murder, torture 
and election-rigging. For an interesting economic experiment is 
being conducted in Zimbabwe. To the foes of globalisation, Pres- 
ident Robert Mugabe's views are unexceptional. He argues that 
‘runaway market forces” are leading a “vicious, all-out assault 
© on the poor”. He decries the modern trend of “banishing the 
. State from the public sphere for the benefit of big business.” 
What sets him apart from other anti-globalisers, however, is that 
-he has been able to put his ideas into practice. 

-> Incountries where the Imr calls the shots, governments have 
to balance their budgets on the backs of the poor. Having told 
the IMF to get stuffed, Mr Mugabe is free not to do this. The offi- 
cial estimate is that Zimbabwe's budget deficit will be about 14% 
- .. of GDP this year; the government is frantically borrowing and 
ve printing money to cover the shortfall. Inflation is now 144%, and 
itis predicted to top 500% next year. 

Mr Mugabe argues that price rises are caused by greedy busi- 
nessmen. His solution is price controls. For the past year or so, 
these applied only to everyday essentials, such as bread and 
maize meal. Shops were ordered to sell such goods at fixed, low 
prices. Unfortunately, Mr Mugabe was right about those greedy 
businessmen. Rather than lose money, they stocked their 
shelves with toilet paper, or tried to dodge price controls by 
modifying their products. For example, since bread was price- 
controlled, bakers added raisins to their dough and called it “rai- 
-sin bread", which was not on the list. Not to be outsmarted, on 
November 16th the government extended price controls to prac- 
tically everything, from typewriters to babies' nappies. 
^. Some things have to be imported, however, and it is hard to 





















prevent foreigners from profiteering. Mr Mugabe is anxious that 
petrol, for example, should be affordable; otherwise, people will 
not be able to get to work. A strong currency should help, so he 
has frozen the exchange rate for the past two years, and de- 
nounced as a “saboteur” anybody who suggests devaluation. 
Since Zimbabwe's inflation is a tad higher than America’s, no- 
body wishes to surrender hard currency at the official rate of 55 
Zimbabwe dollars to one American dollar. The black market rate 
is several hundreds to one; the government blames speculators. 

To lay hands on foreign currency, Mr Mugabe has no choice 
but to rob exporters. Those whose products are bulky and hard 
to smuggle (tobacco farmers, for instance) must surrender half of 
their hard-currency proceeds to the government, which repays 
them in crisp new Zimbabwe dollars, at the official rate. 

This is not nearly enough, however, to keep Zimbabwe sup- 
plied with petrol (the distribution of which is a state monopoly). 
So, this month, the finance minister announced a clampdown 
on the black market: all bureaux de change are to be shut. He also 
asked expatriate Zimbabweans to remit money home via the 
central bank, which will confiscate almost all of it. For some rea- 
son, they prefer informal channels, such as Internet-based firms 
that accept cash offshore and issue friends and relatives back in 
Zimbabwe with local currency or vouchers for supermarkets. 

For most problems, a coercive solution can be found. The gov- 
ernment's debt-servicing costs are too high? Force financial insti- 
tutions to buy treasury bills that yield far less than the rate of 
inflation. People are running out of food? Confiscate grain from 
those who have it ("hoarders") and distribute it at an artificially 
low price through a state monopoly grain distributor. Ordina- 
rily, this would somewhat dampen commercial farmers' incen- 
tive to grow food. But since most of them have been driven off 
their land, what does it matter? 


An example to us all 

It would be nice to think that the rest of the world has nothing to 
learn from Zimbabwe. But Mr Mugabe has many admirers. His 
fellow Africans cheer his defiance of the old colonial powers. 
Namibia's government has promised a similar land-grab. South 
Africa, showing comparable paranoia about currency specula- 
tors, recently conducted a pointless investigation into whether 
banks had conspired to undervalue the rand. 

Globally, few policymakers favour going the full Mugabe, but 
many believe that a little bit of price-fixing won't hurt. Price sup- 
ports for Eu farmers, for example, persist because their govern- 
ments are rich enough to keep subsidising them, and because 
the costs are spread across the entire population, who are often 
unaware that they are being fleeced. Influential charities argue 
that poor countries should also be paid a "fair" price for their 
products. Oxfam, for example, contends that the price of coffee is 
“too low” because multinationals manipulate it. The charity is 
campaigning for it somehow to be raised. 

It may seem harsh, when faced with the misery of an Ethio- 
pian coffee farmer, to argue that it would be more efficient to let 
the price mechanism deliver its message ("Grow something 
else") unmuffled. But greater efficiency leads to greater wealth, 
and vice versa, as Zimbabwe so harrowingly shows. Nowhere 
has withdrawn so swiftly from the global economy, nor seen 
such a thorough reversal of neo-liberal policies. The results~an 
economy that has contracted by 35% in five years, and half the 
population in need of food aid—are hard to paper over. s 


Science and technology 





Biological weapons 


Hide and seek 


Remote detection of bioweapons will soon be useful in the event of an attack 


FEW days after being infected with 

ebola, patients begin to notice that 
something is wrong. Headaches, fevers 
and chills are followed by diarrhoea, vom- 
iting and internal and external bleeding, 
leading to the death of most of those in- 
fected. Other virulent diseases have simi- 
lar effects; poisonous chemicals can kill 
even more quickly, although they are not 
contagious. When grouped with nuclear 
weapons in the antiseptic abbreviation 
WMD-weapons of mass destruction-it is 
easy to forget just how devastatingly nasty 
biological weapons can be. T.S. Eliot per- 
haps put it best when he said, “I will show 
you fear in a handful of dust.” 


Secret agents 

Until recently, anybody who found a 
handful of suspect dust could see little 
more than fear. Identifying exactly which 
"bioagents"—biological agents such as 
ebola, anthrax, or harmless bacteria—were 
in a sample could be done only in a labora- 
tory. A portable bioagent-detection sys- 
tem would thus be a great boon to weap- 
ons inspectors. 

At the forefront of military research in 
this area is America’s Defence Advanced 
Research Projects Agency (DARPA). Some 
of its projects imitate the human immune 


system so as to create an artificial sensor. 
Others are based on microchips that am- 
plify the DNA of suspected bioagents and 
then compare the results with those of 
known pathogens. Also in development 
are portable versions of the equipment 
that is now being used to identify biologi- 
cal weapons in the laboratory. 

These systems are speeding up the de- 
tection of bioagents in the field. But point 
detection systems will always be of lim- 
ited use. They do not help the person using 
the sensor to avoid the bioagent; and it is 
hard to inspect a large region. However, 
technology for detecting bioagents from a 
distance is now coming into its own. 

The first such technology is called 
hyperspectral imaging. Electrons orbit 
atomic nuclei at specific distances from the 
centre of the atom. This means that atoms 
can absorb light only at certain energies. So 
when atoms reflect light, there is a charac- 
teristic pattern of absorption lines that is 
specific to any given substance. If this in- 
coming light is then examined, these lines 
reveal exactly what sort of stuff is being 
observed. This is the principle behind 
hyperspectral imaging. 

Satellites and aircraft can now gather 
the necessary high-resolution images of 
the earth, and analyse the light reflected 
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ing power that is necessary to analyse 
arriving at a rate of 30 megabytes per 
ond has only recently become avail: 
Now that it has, hyperspectral imagin 
also becoming a valuable commerc 
tool. It is already used to prospect f 
erals and to check crops for disease 
distance. It can, in theory, also be use 
the authorities to search for and ident 
cannabis or opium crops. ! 

Many companies specialising inihi 
spectral imaging have sprung up: 
past five years. Some of these, incl 
the Galileo Group, located in Melbourn 
Florida, also work for the armed 
Hyperspectral imaging of visible light 
pick out camouflaged man-made obje 
from surrounding natural ones. In t 
fra-red, hyperspectral sensors can de 
vapours of chemical and biological wea ! 
ons in the air. Although Michael Barnes 
head of Galileo, will not commenton spe- 
cific military programmes, it seems clear _ 
that an aircraft equipped with hyperspec- _ 
tral sensors would be useful for detecting — 
hidden bioweapons laboratories. This . 
would include, for example, the trucks ru- 
moured to be driving around Iraq that may 
produce inadvertent emissions of trace 
amounts of bioagents. 

Also in development, is another poten- 
tially useful technology known aslightde- 
tection and ranging (LIDAR). LIDAR works - 
in the same way as RADAR, by bouncing 
radio signals off a target and analysing the 
results. Because LIDAR works at higher fre- 
quencies, the tolerances of the hardware. 
involved must be much more precise. This 
means that the system is much more diffi- - 
cult to build. 
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tial LipAR—may be especially suited to de- 
| tecting biological and chemical agents. It 
sends out two almost simultaneous pulses 
of light. Because the two pulses are of 
slightly different wavelengths, one will be 
absorbed by bioagents, while the other 
will not. By measuring the comparative 
strengths of these reflections, the compo- 
sition of a cloud of vapour can be worked 
out. LIDAR has been used in satellites by 
America's space agency to analyse the at- 
mosphere for such things as ozone deple- 
| V tion. The American armed forces have sev- 
- eral LIDAR systems in development and 
<- plan to start producing Artemis, a field-de- 
~~ ployable LIDAR, in 2005. 
.. Even these increasingly sophisticated 
systems for distance-sensing, however, 
have difficulties sorting out the particular 
signature of bioagents from the back- 
ground muddle, especially when the con- 
centration of bioagents is small. This pro- 
blem is being looked at by Michael Sailor 
and his colleagues at the University of 
California, San Diego. The team are also 
working on a "smart dust". This will coun- 
ter the malignant dust of biological and 
- chemical weapons. 
In a paper in the October issue of Na- 
- ture Materials, Dr Sailor describes how to 
. manipulate tiny, micrometre-sized, chips 
: of porous silicon so that they bind to a spe- 
cific compound, for example sarin gas, a 
nerve agent. Because their structure is well 
understood, any change that comes from 
binding chips to a suspect biological com- 
pound can be detected by scanning it with 
a laser, rather as a bar-code scans grocer- 
ies. So far, tests have been made using the 
laser only a few hundred metres off; but 
with a higher-powered laser, distances of 
atleast a kilometre should be possible. 
The technology to detect biological and 
. chemical weapons seems to be progress- 











One type of LIDAR-known as differen- 


ng to the point whenit w 1 be abl 
Brovide sufficient warning to military 
forces deployed in the field. Protecting ci- 
vilian populations requires a substantially 
different approach (see page 20). Because 
so much of the work is classified, though, it 
is difficult to say to what extent remote 
sensing might prove useful for detecting 
bioweapons in hidden laboratories. 

For this reason, Trevor Findlay, execu- 
tive director of the Verification Research, 
Training and Information Centre, a British 
think-tank, emphasises that old-fashioned 
techniques are still more useful to weap- 
ons inspectors than high technology. Be- 
cause a lot of biological equipment is dual- 
use, there is no substitute for extensive in- 
terviews with personnel and systematic 
tracking of the paper trail. Nevertheless, 
technologies that are on the verge of being 
realised may help to show inspectors 
where to look and, in the dreadful event 
that biological weapons are actually used, 


_may prove valuable for organising a sound 
response. W 


Computer chips 


Pile 'em high 


Researchers think three-dimensional 
chips could be possible 


S THE components on computer chips 
get smaller and more crowded, their 
wiring becomes ever more complicated. 
For years, chip designers have struggled to 
devise better ways of wiring transistors to- 
gether, to increase the speed at which they 
can talk to each other. In some ways the 
problems of connecting increasing num- 
bers of components are analogous to 
those of urban sprawl. And a possible sol- 
ution might also be borrowed from urban 
planning: build upwards. And at Decem- 
ber's International Electron Devices meet- 
ing, in San Francisco, Kathryn Guarini 
from 1BM’s T.J. Watson Research Centre in 
Yorktown Heights, New York, and her col- 
leagues will discuss an idea to do just that. 
The plan is to stack high-performance 
circuit layers so intimately that they can be 
thought of as a single chip built on many 
circuit layers. This has been tried before, by 
growing a layer of silicon on top of a stan- 
dard chip and then using it to create an- 
other layer of circuitry. But the high-tem- 
perature processes used to make the 
circuits in the second layer then degrade 
the performance of those in the first. 
According to IBM, such problems may 
be overcome by making each complete 
layer of circuitry on a separate wafer, and 
only then sticking them together at low 
temperatures. First, a thin piece of glass is 





stuck to the face of the upper layer of the 
wafer. The back of this wafer is then 
ground and etched in a process that stops 
when a buried layer of silicon oxide is ex- 
posed. The result is a transparent wafer 
that is as thin as 200 millionths of a mil- 
limetre. The bottom of this very thin wafer 
is then aligned, and bonded, with the ex- 
posed silicon of the surface of the lower 
circuit layer. And, as this is done at low 
temperatures, it avoids the thermal dam- 
age to circuitry caused by other 3p-stack- 
ing techniques. 

Because the upper layer is so thin, con- 
nections to circuits can be of the same di- 
mensions as would be found in a chip of 
only a single layer. Once the glass wafer 
has been removed from the upper wafer, 
standard chip-production techniques can 
create tiny connections between the two 
circuit layers—a step that 18M has so far not 
taken. The result is a chip built on two or 
more layers, whose active area is larger 
than its "footprint", but in which the con- 
necting wires can, on average, be shorter. 
Because the wires are shorter, the chip 
may be able to run faster. Having a greater 
available area also gives designers the free- 
dom to create more powerful chips. 

There are a number of further possible 
benefits to such a system. For one thing, it 
may cut the amount of power that a sys- 
tem uses, because more of the system's sig- 
nals can be moved around on the same 
chip, rather than having to be driven at rel- 
atively high power across circuit boards 
between separate chips. 

The chip may also solve another pro- 
blem. Because getting information in and 
out of a processor takes more time than 
processing, there is a trade-off between 
creating very fast chips and keeping them 
busy. IBM's 3D technique could be used to 
create a separate circuit layer of "buffers" 
that would marshall the information flow- 
ing to and from a processor, so that design- 
ers could create faster processors knowing 
that they could be kept busy. 

Three-dimensional stacking offers 
other potential advantages. Because it 
works on whole wafers rather than on 
individual chips, it could be used to con- 
nect different types of circuit layers into 
one very dense block. At the moment, for 
example, it is difficult to integrate the com- 
plex high-frequency radio circuitry of a 
mobile phone with the digital computing 
circuitry that handles the rest of its func- 
tions. Using the 3p technique, such circuits 
could be built on separate optimised pro- 
cesses and then brought together in a 
stack. The process might even be extended 
to optical transmitters and receivers, 
which are built on non-silicon substrates 
such as gallium arsenide, and can be inte- 
grated with silicon circuitry, creating previ- 
ously unimagined levels of integration. In 
the world of electronic real estate, the sky 


really may be the limit. & 








Conservation 


Going with the flow? 


KEY LARGO 


Environmentalists are arguing over how to cure Florida Bay's ecological problems. 


A lot may be at stake 


OURING water into the sea sounds 

harmless enough. But in Florida Bay, a 
large and shallow section of the Gulf of 
Mexico that lies between the southern end 
of the Everglades and the Florida Keys, it is 
proving highly controversial. That is be- 
cause researchers are divided over 
whether it will help or hinder the plants 
and animals that live in the bay. 

What is at risk is the future of the bay's 
extensive beds of sea grasses. These grow 
on the bay's muddy floor and act as nurs- 
eries for the larvae of shrimps, lobsters 
and fish—many of them important sport 
and commercial-fishing species. Also in 
danger is an impressive range of coral reefs 
that run the length of the Florida Keys and 
form the third-largest barrier reef in the 
world. Since the 1980s, coral cover has 
dropped by 40%, and a third of the coral 
species have gone. This has had a damag- 
ing effect on the animals that depend on 
the reef, such as crabs, turtles and nearly 
600 species of fish. 

What is causing such ecological change 
is a matter of much debate. And the an- 
swer is of no small consequence. This is 
because the American government is 
planning to devote $8 billion over the next 
30 years to revitalising the Everglades. Sea- 
sonal freshwater flows into the Everglades 
are to be restored in order to improve the 
region’s health. But they will then run off 
into the bay. 


Joseph Zieman, a marine ecologist at 
the University of Virginia, thinks this is a 
good idea. He believes that a lack of fresh- 
water in the bay is its main problem. The 
blame, he says, lies with a century of 
drainage in the Everglades aimed at turn- 
ing the marshes into farmland and areas 
for development. This has caused the flow 
of freshwater into Florida Bay to dwindle, 
making the water in the bay, overall, more 
saline. This, he argues, kills the sea grasses, 
and as these rot, nutrients are released that 
feed the microscopic plants and animals 
that live in the water. This, he says, is why 
the bay’s once crystal-clear waters often re- 
semble a pea soup. And in a vicious circle, 
these turbid blooms block out sunlight, 
causing more sea grasses to die and yet 
more turbidity. 

Brian Lapointe, a marine scientist at the 
Harbour Branch Oceanographic Institu- 
tion at Fort Pierce in Florida, disagrees. He 
thinks sea grasses can tolerate much 
higher levels of salinity than the bay actu- 
ally displays. Furthermore, he notes that, 
when freshwater flows through the Ever- 
glades were increased experimentally in 
the 1990s, it led to massive plankton 
blooms. Freshwater running off from well- 
fertilised farmlands, he says, caused a five- 
fold rise in nitrogen levels in the bay. This 
was like pouring fuel on a fire. The result 
was mass mortality of sea grasses because 
of increased turbidity from the plankton. 


Dr Lapointe adds that, because corals 
thrive only in waters where nutrient levels 
are low, restoring freshwater rich in nitro- 
gen will do more damage to the reef. 

It is a plausible theory. The water flow- 
ing off crops that are grown on the 750,000 
acres of heavily fertilised farmland on the 
northern edge of the Everglades is rich in 
nitrogen, half of which ends up in the bay. 
But Bill Kruczynski, of America’s Environ- 
mental Protection Agency, is convinced 
that nitrogen from farmlands is not the 
chief problem. Some coral reefs well away 
from any nitrogen pollution are dying and, 
curiously, a few are thriving. Dr Kruczyn- 
ski thinks that increased nutrients arriving 
from local sewage discharges from the 
thousands of cesspits along the Florida 
Keys are part of the problem. 

Such claims and counterclaims make 
the impact of the restoration plan difficult 
to predict. If increased salinity is the main 
problem, the bay’s ecology will benefit 
from the Everglades restoration project. If, 
however, nitrogen is the problem, increas- 
ing the flow of freshwater could make mat- 
ters much worse. 

If this second hypothesis proves cor- 
rect, the cure is to remove nitrogen from 
farmland or sewage discharges, or perhaps 
both. Neither will be easy. Man-made wet- 
lands, at present being built to reduce 
phosphate run off into the bay—also from 
fertilisers—would need an algal culture (a 
sort of contained algal bloom) added to 
them to deal with discharges from farm- 
lands. That would be costly. So too would 
be the replacement of cesspits with proper 
sewerage—one estimate puts the cost at 
$650m. Either way, itis clear that when, on 
December ist, 3,000 square miles of sea 
around the reef are designated as a “pro- 
tective zone” by the deputy secretary of 
commerce, Sam Bodman, this will do 
nothing to protect the reef from pollution. 

Some argue, though, that there is a 
more fundamental flaw in the plans for the 
bay: the very idea of returning it to a uto- 
pian ideal before man wrought his dam- 
age. Nobody knows what Florida Bay was 
like before the 1950s, when engineers cut 
the largest canals in the Everglades and 
took most of the water away. Dr Kruczyn- 
ski suspects it was more like an estuary. 
The bay that many people wish to re- 
create could have been nothing more than 
a changing phase in the bay’s history. 

These arguments do not merely 
threaten to create ecological problems but 
economic ones as well. The economy of 
the Florida Keys depends on tourism—the 
local tourist industry has an annual turn- 
over of $2.5 billion. People come for fish- 
ing-boat trips, for manatee watching, or for 
scuba diving and snorkelling to view the 
exotically coloured corals. If the plan to re- 
store the Everglades makes problems in 
the bay and the reef worse, it could prove a 
very expensive mistake. 8 


the world health serwWrce 


wellbeing 


From the moment you are born, you 
wellbeing is in the hands of other people. 
As you get older, your health continues to 
be vital to your everyday life. Over five million 
individuals in 190 countries rely on BUPA to look 


after their health care needs, wherever they may be. 


BUPA International - trust us to care. 


° - d e i 

LI p” i » m 

B t- " I. 
LET 4 - 7t i2 
wd i a s: ow! 

h " 

I" T ' : i v 
‘4%? = » m i - 


a 3 "t > 7 fs 
í . . E^ <> A " e 
SM ru. y D. 
ICM c ACROSS: 
Y * E n "— J A pt 


i 
DL 


BUPA 


WWW.bUpea-int!.com 


+AA (C Olaifa 





Books and arts 


The universe 


Turn out the stars 





If you were hoping for a simple universe, the prevailing theory of how it works is 
repellent, even to scientists who propounded it 


HAT is the fate of the universe? 

Cosmologists tell us that it all began 
with a big bang, and has been expanding 
ever since. But what will happen next? Un- 
til recently, it was thought that there were 
only two possible answers, depending on 
the net weight of all the galaxies in the uni- 
verse. If the mass exceeded a certain 
threshold, then the relentless attractive 
force of gravity would pull the galaxies 
back together, ultimately reversing the ex- 
pansion and causing everything to im- 
plode in a catastrophic big crunch. Or, if 
there was not quite enough mass for grav- 
ity to act upon, then expansion would go 
on forever, but at a slower and slower pace 
in a never-ending rallentando. 

In1998, two competing research groups 
concluded that both answers are wrong. 
The expansion of the universe is, appar- 
ently, getting faster and faster. This com- 
pletely unexpected result implied there is a 
cosmic anti-gravity force, never measured 
in any laboratory, causing galaxies to repel 
one another. If true, then the universe will 
last forever, but will become a profoundly 
lonely place. As the galaxies recede ever 
faster, the light their stars emit (and the ra- 
dio signals their alien civilisations might 
send) will eventually fail to keep pace with 
the expansion. Our galactic neighbours 
will fade from the night sky into oblivion. 


The Extravagant Universe: Exploding 
Stars, Dark Energy and the Accelerating 
Cosmos. By Robert P. Kirshner. Princeton 
University Press; 320 pages; $29.95 and 
£19.95 


More than one book already exists 
about this momentous discovery, but this 
new entry, "The Extravagant Universe", by 
Robert Kirshner, is probably the best one 
to read, despite its weaknesses. There is a 
lot of unexplained jargon, and the pace is 
awkward, alternating between the jovial 
informality of an after-dinner speech and 
challenging discussions of graphs and 
mathematical symbols. Donald Gold- 
smith's "The Runaway Universe" (Perseus, 
2000) is on the whole clearer in its ex- 
planations. But Mr Kirshner has the great 
advantage over him and other authors in 
this field of having taken a leading part 
himself in the research. This is an insider's 
account of how the work was done. Be- 
sides giving an up-to-the-minute account 
of the science, Mr Kirshner lets us share 
vicariously in the thrill of discovery. 

The science involves supernovae—vast 
explosions of stars. One type of super- 
nova, we learn, always explodes with 
about the same energy, making it possible 
to deduce the distance to the explosion 
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from its observed brightness. This makes 
supernovae useful landmarks for charting 
thesize and expansion rate of the universe; 
at least it would if we could predict when 
supernovae would occur. In the 1990s, 
however, astronomers found a way to get 
round the problem: they devised tech- 
niques for surveying thousands of far gal- 
axies at once, enough to be sure of finding 
atleast some supernovae at any one time. 

Encouraged by this advance, Mr 
Kirshner helped organise a team to mea- 
sure what he thought would be the slow- 
ing-down of the cosmic expansion. The 
story follows the team members as they 
race to mountain-top observatories in Ari- 
zona, Hawaii and Chile, desperately trying 
to outsmart a competing team of research- 
ers. Mr Kirshner shares with readers his 
team's astonished e-mail correspondence 
as it dawns on them that their observa- 
tions will demand a complete revision of 
the theory of the universe. 

Running just below the main storyline 
is an undercurrent of philosophy. Scien- 
tists have long believed—or hoped-that 
the basic laws of the universe would be 
beautiful. They had in mind a simple, aus- 
tere beauty, with an air of inevitability, 
like a sunrise or a short mathematical 
proof. Mario Livio's, "The Accelerating 
Universe" (John Wiley, 2000), dwells ad- 
mirably on this topic. Mr Kirshner shows 
us that an accelerating universe is not 
beautiful. In the new scheme, so as to pro- 
vide enough repulsion to match the ob- 
served acceleration, 70% of the universe 
has to be made of a mysterious substance 
that has been dubbed dark energy. 
Around 25% is dark matter, a different but 
equally invisible stuff, hypothesised to ex- 
plain how galaxies have the proper mass »* 






> needed to hold them together. Only 5% of 
the universe is made of ordinary atoms 
that compose stars, planets and every- 
thing on Earth. 

That seems unduly complicated and 
downright ugly. Nor is this all. According 
to supernova measurements, acceleration 
began in astronomy's yesterday, only a 
few billion years ago. Why not at the start 
ortrillions of years hence? Why now? That 
acceleration is occurring just as itis observ- 
able by humans smells of coincidence or 
contrivance. Thatis why, when a colleague 
first suggested that on the data there must 
be a universal repulsive force, Mr Kirshner 

felt repelled. “In your heart,” he told him, 
“you know this is wrong.” But, before long, 
the evidence swayed him. It seems the ac- 
tual universe is less simple and less beauti- 
ful than the world mathematicians have 
dreamed of. The extravagant universe Mr 
Kirshner describes is gaudy too. m 


Business-crime writing 


Corporate delicti 


Best Business Crime Writing of the Year. 
Edited by James Surowiecki. Anchor Books; 
253 pages; $12 


ERE'S a good idea. A collection of 

some of the most gripping accounts of 
America's corporate crimes over the past 
year. Published appropriately on Decem- 
ber 2nd, the first anniversary of Enron's 
bankruptcy, it could be a Christmas 
present for that awkward uncle who has 
stopped wearing ties. 

The main characters are all there: 
WorldCom's Bernie Ebbers crying in the 
chapel, praying that “my witness for Jesus 
Christ will not be jeopardised" by his un- 


o 


sen's David Duncan shredding Enron doc- 
uments with the sec in hot pursuit; and 
Martha Stewart icily tossing near-perfect 
salads on Tv before being quizzed about 
her alleged insider dealing. 

Striking are the modest origins of so 
many of the actors: Adelphia's John Rigas, 
son of a Greek immigrant who ran a hot- 
dog stand, arrested in July and accused of 
systematically looting the now bankrupt 
company of billions; Mr Ebbers, former 
milkman who made his home in back- 
woods Clinton, Mississippi; and Ms Stew- 
art, New York socialite born Martha Kos- 
tyra of poor Polish immigrants in New 
Jersey, hobnobbing with Sam Waksal, son 
of Polish Holocaust survivors and founder 
of a biotech business, ImClone. It used to 
be said that it took three generations for 
family fortunes to be made and lost. Now, 
in little more than a decade, Americans can 
rise from hot-dog stands to billions of dol- 
lars and back again. 

Itis always possible to quibble with the 
choices in a compendium like this. There is, 
for instance, nothing from outside Amer- 
ica, no view of it all from abroad. Nor is 
there space for Malcolm Gladwell's mar- 
vellous piece in the New Yorker examining 
the McKinsey-inspired folly of the attempt 
by the Enron boss, Jeffrey Skilling, to bolt 
an MBA culture on to what was at the time 
little more than an electric utility. A more 
serious failing is the fragmented picture the 
book gives of this recent spate of corporate 
malpractice. The authors do not each write 
about a separate case. They are all address- 
ing the same crimes, but from different per- 
spectives. It is as if Ruth Rendell had writ- 
ten the bit where they find the body; P.D. 
James the autopsy and the scenes in the 
morgue; and Patricia Cornwell the chase 
and brutal childhood of the victim. Titillat- 
ing stuff. But, at the end of the day, there's 
no answer to the question everybody's 
asking: who dunnit? m 
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Gershom Scholem 
A good sectarian 


Gershom Scholem: A Life in Letters, 1914- 
1982. Edited and translated by Anthony Da- 
vid Skinner. Harvard University Press; 547 
pages; $35 and £23.50 


66 OW you got it right, a thousand 

times over!” wrote Betty Scholem 
in November 1938 from Berlin to her son, 
Gershom, who had emigrated to Palestine 
15 years earlier. By this time one brother, 
Werner, a former Communist politician, 
had been thrown into a Nazi prison; he 
eventually died in Buchenwald. Hitler’s 
anti-Jewish policies had strangled the 
economic life out of the once-prosperous 
Scholem family. Gershom, meanwhile, 
had become both pioneer and professor, 
transplanting Germany’s academic cul- 
ture to British-ruled Palestine. 

To be right when the world from which 
one sprang has gone so wrong is to risk a 
certain other-worldliness. Scholem’s eso- 
teric work, the rescue of the kabbalah— 
Jewish mysticism—from scholarly neglect, 
seems to guarantee it. He saved libraries of 
Jewish books in Europe after the second 
world war but could do little for his friends 
and family during it. What can this lucky 
bookworm say to readers who are not es- 
pecially curious about the kabbalah or 
about the history of universities in Israel? 

A great deal, as this selection of letters 
to and from Scholem makes clear. Some of 
its pleasures are simple ones: the spell- 
binding story of the Scholem clan, which 
is an almost Micheneresque saga of the 
20th century, and a cast of celebrity intel- 
lectuals. But this narrative also asks diffi- 
cult questions: one is whether cleaving to a 
particular people and its tradition consti- 
tutes a self-imposed exile from a realm of 
more-universal concerns. A second, raised 
only by implication, is whether Israel's 
present troubles spring from this choice. 

Three of the four Scholem boys fought 
for the kaiser in the first world war (Ger- 
shom escaped by feigning madness). The 
two eldest then enlisted in the world of 
their father, a Jewish printer who thought 
himself fully integrated into German life. 
The younger pair rebelled: Werner em- 
braced the universalism of left-wing poli- 
tics. Gershom chose Zionism, casting his 
lot with the Jewish sliver of mankind. 

Clever as this choice seemed to his 
mother, doubt runs through these letters. 
Scholem's correspondence with such lu- 
minaries as Theodor Adorno, Hannah 
Arendt and Walter Benjamin shows him 
fully engaged with western intellectual 
life. Yet he was often at odds with them 


over his love of the Jewish particular and » 


The Economist November 30th 2002 


"m 


Scholem plunged deep 


* theirincomprehension of it. Scholem tried 
and failed to persuade Benjamin, one of 
his best friends, to make Hebrew the me- 
dium and object of his inquiries into cul- 
ture and language, a failure he called *our 
private apocalypse". He broke with Arendt 
over her study of Adolf Eichmann, exe- 
cuted by Israel in 1962 for his part in the 
butchery of Europe's Jews. Scholem re- 
coiled from Arendt's apparent suggestion 
that Jews were complicit in their own de- 
struction, accusing her of lacking ahavath 
Israel (love for the Jewish people). Arendt 
replied, “I love only my friends and am 
quite incapable of any other sort of love." 

On loving friends, not peoples, many 
readers will agree with her. Scholem, a reli- 
gious but unorthodox Jew, defended tradi- 
tion in terms that sound not merely un- 
fashionable but even sinister, especially to 
post-September 11th ears. "I am a 'sectar- 
ian'," he told Arendt. And, for many, Is- 
rael's current travails will look like the nat- 
ural outcome of a misguided sectarian 
project: the founding of a Jewish state. 

The letters do not offer a full defence of 
Scholem's sectarianism. He was a passion- 
ate but politically flexible Zionist, at one 
time favouring a bi-national state for Jews 
and Arabs. He called himself an anarchist. 
Scholem would have said that attachment 
to a particular tradition broadens under- 
standing, and his scholarship bears this 
out. His investigations of the kabbalah illu- 
minated non-Jewish religions and were il- 
luminated by them. Arendt walked on 
ground that Scholem excavated. 

The editor of this collection, Anthony 
Skinner, does too little to explain this. His 
translations, thankfully, let the correspon- 
dents speak in voices that sound like their 
own. But his commentary, which aims to 
make the concerns of a bygone generation 
of intellectuals accessible to today's read- 





ers, ends up subtly belittling them. He calls 
the enthusiasms of the younger Scholem 
boys for revolution and utopia “utterly for- 
eign" to today's readers and advises them 
to set aside their "specific content". This is 
wrongheaded, and not because, as Mr 
Skinner suggests, Scholem's scholarship 
contains private thoughts in code. Scho- 
lem brought to the mystical strain in Jew- 
ish tradition both unquestioning love and 
the critical poise of a demanding mind. In 
these twin scholarly passions, Scholem 
showed indeed how right he was. 8 


New fiction 


Life's a beach 


The Shell Collector. By Anthony Doerr. 
Scribner; 218 pages; $23. Flamingo; £14.99 


HE eight stories in Anthony Doerr's 

excellent debut collection have one 
thing in common. They all make strange 
things seem ordinary and ordinary 
things strange. In the title story, for in- 
stance, a blind Canadian shell collector 
abandons his wife and child to live 
alone on a remote island. Among other 
things, it is a story about illness, death 
and family breakdown. 

Yet these weighty matters are dealt 
with coolly and briskly. It is only in the 
long, richly sensuous descriptions of 
shells and sand and water that any 
sense of the story's strong emotional un- 
dertow is felt. As a boy, already blind, 
the main character's life is changed 
when, wading in the sea, he touches a 
shell beneath his feet. *He felt the sleek 
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Carry on up-river 


The Piano Tuner. By Daniel Mason. Knopf; 
312 pages; $24. Picador; £16.99 


ANIEL MASON, a young American 

medical student, has worked on the 
Thai-Myanmar border. This, his first novel, 
was largely written there. You can tell. It is 
a song to that region, to the colours and 
light, to the graceful people, to their stories, 
music and dance, to their bazaars, their pa- 
godas and birds. Ostensibly, he has writ- 
ten a historical novel about the British in 
colonial Burma in the 1880s; but it's all 
flummery beside his infectious enchant- 
ment with these things. 

Not that there’s any lack of history. Mr 
Mason provides great slabs of it-on the 
Anglo-Burmese wars, on the ethnogeogra- 
phy of the region, on British-French ri- 
valry. But in spite of pith helmets, tiger 
hunts and club gossip, the period eludes 
him. His dialogue keeps swerving, like a 
compass needle, into the late 20th century 
(“Please, feel free”), and the consistently 
post-colonial, issue-alert consciousness of 
the chief character places the book 
squarely in modern, liberal America. 

The back story involves the hauling of 
an Erard grand piano up river to the remote 
jungle fort of a legendary official, a nice Mr 
Kurtz who reads Tennyson and translates » 


egg of its body, the toothy gap of its ap- 
erture. It was the most elegant thing he'd 
ever held." 

This kind of displacement of per- 
sonal feeling into physical detail is still 
more pronounced in "The Caretaker", in 
which a Liberian refugee called Joseph 
makes his way to safety. The unspeak- 
able horrors of civil war are evoked in 
matter-of-fact lists. It is only later, in 
America, that Joseph begins to exorcise 
these demons, partly through his cultiva- 
tion of a small, and painstakingly de- 
scribed, vegetable garden. 

Loss, estrangement and distance—and 
a mood finely poised between melan- 
choly and melodrama-are the collec- 
tion's keynotes. But Mr Doerr frames 
and executes these stories with seem- 
ingly effortless panache, and there is al- 
ways something reassuring in their 
artistry to offset their bleakness. 





» Homer, and who has subversive ideas 
about the pacifying powers of music. 
Hence the piano tuner, Edgar Drake, who 
is summoned from his middle-aged, mar- 
ried, London existence to make the mad 
journey into the Burmese interior, only to 
find himself without an exit—helplessly in 
thrall to the spell of the east. 

The novel is cunningly filmic. And why 
not? After “The Piano”, “The Piano 
Teacher” and “The Pianist”, all that’s miss- 
ing is a piano tuner. The medical 
scenes—an amputation, a malarial fever— 
are particularly gripping. And it all looks 
beautiful. Grand pianos are photogenic, 
especially on a raft, or in a sling, with a por- 
ter's corpse spread-eagled on the lid. But 
this is not, if you were tempted, a com- 
ment on the deadly hand of cultural im- 
perialism. Its an eyeful and an earful. 
Drake, in a dream of musical meditation, 
plays Bach to a sequinned chieftain. Quite 
what the chieftain thought, we never dis- 
cover. The reader is lulled, like Tennyson's 
lotus eaters, and forgets to ask. @ 


Jazz CDs 


The roots of rock 


Jazz recordings for holiday gifts 


O MANY jazz fans, the overwhelming 

popularity of rock simply confirms 
Gresham's law: bad music drives out good. 
Yet one of the most enjoyable reissues of 
the year traces jazz and rock to their com- 
mon, vibrant root. 

Drawn from the extensive vaults of 
RCA Victor, "When the Sun Goes Down: A 
Secret History of Rock'n’ Roll" is a four-CD 
survey of the blues from the 19205 to the 
1950s. The first disc, "Walk Right In" offers 
earthy authenticity from Texas to Tennes- 
see both by legendary figures (Leadbelly, 
Bukka White) and the unfairly forgotten 
(Milton Brown and his Musical Brownies). 
In Volume 2, "The First Time I Met the 
Blues", Louis Armstrong accompanies 
country singer Jimmie Rodgers, while the 
Memphis Jug Band huffs and puffs with 
homespun panache. 

Volume 3 celebrates a vital melting pot: 
"That's Chicago's South Side" ranges from 
classic boogie-woogie by Meade Lux 
Lewis to insinuating vocals by Jazz Gillum 
and Tampa Red. Finally Volume 4, "That's 
All Right" arrives at the dawn of rock 'n' 
roll, with the likes of Arthur "Big Boy" Cru- 
dup, idolised and imitated by Elvis Presley. 

Certain jazz musicians have always 
courted the unbuttoned energy of rhythm 
and blues. A four-cp set from Proper Re- 
cords, "The Lionel Hampton Story", rous- 


ingly salutes the early career of Hampton, 
a pioneering master of the vibraphone, 
drummer, two-finger pianist and leader of 
one of the most exuberant of all big bands. 
Beginning with a selection of the efferves- 
cent all-star combo records he made in the 
1930s, it moves on to such big band classics 
as his driving theme, "Flying Home" and 
"Hamp's Boogie-Woogie". And just when 
the band's storming beat seems a touch 
unrelenting, there are meltingly beautiful 
ballads, above all his astonishing, 15- 
minute "Stardust". 

Hampton died only this year, aged 94, 
but one of his most talented colleagues 
barely reached a quarter-century. Charlie 
Christian has long been regarded as the 
founding father of the electric guitar and 
key innovator in the new musical lan- 
guage of be-bop. By the time of Christian’s 
death in 1942, his brief but epoch-making 
career had justified the title of the hand- 
some commemorative box issued by Co- 
lumbia Legacy: “The Genius of the Electric 
Guitar”. Wittily packaged to resemble a 
guitar amplifier, its four discs contain all 
the recordings Christian made as a revela- 
tory soloist with Benny Goodman, plus al- 
ternate takes, rehearsals and spur-of-the- 
moment jam sessions. It is a treasure trove 
not only for lovers of the guitar, but of the 
finest small group jazz, spearheaded by 
Christian's vibrant tone, nimble lines and 
adventurous harmonies. 

A different sort of tribute by some con- 
temporary masters delighted jazz lovers 
this year, first in a concert tour and then on 
CD. "Directions in Music" brought to- 
gether the formidable talents of pianist 
Herbie Hancock, saxophonist Michael 
Brecker and trumpeter Roy Hargrove, all of 
them one-time associates or deep admir- 


And Crudup begat Elvis 


ers of two legends of modern jazz, Miles 
Davis and John Coltrane. Their CD, re- 
corded live, celebrates the achievements 
of Davis and Coltrane in a subtle, imagina- 
tive programme by a finely-honed quintet 
making the best kind of homage. 


Atmospherics 

A CD by a Swedish trio also demonstrates 
intuitive teamwork, as well as proving 
how international top-flight jazz has be- 
come. Though the threesome bears the 
name of their pianist, Esbjorn Svensson, 
who also composes most of their material, 
he refers to them collectively as EsT, and 
their CD "Strange Place for Snow" is very 
much a co-operative enterprise. And local 
conditions apply. Whereas historically 
American jazz has been based on tunes, 
swing and individual solos, EsT create dis- 
tinctly Scandinavian and atmospheric 
mini-tone poems, with modal harmonies 
and rock-style rhythmic motifs. 

The effect can be mesmerising, as on 
"Behind the Yashmak”, conjuring the in- 
tense inner world of a Muslim woman. Mr 
Svensson has said that his trio is less con- 
cerned with playing jazz than with realis- 
ing their own sound, a statement which 
might worry some jazz devotees. 

Certainly, hard-core fans were vexed 
last year when an acclaimed Canadian 
singer-pianist, Diana Krall, seemed to be 
going commercial with a swooning album 
accompanied by strings. But her latest CD 
returns to her roots. Recorded live at Paris 
Olympia, "Live in Paris" features some or- 
chestral backing but mainly showcases 
Miss Krall having her swinging way with 
such unbeatable standards as “Fly Me to 
the Moon”—just the thing to set toes hap- 
pily tapping at holiday time. m 








Cho Choong Hoon 


Cho Choong Hoon, a maker of South Korea, died on November 17th, aged 82 


T THE start of his business career in 
1945, Cho Choong Hoon owned one 
lorry. By the 1990s his South Korean firm, 
the Hanjin group of 21 companies, had as- 
sets worth about $20 billion. Mr Cho was 
one of the extraordinary people who 
helped to transform South Korea from a 
poor Asian country into one with an econ- 
omy comparable to that of, say, the Neth- 
erlands. These days, speak to South Kore- 
ans whose recent forebears were peasants, 
and most will say they now regard them- 
selves as middle class. 

Mr Cho was often asked how he did it. 
"Timely decisions and painstaking effort", 
he said. There was a lot of truth in this re- 
ply, however hackneyed. Opportunism 
and hard work enabled Mr Cho to turn a 
profit as South Korea endured many years 
of war and military dictatorship. When 
North Korea invaded in 1950 Mr Cho's 
business expanded rapidly as his lorries 
carried ammunition and other supplies 
for the American-led United Nations’ 
forces defending the South. By the time of 
the start of the Vietnam war in 1954, Mr 
Cho had expanded into shipping and he 
secured contracts to move supplies from 
America’s Korean bases to the South Viet- 
namese government. Among other ship- 
ping innovations, he introduced con- 
tainerisation to Korea. 


In 1961 General Park Chung Hee took 
power in a military coup and inaugurated 
what came to be called the South Korean 
“miracle”, with growth of around 9% in 
real terms year after year. Park had served 
in the Japanese armed forces, and believed 
that South Korea could prosper, as Japan 
was doing, by creating the conditions un- 
der which strongly-led companies could 
expand. Companies that won the trust of 
Park could take out large foreign loans 
guaranteed by the government, and were 
assured of a cheap and docile workforce 
forbidden to bargain or strike. The govern- 
ment's vast security network would deal 
with any dissent. 

One company leader Park trusted was 
Mr Cho. In 1969 he gave him the job of pri- 
vatising the loss-making state airline. Un- 
der Mr Cho, Korean Air became highly 
profitable, and the world's second-largest 
cargo carrier. Its success was perhaps the 
high point of his career. Transport, said a 
happy Mr Cho, served the economy like 
the heartbeat served the human body. 


A test of friendship 

For the United States Park was an embar- 
rassing friend. He was among the most 
loyal of Asian leaders. When America be- 
came increasingly involved in the Vietnam 
war in the 1960s Park allowed it to hire 
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300,000 South Korean soldiers to fight as 
mercenaries. South Korea's thriving indus- 
try, bounding along under such captains 
as Mr Cho, was much admired by Ameri- 
cans more used to demands for aid. But 
Park's South Korea practised torture and 
murder. In 1973, Kim Dae-jung, a critic of 
the regime who later became president, 
was kidnapped by Park's security agents 
who planned to take him out to sea to 
drown him. Only a desperate plea from the 
Americans saved his life. 

The American attitude to such regimes 
as South Korea's was perhaps best 
summarised by Jeane Kirkpatrick, who 
held government office under Ronald Rea- 
gan. In an essay on foreign policy, "Dic- 
tatorships and Double Standards", in Com- 
mentary magazine she wrote that it was 
dangerous at the time of the cold war to 
destabilise "generally friendly regimes", 
which would gradually become more 
democratic. Other American officials felt 
more comfortable when focusing on what 
seemed to be the non-controversial as- 
pects of Mr Cho's growing empire, such as 
education. He made generous contribu- 
tions to a number of South Korean col- 
leges, and set up a special college for Han- 
jin employees to study to university 
standard. As the economy grew, having a 
well-educated workforce helped to keep 
the country at least in pace with its Asian 
competitors. 

By November 1979, when the Kirkpat- 
rick essay was published, Park had gone, 
murdered the previous month by his secu- 
rity chief. When South Korea did eventu- 
ally evolve towards democracy, Mr Cho's 
business empire was under a cloud. Air- 
craft of Korean Air had been involved in à 
series of accidents in which more than 700 
people died. A waspish broker advised his 
clients, “Buy but don't fly." When Kim Dae- 
jung was elected president in 1997 he said 
family-run chaebol (conglomerates) such 
as Mr Cho'sconcentrated too much on pro- 
fits. They should, he said, be put in the 
hands of professionals. 

A chastened Mr Cho resigned as presi- 
dent of Korean Air, but retained the chair- 
manship of the Hanjin group as a whole. 
Worse was to follow. Korean Air was ac- 
cused of evading taxes amounting to 
$53m. But merciful prosecutors, while 
chasing the missing taxes, declined to pros- 
ecute Mr Cho, because of his age and his 
contribution to the country’s economic 
growth. South Koreans mostly approved, 
and over the past week have been payinga 
respectful goodbye to almost the last repre- 
sentative of the generation that, by hook or 
by crook, got the country through a testing 
period. Seoul newspapers have been gen- 
erous with their praise for “the godfather” 
of the transport industry. Perhaps not the 
most felicitous of expressions, but no 
doubt well intentioned. 8 
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THE OXFORD 
ADVANCED MANAGEMENT 
PROGRAMME 


15 June — 12 July 2003 
5 October — | November 2003 


THE OXFORD 
STRATEGIC LEADERSHIP 
PROGRAMME 


18-23 May 2003 
9-14 November 2003 


ARE YOU COPING WITH CHANGE OR LEADING IT? 


THE OXFORD For more information visit www.execed.oxford.edu 
SENIOR EXECUTIVE or contact Dorothy Cooke, Templeton College 
FINANCE PROGRAMME University of Oxford, Oxford, OX! 5NY, UK 


16-21 November 2003 Fax +44 (0)1865 422501 
Email info@execed.oxford.edu Templeton College 


The Anderson School at UCLA 


Global management perspective. 
Strategic thinking skills. 
Leadership acumen for senior executives. 


UCLA's STRATEGIC 


LEADERSHIP INSTITUTE 
6 July 27 - August 22, 2003 


E 
* Take away results-oriented strategies to identify, attack, 
E and manage risk in a global business environment 
Professor Dominique Hanssens, 


Bud Knapp Cheir in Management * Maximize competitive advantage by using the levers of 


information-driven marketing, process improvements, 
and industry dynamics 


E Il N ¢ Strengthen leadership skills required for complex 
nro ow: organizational change, to pilot your firm to increased 
+1 (310) 825-2001 market share, profitability, and stakeholder satisfaction 


execed @ anderson.ucla.edu e Develop immediate solutions to your own Applied 
www.execed.anderson.ucla.edu Business Case 
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wab & Company, Inc When you're exposed to groundbreaking concepts, 
new viewpoints, vigorous debate, and intense analytical thinking, 
something in you changes. Your mind opens. Your thoughts 
expand. You begin to think at a different level. 
This is the environment you will experience every day 
at Chicago GSB. And this is the environment that has 
produced some 5,500 CEOs and top corporate 
officers worldwide, as well as more Nobel laureates 


than any other business school. Like so many who have gone 


transformed. 


before you, you leave here transformed. Ready to lead, 
create, and reimagine the very nature of business. 
You dream. You plan. 


With Chicago GSB, you achieve. 


Our Executive M.B.A. Program Asia, Europe, and North America 
ipper-levei professionals to add formal business 


lucation to their skills and achievements. Wherever vou study 





you will be exposed to the same environment and faculty and 
receive the same degree for which Chicago GSB is famous. Tc 
learn more about this part-time program offered at our Europe 
Campus, join us at one of our Admissions Receptions 
Amsterdam Dec 2 7:00-9:00 pm Hilton Amsterdam 


Brussels Dec 3 7:00-9:00 pm Conrad Brussels 

Berlin Dec 4 7:00-9:00 pm Grand Hyatt Berlin 

Prague Dec 5 7:00-9:00 pm McKinsey & Company 
Na Rybnicku 5. Praha 2 


Vienna Dec 9 © pm Hotel Sacher Wien 
Budapest Dec 10 7:00-9:00 pm Hyatt Regency Budapest 
Milan Dec 11 7:00-9:00 pm Four Seasons Milano 

Zurich Dec 12 7:00-9:00 pm Zurich Marriott 

Madrid Dec 14 7:00-9:00 pm Hotel Villa Magna 


Barcelona Dec 16 7:00-9:00 pm University of Chicago 


= I a > 
curope tampus 


Presentations also include information about our full-time program 


"e arien ab hitr sine pelle — — an KATE Aes meu 
C ie at Nitp://esd.ucnK ago.edu execMBAeurope 


Executive M.B.A. Program 
Europe Campus, Barcelona, Spain 


| ds 
$ CEA | b 


The University of Chicago Graduate School of Business 








YOU. 


REALIZED. i 
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The Cranfield MBA - developing tomorrow's leaders Cranfield 


UNIVERSITY 


Choose from three first-class programmes: Full-time, Executive Part-time or Modular. School of Management 


For details contact: Cranfield School of Management, 
T: +44 (0) 1234 754386, E: mbaenquiries@cranfield.ac.uk, www.cranfieldMBA.info Accredited by AACSB, AMBA & EQUIS 


Thinking about doing an MBA in London? 


Don't just think - do it now - with our February start 
courses you can get a head start. 


€ You are eager, open to opportunity and you want to get on in life. 
@ Everything about you says you have a highly professional approach to your planned career. 
@ You need a qualification which will carry recognition across the globe. 


The MBA at Westminster is the first step towards your future. 


Our 12 months full-time MBA programme starts 20 January 2003 at our Harrow Business School. 
We also offer a part-time MBA and a range of specialist Masters programmes. 


For further details check out our website or contact the 
Admissions and Marketing Office Tel: 44 (0)20 7911 5903 EZ A Vedliieciie isis 
Email: harrow-admissions @ wmin.ac.uk ser 


www.wmin.ac.uk/hbs Educating for professional life 





+ The University of Reading (CZ 3 Amsterdam Institute of Finance 


HE BUSINESS SCHOOL 
OR FINANCIAL MARKETS 









/ 


The ISMA Ce re is unique 


| 


-— 


MELLE 





Upcoming Courses 


Taught by leading experts from the world's top business 
schools, such as Columbia, Wharton and INSEAD 





Investor Relations Dec 9-n 

na Financial Restructuring and IPOs Dec. 9-13 

Mar. 17 - 21 

Valuation Dec. 16 - 18 

| Dresdner Kleinwort Wasserstein, UBS 
qi ' Warburg WestLB and many more Negotiation Analysis Jan. 22 - 24 
' 
de ES Advanced Valuation Feb. 4-7 
ISMA Centre cri ipe Real Options feb. 10- 12 
‘i ] learning degree launched for 2003! Foundations of Finance Feb. 26 - Mar. 21 
ves Financial Risk Management Mar. 3-7 
Champagne for the best trader on . " ps 
ergers and Acquisitions Mar. 10 - 14 


: E. ~ 11 December: see website for more 


Financial Innovation in Corporate Finance — Mar. 24 - 28 


"S The University of Read 
ISMA Centre - Whi EAE 
PO Box 242 - Reading RGG 


l ] Fa 189318 For information please visit our website or contact us direct! e 
natha audis die. ia Tea (0) T y 
Further information CFaxtw44 (0)118 931 4 Tel: +31 20 §20 0160 www.aif.nl 
www.ismacentre.rdg.ac.uk Email: other Hein thia ngayn Fax: +31 20 520 0161 info@aif.nl 
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VISH 
Aliseda 


ge ll, 15. 28009 Madrid (Spain) 
et 2 839 | Fax: «34 914 315 054 
E-mail: info 8 aliseda com 
www.aliseda.com 
: effective courses 


= IUHS SCHOOL 
o OF MEDICINE 
St. Kitts, West Indies 
Tw www.iuhs.edu 


e Earn vour MD degree using 
Problem-Based Learning 

patient cont 

e Accredited & WHO listed 


Ph.: 1-204-233-3192 


e Early hospital and 


www.masterguide.org 


the guide to your prestigious 


Master’s degree in Business and Economics 


Oxford, Leuven, Rotterdam, HEC, Cambridge, LSE, StGallen, Bocconi. 
EDHEC, Stockholm, UMIST, Copenhagen, Warwick, ESCP-EAP, Nyenrode etc. 


=e ONLINE 


WHEN BUSINESS 

GETS WILD PREMIER 
* EDUCATION 

IS YOUR SFRENGTH. 


COLLEGE 
SWISS QUALITY EDUCATION 
FOR FULL CATALOGRE AND INFORMATION 
WWW.COLLEGE.CH 


admission@college.ch 


Tel. +41 1 306.3908 - Fax +41 1 308.3512 


* 


The Faculty of Economics and Business Administration at the 
University of Maastricht and the International Labour Office 
jointly offer a 


Social Protection Financing Programme 


The programme consists of a one-year Master programme 
and a series of courses for professionals in social protection 
and social protection financing. Scholarships are available. 


Applications for the academic year 2003-2004 are accepted 
until March 1, 2003. 


For more information visit our web page: 


www.fdewb.unimaas.nl/algec/socprotection 


Or contact us via: 


SPF Master Programme 

P.O. Box 616 

TS 53 Room 2.069 

6200 MD MAASTRICHT 

THE NETHERLANDS 

Fax: +31-43-388-48-64 

E-mail: socprotection.ies&algec.unimaas.nl 
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www.cepmip.ore 


www.cepmip.org/journal 


Are you dreaming of reaching new career heights? 
Looking for a new direction? 


Then look no further. Check out the LLM MBA 
and MSc Courses at CEPMLP... 





The Centre for Energy, Petroleum 
and Mineral Law and Policy - 
CEPMLP/Dundee is the leading 
graduate school in its field. An 
internationally recognised centre of 
excellence that maintains close links 
with industry and governments 
through executive training 

and offers professionally relevant 
programmes in Resources 
Management. 


From 2003 the following degrees are available 
by Distance Learning: 


MBA in Oil and Gas Management 

MBA in Mineral Resources Management 
LLM in Petroleum Law and Policy 

LLM in Mineral Law and Policy 


www.cepmlp.org 
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Invitation for Bids (IFB) 
Islamic Republic of Pakistan 





OF REAL TIME GROSS SETTLEMENT SYSTEM 


Credit No: 3688-PAK 
Technical Assistance for Banking Sector (TABS) IFB No: 001/02 


‘Real Time Gross Settlement, RTGS, is a payment mechanism whereby 
interbank and other time-critical payments are entered into the system and 
settled item by item across the banks' current accounts held with the State 
Bank of Pakistan by debiting the remitting bank and crediting the receiving 
bank. Such payments, once settled, should be final and irrevocable under all 
- relevant laws and jurisdictions, including those of the head offices of foreign 
banks operating in Pakistan. These payments may be in settlement of a 
purchase of Government Securities which will also be processed, in real time, 
through a connection of RTGS to the State Bank's General Ledger system. 








1. This Invitation for Bids (IFB) follows the General Procurement Notice 
(GPN) for this project that appeared in Development Business, Issue 
No. 580 of 16th April 2002. 


2. The Islamic Republic of Pakistan has received a credit (Cr.3688-Pak) 

from the International Development Association toward the cost of 
- "Technical Assistance for Banking Sector - (TABS)” project, and it intends 
to apply part of the proceeds of this credit to payments under the 
agreement(s) resulting from this IFB: Supply, implementation and Support 
: den Time Gross Settlement System (RTGS) at the State Bank of 
Pakistan. 


The State Bank of Pakistan now invites sealed bids from eligible Bidders 
for the Supply, implementation and Support of Real Time Gross Settlement 
System whereby interbank and other time-critical payments are entered 
into the system and settled item by item across the banks current accounts 
held with the State Bank of Pakistan by debiting the remitting bank and 
crediting the receiving bank. These payments may be in settlement of a 
purchase of Government Securities which will also be processed, in real 
time, through a connection of RTGS to the State Bank's General Ledger 
system. 


Bidding will be conducted using the International Competitive Bidding 
(ICB) procedures specified in the World Bank's Guidelines: Procurement 
under IBRD Loans and IDA Credits and is open to all Bidders from eligible 
source countries as defined in the Guidelines, which meet the minimum 
qualification criteria indicated in clause 6.1 (a) of ITB Bid Data Sheet. 


Interested eligible Bidders may obtain further information from State Bank 
of Pakistan and inspect the Bidding Documents at the address given 
below from 0900-1700 Hrs (PST) Ramadan timing: 0830-1345 Hrs (PST). 


interested eligible bidders may purchase/collect complete set of bidding 
documents in English from the address below upon payment of a 
nonrefundable fee of Pak Rupees 12,000 or US Dollars 200. The bidding 
documents can also be sent by courier, if required by the eligible bidder, 
on an additional payment of Pak Rupees 3000 or US Dollars 50. À pre- 
bid meeting, which potential bidders may attend, will be held on 19th Dec 
2002 at 1000 hours (PST) in the State Bank of Pakistan head office 
located at I.I. Chundrigar Road, Karachi. 


... Bids must be delivered to the address below by 1000 Hrs (PST) on or 

before 21st January 2003. All bids must be accompanied by a bid security 
amount of not less than Pak Rupees five million or an equivalent amount 
in a freely convertible currency. Late bids will be rejected. Bids will be 
opened on the same day i.e. 21st January 2003 at 1100 Hrs (PST) at 
the address below in the presence of bidders' representatives who choose 
to attend. 


The attention of prospective Bidders is drawn to (i) the fact that they will 
be required to certify in their bids that all software is either covered by 
a valid license or was produced by the Bidder and (ii) that violations are 
considered fraud, which is, among other remedies, punishable by potential 
blacklisting from participation in future World Bank-financed procurement. 


Coordinator (RTGS PROJECT) 
. State Bank of Pakistan 
I.I. Chundrigar Road, Karachi-74000, Pakistan 
Telephone No. 92-21-9212549, 92-21-9212400-9 
Fax No. 92-21-9212469, 92-21-9212477 
|. . Email RTGS@sbp.org.pk — — 


SUPPLY, IMPLEMENTATION AND SUPPORT 


S 2500 students in 112 countries study in their free time and 

EUN, earn Bachelor, Master, Ph.D. degree in Business - Liberal 
Arts or Engineering for a brighter future, We give academic credit for 
work experience. You ee | r! Your personal 
American Advisor will guide your studies. Use our Internet library. For a 
no cost catalogue: P.O.Box 61707, King of Prussia, PA. 19406 USA 


Fax: 610 205 0960 e-mail: admissions@washint.edu 


Totally Flexible 
MBA/DBA/PHD 


MMS degrees by Distance Learning. You design your 
curriculum. You will not study material you already 
know or dg not need. No exams, you leam through 
research & writing. No Bachelors ar GMAT requinsd. 
Facully are successful business leaders/authors. 
Faculty wanted. Rushmore University, 1-815-425- 
8577, infod@rushinore.edu www.rushmore.edu. 


















in Chile, Argentina, 


Intensive spanish language training for 
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Language aries 








www bridgelinguatec.com 


learns anish 
i execulives, travelers. and international s ris. 


nguatec 
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Appointments 





developing countries seeking to reform their financial sectors. 


fluency in English, Spanish and French. 


DECEMBER 16, 2002. 


CuriCon is specialised in identification of experts for consulting companies, ministries and 


international organisation engaged in international development projects worldwide. 


Due to enlarged demand of our clients we are seeking international experts for project 


assignments within the following sectors: 


* Health sector experts (especially: PT and medical equipment) 


Collection, Information Systems) 


* Human resources development — * Education 


Please send your CV by e-mail to: kornelia 8 curicon.com 
EU CV-format can be downloaded on www.cuneon com ander "Tools" 


CuriCon, Ravnholtyej 145, 8310 Tranbjerg, Denmark 


The Faculty of Forest and Environmental Sciences of the Albert-Ludwigs-University 
in Freiburg im Breisgau, Germany, invites applications for a 


Mixlern teaching is expected in German and English. 


Conditions af employment are defined by the University Law of Baden- Württemberg. The University of 


Freiburg is an equal opportunities employer. 


Further information can be obtained from: 


Jan Thwe. Managing Director, e-mail: janjhwe@dekaforst unt freibure de, phone 449/761/203- 3604 


Applicants should apply in writing before December Loth, 2002 with s CV inciuding a fist of publications 
and a list of courses held by the applicant teaching experience). The application should be accompanied 


with a paper stating the applicant's concept for future teaching and research, 
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| The Finance, Private Sector and Infrastructure Unit of the World 
Bank's Legal Vice Presidency has an opening for a lawyer to 
ZEB provide high level advice on the legal aspects of the licensing. 
operation and supervision of banks and other financial intermediaries in 
developing countries. The World Bank is active in providing advice to 


Qualifications and Experience: Applicants should have a post-graduate law 
degree, eight years (minimum) of relevant legal experience and, ideally, 


To apply: Please fill in the on-line application at www.worldbank.org/careers 
by registering and referencing Job Number 200211058. APPLICATIONS | 
MUST BE RECEIVED BY 11:59 PM, (WASHINGTON DC TIME) ON | 


* Public Relations 
* Social sector and labour market experts (especially: social services development, management 
and training. Social Insurance, labour market, pension reform, legislation and policy reform. 
actuarial projections, HR training and establishment of PCU/PMUS, Unified Contribution 


* Chemistry/drug/pharmaceutical industry 


The full-time position is to be filled on O1. April 2004. The position ts assigned to the Chair of Forest Policy 
The successful candidate will develop and teach the subject within the Diploma-Program 
"Porstwissenschaften" (Forest Sciences) and the Master-Program. “Sustainable Forestry and Land Use 
Management" as wel as in future programs of study of the faculty. An orientation towards international 
markets of products and services of Forests and Forest Products Industry in research and teaching is 
expected. The faculty is interested in contributions t a better understanding of market Influences on 
conservation and sustainable management of natural resources in the context of land use decisions, This 
iraplies a close cooperation not only within the Institute of Forest Policy but also with the Chairs of Forestry 
Economics and Forest Utilization, Empirical research is desired to also apply methods of social sciences. 
















JOB HUNTING INTERNATIONALLY? 


Executive $75K-500K+. Career searching into, within: 
Asia / Europe / M.East / U.S.? Contact for Free Info. 


www.careerpath.co.u 


Email: 
cpamerica@careerpath.couk: | 


Oil Publications seek 
Exp. journalists for news 


Hà : appropriate. advice: before. ‘sending money, 
and country reports 


— j incurring any. expense or entering into a 
-F binding. commitment in relation to an 
“| advertisement. The Economist Newspaper 
| Umited shall riot be liable to any person for 

| loss or damage incurred or suffered as a 
ek result of his / her accepting or offering to 


Send CV and salary req. to: 
Fax: 


USA/Canada *j 202 4781698 


| accept an invitation contained in any 
m advertisement published in The Economist, 


_ Services Restricted Procedure Notice 


Title: UK-East Kilbride: Latin America Research Network 


t. Awarding authority: Department for International Development, 
Abercrombie House, Eaglesham Road, East Kilbride, G75 BEA, Scotland, 
Tel: 01355 843366, Fax: 01355 843499, Email: m-blue@dfid.gov.uk, 
Contact: Marie Blue , quoting ref: EOT O2 4247 . 


2. Category of service and description, CPC reference number, quantity, 
options: CPV: 75211 200,731 10000. 


Additional description: The Department for International Development 


- (DFID) is the British Government Department responsible for promoting 


~ “development and reducing poverty world-wide. The Latin America Department 
(LAD) within DFID are seeking Expressions of Interest for an institution 
to manage and co-ordinate the development of a Latin America Research 
Network (LARN). The purpose of this initiative is to enable DFID and its major 
development partners in Latin America to optimise the expertise and 
experience available in relation to key strategic policy issues, and to establish 
structured links with expertise in the Latin America region so as to enable 
.a more effective contribution by DFID and our regional partners in shaping 
and monitoring the policy agenda. 
The institution will work closely with DFID LAD to achieve the following outputs: 


i) Strengthened policy-relevant research in pro-poor growth, social inclusion 
and governments working for the poor. 

ii) improve communication and collaboration between countries, within 
regions and with relevant policy makers, on these issues. 

il) DFID informed as to the key issues from the Latin American experience 
vand capacity that can enable it to contribute to international development 
policy on Latin America and international development debates generally. 
The manager of the LARN will: 


* Provide an information database. 


mM _ Maintain links with other networks, policy makers in the region, advisers, 


DFID in-country offices and other donors. 
-æ Encourage region-wide co-operation. 
+ Commission research for DFID, including administration of funds. 


Joint or combined Expressions of Interest, to provide the full range of services, 
from European based institutions and Latin American Based institutions 
are encouraged. 


Draft Terms of Reference are available at 
www.dfid.gov.uk/contracts/contractopportunities.asp 


3. Delivery to: As in Awarding Authority. 

4. a) Reserved for a particular profession: Not applicable. 

4. b) Law, regulation or administrative provision: Not applicable. 

4. c) Obligation to mention the names and qualifications of personnel: Yes. 
5. Division into lots: Not applicable. 

6. Number of service providers which will be invited to tender: 
Between 5 and 8. 


7. Variants: Not applicable. 


() 


INVESTOR IK PEUPLE 


+44 20 75048280 
+66 2 2674688 


Europe 
Asia / M. East / Aus 


8. Time limits for completion or duration of the contract, for starting or- 


providing the service: It is envisaged that the contract will be for 3.5 years... 
commencing late March 2003, with the possibility of an extension of up ==: 


to 2 years, subject to satisfactory performance, 

9. Legal form in case of group bidders: Joint and several liability. 
10. a) justification for accelerated procedure: Not applicable. 
10. b) Deadline for receipt of requests to. participate: 14 January. 2003 (14: :00). | 
10. c) Address: As in Awarding Authority. - : | 

10. d) Language(s): Engl 
11. Final date for the des 
issue invitations to tendei 
12. Deposits and guarante 


13. Qualifications: The Expression ofh Interest must be ir in dh foi 
Capability Statement, of not more than four. Ad pages, showing ee 
of skills and experience in the following: areas: 


- At least 5 years experience of =a research and. research netw rks 
in relevant fields. 

- At least 5 years experience of working i with researchers involved with 
Latin America. e 

- Proven understanding of DFID needs and objectives, ; 

- Understanding of the role research can play i in policy making 

The Expression of Interest should also state the number of years trading, 
turnover for the last three years and turriover in respect of similar services 
for the last three years. In addition, abridged CV's of key personnel ; are. required. 
14. Award criteria: Criteria indicated in the invitation to tender. P 

15. Other information: Following assessment of the Expressions : of Interest; 
DFID will invite shortlisted applicants to submit Technical and Commerci 


proposals. Prices are not required at this stage, but when required, j 
be in Sterling and all payments will be made in Sterling. . E 


Applicants should note that in accordance with UK Government Accountir ng 
Procedures DFID's preferred method of funding the successful service 
provider will be on a reimbursabie basis for all activities including administration 
of research funds. However, DFID is prepared to consider alternative _ 
proposals for handling the research elernent at the ITT stage. 


The contract will be governed by English law. DFID reserves the right to annul v 
the tender process and not to award a contract, 


16. Date of publication of pre-information: 
17. Notice Postmarked: 

18. Notice received on: 

19. Covered by the GPA agreement: Yes. 
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cpeurope@careerpath.co.uk | 
cpasia(bkk.loxinfo.co.th 


| = The new y established. International Isl; mic Rating | | 
Agency (IIRA), headquartered in the Kingdom of | 


Bahrain, is seeking: highly qualified candidates for 
the position of Chief Executive Officer (CEO). 
Organized as an integral part of the architecture of 
the international Islamic financial system, and with 


the support of the Islamic Development Bank (IDB), | 


the Bahrain Monetary Agency (BMA), and the 
Islamic financial institutions, the IRA was formally 
launched on 29th October 2002. HRA will play 


an independent complementary role to the current 


international rating agencies by providing credit rating | 


services to the Islamic financial market with a focus 

on: the fiduciary aspects of corporate governance; 

compliance with Shariah and the standards set out by 
| the Accounting & Auditing Organization for Islamic 
Financial Institutions (AAOIFI). 


J ob Description: 

B Advise the HRA Board of Directors on the 
organizational structure of the Agency. 

B Develop rating methodologies for Islamic 
financial institutions, corporates and financial 
instruments, - 

W Create systematic rating procedures. 

B Hire the appropriate staff. 

B Run the day-t o-day business of the Agency. 

Qualifications: | CA/CPA/CFA/MBA from 

accredited international institutions / 

universities of repute. | 

Experience: Not less than 10-years of experience 

with leading rating agencies or/supervisory position 

as a Senior Credit Officer in a multinational 
financial institution with knowledge of 


International. Accounting Standards (IAS) and | 


AAOITFI standards is desirable, but not required. 


Tenure: Five (5) years with the possibility of 
extension based upon performance. 


Remuneration: Negotiable at the time of | 


interview, the package offered will be commensurate 
with those of similar positions in the market. 
Please write, in confidence, including comprehensive 
C. V. and current/expected remuneration details, within 
four (4) weeks of the date of this advertisement, to: 


D.M. Qureshi, Adviser-in-charge 
Treasury Department, Islamic Development Bank: 


PO. Box 5925, Jeddah 21432 Kingdom of Saudi Arabia x 


E- mail: dqureshi@ isdb. org or malam? isdb. 5 
T ee 009662-6467837/636- 1554 zx 


mew. 
economics 
FOUNDATION 
Think tank of the year 2002/03 
The New Economics Foundation is an independent think tank, working 


to create innovative, inclusive and enterprising solutions to the social, 
environmental and economic challenges facing the world today 


Senior Researcher and Consultant 
£26,000 - £31,000 


Do you have proven research and consulting skills, good knowledge of 
enterprise development and an interest in delivering on the research 
agenda of UK's leading Think Tank of the Year? 


NEF is looking for an individual to design and manage the research and 
consulting programme of the Inner City 100 - a high profile initiative 
to locate and celebrate fast-growth inner city businesses. Your. 


responsibilities will include action-oriented research and consulting to` il 


support enterprise-led community regeneration, as well as managing 
and mentoring junior research staff. 3 


| Minimum requirements: university degree, 3-5 years relevant" | 


experience and knowledge of enterprise development and community 


B regeneration. 


Closing date for applications is 9 December 2002 
Interviews will be held on 16/18 December 2002 _ E 
For further details and application forms (no CVs) please write to: ut 


Sue Carter, NEF 6-8 Cole Street, London SET 4YH or e-mail her at | 
sue.carter&neweconomics.org 
NEF believes in diversity | 


Financial Risk - 
Management Officer 


The International Finance Corporation (IFC), World Bank Group, _ 
promotes sustainable private sector investment in developing countries, 
helping to reduce poverty and improve people's lives. IFC's Risk 
Management and Financial Policy Group is oeie a Financial Risk 
Management Officer. 


Responsibilities : 


* Develop market and credit risk measurement models for treasury 
and portfolio activities 

* Design, model, program and test/validate derivatives pricing and. 
exposure models 
Market risk and credit risk models 
Implement new risk control technology and systems 


Qualifications : 

* Quantitative Master's or PhD (computer science, engineering, 
financial engineering) ! 

e 3-5 years in information technology and systems development; - 
deep knowledge in applied finance and derivatives including: 
valuation and exposure modeling 
Expertise in C/C++, Unix, databases, web based reporting, 
Summit API development including eToolkit and Summit Credit 
Limit System 

* Excellent communications skills in English 


The position is based in Washington, D.C. Salary and benefits are 
internationally competitive. 


For Corporate information. please visit www.ifc.org. Qualified : l 


LI - candidates. are invited to. send their resume in English per e-mail k 
L ECRikmgliif.on. D Deadline i is December 10, 2002. | 








" Health Sector Adviser 
























in all but the most exceptional circumstances 


ue om DFID, our central focus is on an international commitment to halving 
ui the number of people in extreme poverty by 2015 — through sustainable 
|; development, education, and better management of natural and physical 
tU environments. So we're looking for individuals who can bring skills, 
understanding and patience to even the most complex development activities. 


Due to the combined effects of the collapsing economy, the AIDS epidemic 
and growing food shortages, Zimbabwe is currently facing a severe 
humanitarian crisis. The EC is playing a lead role in assisting international 
response and is providing funds to the UN and NGOs for food ~ as well 
as for social sectors including health. 


"Primarily an advisory role, your goal is to co-ordinate and monitor EC support 
within the health sector- especially as regards humanitarian response. 
So you'll maximise the efficiency and effectiveness of this support and help 
to enhance the achievements of the Millennium Development Goals. 
in turn, you'll prepare and implement joint health sector appraisals and 
evaluate HIV/AIDS programmes - and you'll also critically relate EC support 
to the broader humanitarian emergency as well as within political, social 
and economic contexts. 






With a relevant degree and at least five years’ professional experience 

of social sector programmes in developing countries ~ including dialogue 

|... with national governments — you'll ideally bring experience of humanitarian 
emergencies. So, you'll be an excellent team player, with the ability to 
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Rural Livelihoods Adviser 
£36, 41 1 


At DFID, our central focus is on an international commitment to halving 
the number of people in extreme poverty by 2015 ~ through sustainable 
development, education, and better management of the natural and 
physical environments. So we're looking for individuals who can bring 
skills, understanding and patience to even the most complex 

. development activities. 


We are looking to recruit up to four Rural Livelihoods Advisers over the 
next year. They will be members of advisory teams working on programmes 
to improve the livelihoods of the rural poor and to reduce poverty in 
developing countries. The job could take you anywhere — usually on 

a series of one to three year assignments in DFID offices around the 
world or in our London base. 


You will offer specialist advice on the formulation of policies and strategies 
to improve the livelihoods of the poor people, dependent on natural 
resources. You will also participate in the identification, appraisal, 
review and evaluation of rural poverty reduction programmes. 


You will become part of the growing programme of collaboration 
between DFID and other bilateral and multilateral agencies. 


So you will need relevant postgraduate qualifications or equivalent, 
reflecting your knowledge of appropriate natural sciences. You will 
have at least five years experience of building rural poverty reduction 
programmes for, and in, developing countries and be able to demonstrate 
the impact of your work. 


You will be able to demonstrate a good understanding of the livelihoods 
strategies of the rural poor and to analyse the impact on these livelihood 
strategies of national, regional and global policies. 
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: £31,310 - £45,450 UK taxable - It is expected that you will accept the appointment at the bottom of then range L = 


Harare, Zimbabwe 


work as part of a multinational team - and equally as important, you'll 
be a first class negotiator and communicator with solid computer skills; 


This is a pensionable, 18-month fixed term post and there are also additional 
benefits, including variable tax free allowances and a flexible travel package. 


The Civil Service offers a choice of final salary and stakeholder pensions, 
giving you the flexibility to choose the pension that suits you the best. 


DFID is an equal opportunities employer. Applications are welcomed from 

all parts of the community. Selection is on merit. To work for us, you must: 

be a national of a member state of the European Economic Area, a Swiss 
national, a citizen of the British Commonwealth with the established right. 
to live and work in the UK, or have been granted refugee status (as defined .— = 
by the 1951 UN Convention on Refugees) by the UK authorities. 


For more information on this vacancy, DFID in general, and an electronic 
application form, visit our website. Alternatively, call 01355 843109 or 
e-mail hrod4a1Gdfid.gov.uk to request an application pack ~ quoting Ref. 
AH375/ACC. 


Closing date: 20 December 2002. 
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You will be committed to delivering. against agreed. objectives adt 
improving your own performance. Rural Livelihoods Adviser's must als 
demonstrate effective team working. skills, acute political awareness, M. 
communication skills, and influencing abilities. D 


This role is both permanent and pensionable ~- and subject t to a 10 mont 
probationary period. The vacancies will be overseas or in DHD's office 
in Palace Street London. Candidates must be willing to serve where posted, ii 
usually on one to three year assignments. Extensive travel of some ninety SES 
days from base is the norm. vies 


For UK based posts a relocation package may be available. 


DFID is an equal opportunities employer. Applications are welcomed from us 
all parts of the community. Selection is on merit. To work for us, vou must 
be a national of a member state of the European Economic Area, a citizen. 
of the British Commonwealth with the established right to live and work” 
in the UK, or have been granted refugee status (as defined by the 1951 
UN Convention on Refugees) by the UK authorities. 


For more information on this vacancy, DFID in general, and an electronic 
application form, visit our website. Alternatively, call 01355 843352 or 
e-mail groupSb2@dfid.gov.uk to request an application pack ~ quoting 
Ref, OMV/0103/0506/0548/002C. 


Closing date - 20 December 2002. 
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DO YOU FEEL LIKE YOUR CORPORATE - 
LADDER HAS RUN OUT OF RUNGS? 

Do you feel the need for new challenges and opportunities? If 
you're a global senior executive, over 40 years old and 
accustomed to a $100K+ annual salary, we can be the answer to 
your next jump on the ladder of success. Resume Broadcast 
International assists you in your professional search with the 
personal contact necessary for success 24 hours a day, 365 
days a year. Don't wait another minute new opportunities are a call 
away. 






































Resume Broadcast international 





Resume ^ P.O. Box 6930, San Diego, Califomia 92166, USA. 

Rroodeest € Tel: 619 224 9257, Fax: 619 224 9268 

Into attendi Email: rbi1022243306@cs.com 
2 i: ti d 


THE 
CHARTERED INSTITUTE OF 
PURCHASING & SUPPLY 


e 


Head of Knowledge Management 


STAMFORD £33K + CAR + BENEFITS 


As the voice of the Purchasing and Supply profession, the 
Chartered Institute of Purchasing and Supply (CIPS) 
prides itself on being the central hub of P&SM knowledge and 
innovation. The Institute is renowned for producing authoritative 
publications. on the UK economy, offering excellent professional 
qualifications and services to its members and acting as an 
‘ambassador for the profession to the public and private sector 
bodies. 

We now seek an experienced Knowledge Management 
Professional to be the pivotal link between the Institute, 
academia, industry and the funding organisations. You will be the 
driving force that encourages academics to become part of the 
research process and you will influence the direction of the 
research, ensuring that it is relevant to members and the wider 
business world. Further tasks will include managing the 
dissemination of the research and promoting the knowledge 
agenda within the Institute. 

With a relevant first degree and ideally a Ph.D. or Masters 
qualification, your successful career will have provided you with a 
sound knowledge of research techniques ranging from the pure to 
practically applied. You will also need to be highly self-motivated 
with the confidence to present persuasive arguments to colleagues, 
stakeholders and the membership. 


Interested parties should apply in writing to the retained 
consultant, lain Gilmour "nu 

MSSL, 1 Russell Chambers, 

Covent Garden, London WC2E 8AA 

or e-mail to info@mssl.co.uk messi ouk 
.. quoting reference G/111. 
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International 
Property 


Publications 


















2 Now Available 
-| ARAB OIL & GAS DIRECTORY 
«ef 2002 


-[ The unmatched 656-pages book covering 
| Arab. oil and: gas exporting countries and 


EXCELLENT 4 STAR HOTEL 
SPAIN, COSTA DEL SOL 
IN THE BEAUTIFUL TOWN OF MIJAS 
TYPICAL ANDALUSIAN ARCHITECTURE 
COMPLETELY RENOVATED 
204 DOUBLE ROOMS, RESTAURANTS, . 










or further informat PHONE: 0034609099495 


visit Web site: ww 





BARS, TWO SWIMMING POOLS . .]| 
PRICE: 21.000.000 EUROS || 


- EMAIL: HOTELES.ESPANAGterra.es: || 


| Promoting economic growth and higher DE 
living standards in developing countries 












Chemonics International, a leading development 
consulting firm with projects in more than 100 countries, 
seeks senior short- and long-term fiscal economists and 
budget and expenditure control specialists to work on 
budget, taxation, and treasury reform activities at state 
and national levels. 


Candidates should have the following qualifications: 


* At least 10 years of experience, including work in 
developing countries 


* Experience reforming state finances and treasury 
operations, improving state treasury debt and cash 
management systems, and implementing medium- 
term fiscal frameworks at the sub-national level 


e Experience working with high-level government 
officials and international donor organizations, 
particularly USAID and the World Bank | 


e Master's degrees in economics or business required; 
Ph.D. preferred 


* Fluency in English required; Proficiency in at least one 
other language preferred. 


* Asia experience preferred 
To apply for short-term and long-term opportunities, send . | 
your resume and cover letter with salary history to | 
fiscalreform@chemonics.net. To learn more about our 
work, please visit our website at www.chemonics.com. 



























NATO HEADQUARTERS BRUSSELS 









SLICATIONS MANAGER 
Js Office of Information and Press is responsible for the deveto 
tribution of NATO's print and electronic publications. The Publica 
ager will coordinate the work of a small dedicated team in charge o 
oduction of print and electronic publications. S(he] will join a dynamic a 
resul-oriented division working in a politically complex and challenging 
international setting. 


plicants must: 

* have several years of professional experience in the management and develop- 
ment of print and electronic publications, preferably on an international scale; 

* have professional experience in communications and public relations; 

* have sound professional experience in [public] procurement procedures 
and market consultations; 

* have experience in modern production techniques; 

* be able to work and write clearly and concisely in one of the Alliance's 
official languages, and possess a good working S of the other; 

* have a universi ree in journalism, political science, public administration, 
international relations or another relevant discipline; 

* be à national of a NATO country. 


For full post description and details of how to apply, please refer to the NATO 
website [wwrw.nato.int/structur/ recruit/ 4002/ a02-28¢e.pdf}. 
General recruitment information can be found on: 
www.nato.int/structur/recruit/index.htm. 

For statistical purposes, please quote reference A.EC.28(2002) 
and not the "A.NET.28[2002]" reference shown on Internet. 


Closing date for applications: 22 January 2003. 
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e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIONS. 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the- 
most competitive rates currently available by a licensed professional firm. 








EST. 1989 Žž i LONDON: For immediate, friendly advice, please contact: 


«LICENSED CO. b a 90-100 Sydney SL. Chelsea, "noter Harper LL. B (Hons), Dip. Law, AO! Janson Lotery B.Sc (Hons) - 


a London SW3 ONJ. : 
an “mai: hel $ asgi ns 
à & TRUST MANAGEMENT | 16-44 (0) 20 7352 2274 E-mail: helen@sctgroup. rod t i v pd fgroup.com: 1 


"VISA. Fax: +44 (0) 20 7795 0016 E-mail charles@scigroup.com 


IMMIGRATE TO CANADA || Mg TVETIT | 
“We Can Help" Offshore Companie "3 | : | XU A 
30 Years Experience in Inimigration Matters | j | PUBLISH YOUR BOOK Uu 


The law firm of Somien & Peterson | Offshore Accounts i ps 
Mipiwwwesom)en,cam Belize Offshore Consultants Inc. en iie ea mda: 
T rie or sena your manuscnpt io 1 


Email: sorajen@somien.com 
ATHENA PRESS 


Suite 810, 1240 Bay Street, 
Toronto, Ontario, Canada, MSR 2A7 
Teh: (4183922 RORI Fax: 06416922 4234 
QUEEN'S HOUSE, 2 HOLLY ROAD; 
E i : Us SETS ; TWICKENHAM TWI 4EG, UK 
WWW. ewes bankacbounte: com : E-mail: athenabook@acl.com 














































“We Can Helm” 






























CANADA a world of opporuniy] (ALLURING TIES, 
| Italian jacquard silk ties, 
for all occasions. 
Ideal gifts. 






MAMAS Pares inei emi eR, 


SILK TIES 


| for discerning buyers and | 
Of distributors T 


Banking Specialists 
Offshore Company Formation 
Private Bank Acquisitions 
Bank Introductions 
Credit Enhancement 
2nd Citizenship Programs 
Diplomatic Introductions 

Tel: +44 (0020 7958 9014 

Fax: +44 (0020 7958 9383 | 
Email: Info@globalcapitaLcc p abal "" 





NW keana a.com 


Fee anditiis consihteion, 24 hours per day, ? days per werk 


Canadian immigration Lawyers 
250 Marton Stee, Sad 42, Toronto, Ontato, Nas 7182 
des £D 4x6 422 5387 Bas, e OO 416 dm Oe? 


EGLO  —————— 
& OFFSHORE CO. | Offshore Corporations 
incorporation, tax planning & bank a/c Dr Banks, Trusts, Foundations 
Allen & Bryans Consultants — Will Bank A/Cs, Credit Cards 
a allen _bryans@pacific.netsg 
Be T: 65-63233021 F: 65-63233959 



















Contact 


sales@saladinltd.ie Contact. 


 salesasaladinltd.ie 


JBAL-MOINES 
A Run 
————OÜ ÜÓÀ—Á—Q— 20-5241407 
AN INCREDIBLE 
INVENTION 


Proven to cut electricity costs by up to 4066. CESU ^ ! : . | 
Manufacturer seeks UK and overseas At O F F S H o R E | With Over 25 years exponente " 
distributors for this top quality high tech f e " & = facilitating offshore and international 
product with amazing customer demand. T Å X- F R F E business, we deliver workable and cost 
Tel: «44 (0) 1872 223000 MC PI ide effective solutions. 

Fax: 444 (0)1872 264325 Companies world-wide 
Formation and administration of 
companies, opening of bank accounts 
telfax/mail forwarding service 


I i Company CE Express f un A 
ee companies 
| : LAVECO Ltd. 


formation 
| Tel: 2444-207-556-0900 
Fax: -44-207-556-09 10 
E-mail: london@laveco.com — Contact David Stevenson 
HUNGARY | for further information: 


Tel: +36-1-217-96-81 | | 
Fax: +36-1-217-44-14 T: +44 (1624) 818899 — 
F: +44 (1624) 811081 


Tek +44 (0) 20 7636961 8 | __ E-mail: hungary@laveco.com 
“ax: +44 (0) 20 76369617 | 
ROMANIA E: business@ocra.com 


Ld "y 
E-mail: econ@com-exp.com Tel: 440-722-326-329 


Hegen Spent » | Fax: 440-21-313-7177 
Landon , United Kingdom i 


. Solutions for APANA 
* Trading or investing internationally 
* Protecting your wealth 


* Setting up a business overseas 


ritus com 


> Our Offices: ES CYPRUS 
b Cyprus E Nn f Tel: 4357-24-636-919 
israel | V. p | Fax: +357-24-636-920 
EP V Lithuania | LIFE, E-mail: cyprus@ laveco.com 
| Russia 


nc 19291102] 


www.ocra.com 


| iiiied Kinget 
7 United Stz 
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Overview 


America’s economy grew in the third quarter 
at a revised 4.0% annual rate, up from the 
earlier estimate of 3.196. The revised figure 
shows a big jump over the 1.3% annual rate 
of growth in the second quarter, Car sales 
gave a big boost to America's economy, but 
much of that was owing to zero-interest-rate 
financing and other incentives, which are 
now reaching their limit. Overall, consumer 
spending accounted for the lion's share of 
third-quarter growth. 


Recent consumer-confidence figures give 
reason to hope this will continue. The Con- 
^ ference Board's index of consumer confi- 
dence rebounded from a nine-year low of 
79.6 in October to 84.1 in November. Busi- 
- ness spending in the third quarter was 
. weaker than originally estimated, however; 
and most forecasters reckon that a rebound 
in corporate spending is required for any sus- 
tained recovery. America's booming housing 
market slowed slightly in October, as new- 
home sales slid by 4.5%. 


Europe's hopes for a strong recovery have 
been weakened by low growth figures in 
some of its largest economies. In France, un- 
til recently a brightish spotin the dim euro 
area, GDP grew by only 0.9% at an annual 
rate in the third quarter—even less than the 
typically weaker economies of Germany and 
Italy—despite consumers’ continued eager- 
ness to spend. The French government raised 
its estimate of its 2003 budget deficit from 
2.6% to 2.8%, edging ever closer to the 
Maastricht treaty's 3.0% limit. 


There was more gloom in Germany, where 
the Ifo index of western German business 
confidence fell for the sixth month ina row. 
Companies’ appraisal of the present situa- 
tion improved, but their expectations for the 
future deteriorated. German consumer 
prices fell by 0.4% in November; the annual 
inflation rate fellto 1.1%. 


There was better news from Spain, where GDP 
‘rose by 3.2% at an annual rate in the third 
quarter, up from a revised 1.8% in the sec- 
ond. Producer prices rose by 1.6% in the year 
to October. 


In Britain, annualised third-quarter GDP 
growth was revised up from 2.7% to 3.4%, 
the best performance since 2000. 


Consumer prices in Canada shot up by 3.2% 
inthe yearto October, compared with the 
2.3% increase in the year to September. En- 
ergy prices were the main culprit. 





Data on more countries, as well as currency tools, 
tables and charts for shares and indices worldwide 





Output, demand and jobs 





























% change on year ago 
The Economist poll Industrial Retail sales Unemployment 
GDP GDP forecasts production (volume) % rate 
1qtr' — 1year 2002 2003 ^ latest —— latest — ^ latest — yearago 
Australia — — «24 +38 Q2 +37 +35 ^ «27 Q2 +54 03 ^  600t 70. 
Austria — — — * 2.5 +09 02 +07 3— * 1.7 .—  - i4 Aug — * 0.6 Aug — 4.2 Sep — 3.7. 
Belgium — . *1.2 +08 03 +06 418 * 13 Sep — - 0.9 Aug — 11.9 Oaf 11.5 
Britain — — s 34 +18 Q3 +16 42.6  — -2.5 Sep +60 Od —— ' 5.3 Sepll 5.1. 
Canada —— « 4,3 +32 Q2 +34 +32 — * 3.1 Aug — * 5.2 Aug o 7.6 Oct — 7.4. 
Denmark — — * 44 +20 Q2 +18 +21 —  — nil Sep — +34 Aug — 5.3 Sep 51 
France — — 40.9 +08 Q3 +11 +18 4 -11 Sep —— - 15 Sep —— 9.0 Sep — 8.7. 
Germany — — * 11 +04 03 +04 +13 ^ - 13 Sep — - 13 Sep — 9.9 Oc$ 9.5 
Haly — — «11 +05 0 +04 +16 +12 Sp -27 Sep 9.0 Ju 95- 
Japan —  -*30 *15 03 -07  -*10  J *5.2 Sep —— - 1.9 Sep —— 5.4 Sep — 5.3 
Netherlands +03 «0.1 03 «04 «14 - - 2.3 Sep +09 Sep — 2.4 Oct'' 20- 
Span — — —*3.2 +18 Q3 +19 +24 &— +34 Sep — — fna — o 11.2 Sep 10.6. 
Sweden — — +24 +21 02 417 +24 *11 Se +74 Sp  — 37 0t! 40 
Switzerland — + 1.3 +06 Q3 +01  »13 ^  -20 Q2  -11 Se 30 Od! 1.9 
United States +40 +32 03 «24 +27 *12 Ot +7.6 Sep ^ 57 Oct 54- 
Euro area +16 +07 02 +07 +17 - 0.6 Sep +15 Aug 83 Sep 8.0 





** change at an annual rate. TNot seasonally adjusted. TH uly-Sep: claimant count rate 3.1% in + Oct. SEU harmonised rate 8.3% in Oct. 
**Aug-Oct. 


Prices and wages 
% change on year ago 
The Economist poll 





Consumer prices consumer prices forecast Producer prices _ Wages/earnings 
poer latest yearago — 2002 — 2003 ^ ^ latest — yearago — latest yearago 
Australia — — — * 32 Q3 +25 ^— «28 +25 -02 0) +24 +36 B +40 
Austria — —  *18 0t +253 / *18 A +17  , *03 Ut -05 +23 Sep +29, 
Belgium — — — * 1.3 Ot +24 — *17 *d s #45 Ot -42  t*21 03 + 3.7 
Britain — 5— ^ — *2.1 Ot +16 +19 — *2.4 FOG Ot -0.6 —* 38 Sep *43 
Canada — — — * 32 0d  * 19 +22  *2.5 ^  *05 Sep +10 +28 Aug + 1.4 
Denmark — — -*25 Ot +22 +23 +21 +08 Xt -03 «37 02 «47 
France — — — *19 0t +18 *19 |. £14 +03 5p -02 .: *38 G2 +42 
Germany — — +11 Nov *17 +14 — *12 +09 Od  - 11 +24 Sep + 2.3 
Italy —— — —. * 2.5 Nov +28 +24  - +19 4 + 0.5 Sep — * 0.4 — * 2.5 Sep + 2.4 
Japan — — ~ 0.7 Sep -08  -09  - -06  - *0.3 (t — -06  *17 5p -05 
Netherlands — — - +34 Od +43 +37 ^7*25 / *06 Sp +07 34 Sep +47 
Spain — 5 £10 Ot +30 +34 +26 +16 0d -04 — «40 Q2 429 
Sweden —— .— *2.5 Ot +27 +23 +21 ^ -10 Ot +05 +27 Aug * 3.6 
Switzerland — — * 1.3 Ot +06 — *0.7 3^ +09 3— -0.6 Oct  -14  »*2.5200 + 1.3 
United States + 2.0 Oct +21 — * 1.6 +22 ^ *0.6 Oct — - 0.3 ^— * 30 Oct + 3.8 
Euro area *2.3 Oc + 2.3 + 2.2 + 1.7 + 0.1 Sep + 0.7 +33 02 + 3.0 
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-Money and interest rates 












































Money supply* Interest rates % p.a. (Nov 27th 2002) : 
% change on year ago 3-mth money market 2-year 10-year gov'tbonds ^ corporate 
parow LOR ve yearago SSCL IL A <yearago bonds.. 
ae +14.4 Sep 484 O ABI O 2 C ANNE ONE TON 
82 +54 Oct 3.94 3.91 2L 4.67 468 X 3 $6900 — 
Lll  *61 Ot — 273 &— 208 à  —343 ^—^ 519 ^ 535 — 691. 
+ 64 Qt — 3,34 — 375 _ 3,43 4.64 — 4.78 —  — 60.74 
...:990 33 Oct 002 — 002 à $005 ^ 096 ^ 134 ^ 104- 
Sweden [100 $07 Ng 379 3.74 AU incu RRO Lo Rd. 
Switzerland — «115 — 5.4. Oct. 0.75 — . 2.10 0.97 2.53  — 335 3.60 
United States «35 — «60 0t — 132 205 206 424 495 637 
Euroareal — «82 — + 7.4 Sep 3.05 3.38 3.0 448 459 519 




















“Narrow: MI except Britain and Sweden MO, broad: M2 or M3 except Britain Má. tGermany for bonds. Benchmarks: US 30-year 5.11%, Japan 
. No.2440 985%. Central bank rates: US fed funds 1.25%, ECB refinancing 3.25%, BOJ overnight call 0.001%, BOE repo 4.00%. Sources: 
Commerzbank, Danske Bank, J.P. Morgan Chase, Royal Bank of Canada, Stockholmsbörsen, UBS Warburg, Global Insight, Westpac, Thomson 
: Datastream.. Rates cannot be construed as banks’ offers. 










| Stockmarkets 





Market indices 
% change on 
2002 one record Dec 31st 2001 
Nov 27th high low week high inlocal — in$ 
st gS OR aN aL D Ue EA e mL uec ate Lo NEY du TUIS 
X 2,968.2 3,440.0 — 2,855.5 nit ~13.7 -11.3 - 44 





ap dimi Eure aac E Ó—— Ó—————————— € Ó— T ———ÓMÓÓ—M—————— ———————————— 






Australia A Ordinaries) 























Denmark (KBX) 1796 233.4 156.4000 t 17 2 743.8 o -24.6 ^ -160 — 
Tance ce (SBF 250) — à à à 22170 30819 17945 ^ v 5.1 ^  -49.5 MN 725.6 -173 d 
ACAC40) — — 3313.8 — 4,6880 — 2,6565 ^. £531 0 291 — 7283 -204 
n Germany (Xetra DAX) — 3,346.1 — 5,462.6 — 2,597.9 +AT 7585 2392  -279 4 
italy (80) — ^ 11696 15130 9744 tà 7865 7-185 —- 9.3. 
Japan (Nikkei 225) —  8,875.9 11,979.9 8303.4 ^ * 49 ^ - LS 0 07198 0-94 
(Topix) —— 1 869.3 11394 ^— 8171 | +46 ces 769.9 -158 0-9. — 
Netherlands (AEX) — — — 3574 —— 5312 — 2914 — * 53 o -49. 7-295 20.6 
“Spain (Madrid SE) — — — ^ 6935 — 848.1 9508.5 0 tf59 :395 -199 - 65 
Sweden (Affarsvarlden Gen) — 165.9 — 236.8 — 122. ^ «4 5.6 ^  -58.66 ^ -283  -1758 
Switzerland (Swiss Market) — 5,181.9 6,694.1 — 4,435.0 +29 -384 ^ -19.3 -100 
United States (DJIA) — ^ 8,931.7 10,635.3 — 7,2868 1 £36 238 7109 10.9 
Mc ..X&S&P500) — ^1 938.9 1,1725 à 7768 +27  . 395 182  -182 
" . (NASDAQComp) 1,487.9 2,059.4 1,1141 —^& * 48 à  -705 ^ ^ -237  -237 
Europe ( (FTSE Eurotop 300)" 9366 1,279.7 7972 3.0 -45.1 -25.7  -174 












Fin. euro terms, Tio Semen = pital ecaro index includes individual markets listed above plus eight others, in dollar terms. 
TSalomon Smith Barney World Government Bond Index, total return, in $ terms. 
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1995«100 
Nov 19th Nov 26th" 
Dollarindex | m 
Aititems — 760 —— 761 
Food .— | . 800 X^) 79.5 
Industrials 
All 70.6 71.4. 











Sterling index 

Alitems — n — PIA FOF ios 

Euro index ` 
Allitems —1 98.8 100.8 

Yen index | ne 

AlL items — — 983 — 386 — 
$peroz — 320.05 ^ 31840 .— 

West Texas Intermediate x vum 
$ per barrel 26.40 .26. Al: me V2 
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* Provisional. Í Non-food agricultural. 






































Trade balance*, $bn Current account Exchange rate Currency units "o" 
latest 12 $bn The Economist poll trade-weighted | per per per per 
months latest 12 mths % of GDP, forecast 1990100 $ £ euro — X100 
uU Leu, 2003  Nov27th yearago  Nov27th yearago —  — ( ,  20* 
Australia — — - 27 Sp — — - 116 Q — -37 — -37 742 — 731 180 192 278 178 148 o 
Austria — — — - 0.8 ^g —  - Ll Se —-18 A. -18 — 10088 1003 — 1.01 ^ — 1.13 — 1.56 —— - .9.83 
Belgium — — + 17.1 Sp + 124 Ju +49 «5.0 100085 992 ^ 101 ^ 113 156 ^ - 083. 
Britain — 46.1 Sep — 25.8 Q2 — - 19 ^ - 19 — 105.0 1055 ^ ^ 0.65 ^ 0J0 ^  - 0.64 053 —— 
Canada —— — — * 347 Sep —— +121 02 +20 — *2.31 — 75.4 75.9 1.58 1.59 243 1.56 129 o 06 
Denmark — B — * 7.1 Sep — + 36 Sep — *22 — *20 ^. 103.1 — 1023 — —— | 7.50 —— 8.40 ^ 11.6 7.43 6.16 ^ 2. 
France — — — -* 9.8 Sep — — — * 26.8 Sep +18 *18 10299 101.9 101 113 156 - 083 27 
Germany — «110.9 Sep — — + 376 Sep — * 14 — «10 9998 987 1.01 1.13 1.56 - 0.83 
Italy — — — * 116 Sp = 10 Sep — ni — — wi — ^ 7348 727 ^ ^ .101 113 — 156 ^ - 083 ^ -23- 3 
Japan — —  - + 86.5 Sep — ——— *113.1 Sep — «2.8 —— «42,8 ^ 1326 — 137.4  —  1?2 123 . 188 1231 .—  - 9 
Netherlands +27.2 Sep —  * 9.0 Q +33 — «36 ^ 99195 981 ^ 101 113 ^ 156 ^ - 083 ! 
Spain — — 36.4 Aug ——  - 1&2 Ag — -19  — - 17 7508 743 ^ 101 2113 156 ^  - 083 
Sweden — — + 14.2 Oct — —* 80 Sep +33 +33 1594. 739... 9.15 — 106 à 141 9.06 0751 .— 17 
Switzerland —— + 44 Ot — *227 02?  *100  — 4103 1139 1129 Z  — 149 165 — 2.30 1.47 1.22 ^ na - 
United States — -452.7 Sep — -428.8 Q2 — - 47 ^ - 49 — 1140 1202 ^. ^ - - 154 099 082 — | 
Euro area — —  * 95.6 Sep — — + 38.0 Sep + 0.5 * 0.6 88.4 ^ 78.3 ^ o 101 ! 113 X— 156 — - 083 —  : 22 








*Merchandise. Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. Bank of England except SIMF, September average. TOECD forecast. 
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In the year to the third quarter, GDP rose by 
5.6% in Malaysia and by 5.8% in South Ko- 
rea. In October, Singapore’s industrial pro- 
|. duction rose by 11.8% year-on-year, and 

=- consumer-price deflation eased. But in the 
Philippines, industrial production fell by 
4.9% in the 12 months to September. 





Argentina's stockmarket rose by over 10%, 
vov toits highest since February 2001. 
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% change on year ago Latest 12 months, $bn Foreign 


— — 


GDP Industrial Consumer Trade Current reserves* 
production prices balance account. $bn, latest 


China 48.1 0 414.2 0c -0.8 oct 430.0 Oct 417.4 2001 258.6 Sep 














Hong Kong +05 10 -11.2 (0? - 3.6 Oct ~ 2.7 Oct — 415.7 a2 110.6 öt 














India — + 6.0 oœ — +61 Sp — *43 9p — -55 Sp +20 a — 607 Ot 


Indonesia +39 B -11.7 Q +10.3 Oct +26.6 Sep +61 Mm 29.2 Sep 


——————————————— UH —Á— lt et psn ly pp en WA MAMA IN 


Malaysia +5.6 93 + 9.0 Sep 


Philippines 2 book BOGE 
Singapore +37 03 +11.8 0c ~ 0.2 Oct +7.8 Oc — 4189 93 81.4 Oct 








+ 2,1 Oct +12.8 Sep +69 m 33.9 Sep 








+ 2.7. Oct + 2.6 Sep + 5.9 Aug 13.1 Oct 











South Korea — «58 c +127 0t +28 0t 10.7 ot +52 Sep 116.3 Oc 


Taiwan +48 0 + 7.4 Oct ~ 1.7 Ot 417.8 Oct +25.0 03 157.6 Oct 














Sá —————Ó 


Thailand - *5.1 Q0? * 9.8 Sep * l4 Oct +4.7 Oct — 6.9 Sep 36.8 Sep 
Argentina -13.6 a2 ~ 3.4 Oct +39.4 Get +14.9 Sep + 3.9 Q 9.4 Sep 











taai iia erary eai maa i eei a AAAA LA P e t pa T a eee en A A A AAS dH 


Brazil + 1.0 o + 5.6 Sep * 8.5 Oct +11,2 Oct -10.8 Oct 38.4 Sep 


ANOLA taf etm fret en rer Ae LOANS TN WAY Rt AIT AA ba PA se em 9 er EAE YI 9 Y NIA P AN AN AA N SIMA PV RAL A al Aa a Aye o lm ao iy ll I ANN PROWL ABA RA A eee Ie bes rem n d rmm) pre d eret RAPA LOANS PY SAA bt addi <a 





Chite | +18 03 + 5.2 Sep + 3.0 Oct + 2.6 Oct ~ 0.6 0 14.7 Sep 








ie Mme e a S ra Per Ee mnm EEA uina nana s p Mala RS MA MIA aa MAI f| erties hya A eet ieee aa e re ee RTC eh d P o Pr nta menta ta mna a 


Colombia +2.2 R * 1.0 Auq + 6.4 Oct + 0.5 Aug ~ 1.3 g 10.6 Oct 


ARAL FAI Bt RA AI RR fd fo tn iain ea nt AAR e A a nmn 


Mexico +18 m ~ 0.6 Sep + 49 (Qt ~ &,8 Oet ~16.3 Q 46.6 Sep 














Peru + 7.3. Sep + 7.6 Sep +14 Oc + 0.3 Sep -1.0 a 


Venezuela -55 03 - 6.6 Jul «29.9 Oct *85 a2 +1.9 qq 
Egypt + 4.9 20011 + 7.8 20011 +30 Sep -7.9 Ju nil ae 


en T ——À fh 4A Mtg ony ne A i 














—— PPP 


Israel ~ 0.8 Q ~ 0.2 Sep + 6.9 Oct ~ 6.4 Oct -~ 2.6 a2 


RR 











South Africa — + 3.1 03 —  * 8.6 Sep —— $145 Oct — — +31 Sp — - 0.3 Q2 59 Sep 








Turke £8.22 Q2 +10.8 Sep +33,4 Oct -11.7 Sep + 1.1 Aug 25.6 Oct 
Czech Republic — «2.5 m * 9.2 Sep * 0.6 Oct -3.0 0t -~-23 02 22.5 üt 


ettet arresto maa AMNIS apuaan AA La A AA shat Aaaa vm tvi e ai a Aa BAA eA Aeee AEE AAA AE ly a ff Sl e e e AAAA A s EE y EEA EDE I EIA AA E AAAA AAN o m a A AAA TA AP AA AS a a 


Hungary + 3.1 a2 + 8.1 Sep + 4.9 Oct ~ 2.9 Sep | — 2.7 Sep 10.1 Sep 


mma namasa prt à Ha a a i a i A A a y = RN DIM rmm n e m m e m ES T REINA m rna 

















Oe AAPM be m ae et anh e m em nm mnes a mira fe t e ee serra eme menta ium rm un P raa A Of 94 AANE E y y a LI im A PA ARN e net rd n 


Poland +08 Q + 3.2 Oct + 1.1 Oct -10.3 Sep ~ 6.6 Sep 28.2 Oct 


Damama auniaunn amanna A AA AAA S remet Diener ta i Ma M Nt tem IB imr RA I PAR A Pe RE SII Mea RN MEN I Ge PTT NERA AAAA RIA AI MIRI cha IRA e aM SA YN EAM CPP CH Em m yet TP nan re rait 


Russia +41 Q2 + 1.9 Ot +14.9 Oct 442.9 Sep +27.6 3 43.0 Oct 
* Excluding gold, except Singapore; IMF definition, fear ending June. 











Financial markets 


Currency units Interest rates  Stockmarkets "o change on 


per $ per £ short-term Nov 27th Dec 31st 2001 
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Nov 27th yearago Nov 27th % p.a. one in tocal in $ 
week currency — terms 


China 8.28 8.28 128 na 1,441.8 "LN - 15.8 - 15.8 


1O———X——— 


Hong Kong 7.80 7.80 12.0 1.55 9,944.6 -0.3 - 127 ~ 12.8 

















PEMA tata a femme A PURI RA teh E E A EEE N EEA A SEA SE AAN AE A AA A PA A e A SAE S A AAAA AA AA A AAA E EA A E EA S AA n a 


India 48.2 48.0 74.5 5.39 — 3,174.1 43.2 - 2l wu 
Indonesia 8,935 10,400 — 13,796 13.85 383.0 *3.1 = 3 + 13.7 











Malaysia 3.80 3.80 5.87 3.10 632.4 -0,7 - 9,1 = d 





Philippines 53.6 520 82.8 6.63 10363 +02 -113 -146 








Singapore 1.76 1.83 2.72 0.78 1,394.9 0.8 ~ 14.1... = 10.0 











South Korea 1,195 1,267 1,845 4.89 708.1 +38 + 21 +122 


Taiwan 34.7 34.4 53.6 1.95 4,633.0 «D. - 16:5 .- 15.9 








Thailand 43.4 44.1 67.0 1.91 361.4 *2.6 * 18.9 + 21.2 
Argentina 3.48 1.00 5.37 8.60 509.6 *10.8 + 72.5 - 50.4 

















Brazil — — — 3.59 249 5.55 — 2190 102264 +14 — - 24] -516 
Chite — — 707 — 676 1092 ^ 23J6 47893 -05 -113 -17.0 
Colombia — — 2,755 — 2,311 ^ 4253 ^ 7.93 ^ 14395 ^ -40 +344 «111 
Mexico — — 1016 — 927 ^ 157 ^ 7.24 6129. «86  - 38 -132 
Peu — — 354 344 — 547 — 3.68 — 13544 +48 *152 +12.0 





Venezuela 1,320 746 2,038 29.91 7,873.8 * 0.8 * 19.8 ~ 31.2 
Egypt 4,63 4.27 7.1 6.47 5,214.1 *2,8 ~ 1.1 ae 


Israel 4.64 4.23 7.46 — 6.40 357.9 +56.5 - 19.9 - 238 
South Africa 9.3 9.87 14.3 13.55 9,367.8 — -38  — - 103 + 16.3 


Moni EE M ven mr amna paa iah A a e AAA A A AA e A E E E A N E E A AAAA EA A E A E H E H A e A AA AAAA N N AAA AE r a n 


Turke 1,563,950 1,482,000 2,414,739 41,00 13,036.9 - 1.9 5.4 - 12.0 














Poland ^ 3.99 4.06 6.63 14,850.6 45.7 $057 537 


INI NO trot me erar mia ta ari e RAS a a d a ee dele a e i ner n i em ne HA I he Mme Paene IP RI rin rime YRS aa d NM Mara dnd i ner PIRA T IH A rr A s e T ARTE PREIS NARI AA AAA a i s 





Russia 31.9 29.9 49.2 21.00 356.2 *1.4 * 43.1 + 37.0 


EMF (MSCI)* 1.00 1.00 1.54 na 298.3 +24 na - 60 


EMBI+ 1.00 1.00 1.54 na 221.0 -0.5 na * 10.3 
*Emerging Mkts Free, 13,P, Morgan Chase's Emerging Mkts Bond Index Plus. 1 In $ terms. 
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Sources: National statistics offices, central banks and stock exchanges; Thomson Datastream, Economist Intelligence Unit; Reuters: UBS War- 
burg; J.P Morgan Chase; Hong Kong Monetary Authority; Centre for Monitoring Indian Economy; FIEL; EFG-Hermes; Bank Leumi Le-Israet; 
Standard Bank Group; Garanti Bank; Deutsche Bank; Russian Economic Trends. 





Track and chart global stocks and indices, download tables, currency tools and more 
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To truly unearth the secrets of the world's 
pre-eminent luxury Scotch Whisky, one 
must first journey to Speyside in the 
North-East Highlands of Scotland— 
the home of the great Chivas Regal 
blend. Indeed, it was here over 200 
years ago in 1801 that Chivas Brothers 


opened its exclusive store in Aberdeen. 


Ls i. Bods 











It was this store that unashamedly 


catered for discerning customers like 
the Royal Household at Balmoral Castle 
and to Queen Victoria herself. By the 
mid-19th Century, Chivas Bros had 
established a reputation of unparalleled 
excellence. A hundred years later, 
Chivas Regal had become the undisputed 
whisky of choice on both sides of the 
Atlantic, not the least because of its 
eminently smooth taste and its appealing 
association with the good life. It's a 
reputation that Chivas Bros works hard 
to maintain, which is why wherever you 
order Chivas anywhere in the world, you're 
sure to enjoy the very same exquisite 
triple-blended experience. An experience 
that makes Chivas Regal quite simply the 
smoothest Scotch Whisky in the world. 


d The world this week 


Politics 


. IX. = 
The UN's weapons inspectors 
continued to monitor suspect 
sites with Iraq's co-operation. 
Iraq promised to deliver a list 
of weapons programmes on 
December 7th, a day ahead of 
time. Meanwhile, America 
pursued its preparations for 
war, and, with Britain, intensi- 
fied its bombing of Iraq's air- 
defences in the “no-fly zones". 
Turkey said it would offer fa- 
cilities to American forces but 
only if the UN passed a sec- 
ond resolution endorsing mili- 
tary action. 


A 44-country poll by the Pew 
Research Centre found a rise 
in anti-Americanism over the 
past two years, mainly in the 
Muslim nations of the Middle 
East and Central Asia. 


Egypt's highest appeal court 
quashed the seven-year sen- 
tence on Saadeddin Ibrahim 
for defaming his country and 
accepting foreign money. But 
Mr Ibrahim, a social scientist, 
now faces a new trial, his 
third, next month. 


Israel's prime minister, Ariel 
Sharon, said that he accepted 
President George Bush's plan 
for a Palestinian state with 
temporary borders. But Pal- 
estinians said Mr Sharon's 
proposal for only 42% of the 
West Bank was unacceptable. 
And right-wing members of 
his coalition said such a state 
would pose an “existential 
threat" to Israel. 


The World Food Programme 
gave warning that 18m people 
were at risk of starving in 
Ethiopia, Eritrea and Sudan; 
16.4m were at risk in southern 
Africa and 2.7m in Africa's 
Great Lakes region. 


The government of Burundi 
and the main rebel group 
signed a ceasefire. More than 
300,000 people have been 
killed in nine years of war. 


Kenya has so far arrested 13 
people in connection with last 
week's bombing of a Mom- 
basa hotel. Britain closed its 
mission in Nairobi after “a 
specific threat". 


Catholic tastes 

Scandal engulfing Boston's 
Catholic church deepened 
after archdiocesan files newly 
released by court order 
showed that senior figures 
were more aware of claims of 
sex and drug abuse by priests 
than they had admitted. The 
files were obtained by one of 
some 450 defendants suing 
the archdiocese, which is said 
to be considering Chapter 11 
bankruptcy protection. 


John Kerry, a Massachusetts 
senator, launched a prelimi- 
nary campaign for the Demo- 
cratic presidential nomination 
in 2004. 


The Supreme Court said it 
would hear cases brought by 
three white students who 
claim that, because of an "af- 
firmative action" programme, 
their places at the University 
of Michigan were given to 
black and Latino students 
who had done no better. 


Adel al-Jubeir, Crown Prince 
Abdullah's foreign-policy ad- 
viser, told a press conference 
in Washington that Saudi 
Arabia had been smeared by 
criticism that it had not done 
enough to support the war on 
terrorism since September 
11th. Meanwhile, Prince Nayef 
bin Abdul-Aziz, the Saudi inte- 
rior minister, told a Kuwaiti 
newspaper that Zionists were 
behind the terrorist attacks. 


New members welcome? 

The European Union and its 
would-be new members 
pushed on with final negotia- 
tions before the Copenhagen 
summit due to start on De- 
cember 12th. But would Tur- 
key be given a date for starting 
its negotiations? That was still 
uncertain, despite trips to 


many EU capitals by Recep 
Tayyip Erdogan, leader of Tur- 
key's now ruling AK party. 


A blow to the Eu’s planned 
Airbus-built A400M heavy- 
lift military aircraft: Germany 
is likely to order only 60, in- 
stead of the 73 at one time 
talked of. 


Fresh swathes of oil spilled by 
the now sunken tanker Pres- 
tige spread further along the 
north-western coasts of Spain. 
While politicians there ex- 
changed insults over the slug- 
gish and ill-equipped official 
response, the EU prepared 
plans for an early ban on the 
carriage of heavy oil by single- 
hulled tankers. 





France's government agreed 
to close the Sangatte "refugee" 
centre near Calais, a source of 
much British anger, at the end 
of December, four months 
earlier than planned. But Brit- 
ain agreed to allow (provi- 
sional) entry to a large 
number of the inmates. 


The Danish government for- 
mally rejected Russia's call for 
the extradition of Akhmad Za- 
kaev, a Chechen leader, say- 
ing that evidence that he was 
a terrorist was "insufficient". 


Call to arms 

In an unusually tough speech 
even for a hardliner, L.K. Ad- 
vani, India's deputy prime 
minister, dared Pakistan to 
fight “face to face" instead of 
supporting terrorist groups in 
Indian-run Kashmir. "Let 
there be a fourth war," he said. 
India has fought three wars 
with Pakistan, two of them 
over Kashmir. 


Five people were reported 
dead in Dili, the capital of East 
Timor, when police fired on a 
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crowd protesting against the 
arrest of a student. The prime 
minister's house was burnt 
down. 


The Australian prime minister, 
John Howard, said he was pre- 
pared to strike pre-emptively 
at militants in other countries 
if they threatened Australia. 
Malaysia, Indonesia, Thailand 
and the Philippines, none of 
them named by Mr Howard, 
responded angrily. Police in 
Indonesia claimed to have ar- 
rested the mastermind of the 
Bali bombings in which many 
Australians died. 


An American B-52 bombed an 
area of western Afghanistan 
in support of American sol- 
diers caught in a battle be- 
tween rival Afghan warlords. 


At a meeting in Beijing, the 
Chinese and Russian leaders, 
Jiang Zemin and Vladimir Pu- 
tin, called on North Korea to 
stop its nuclear-weapons pro- 
gramme and for the United 
States and North Korea to nor- 
malise diplomatic ties. 


In a bid to ease Australia's 
drought, 200 farmers' wives 
in Victoria planned a naked 
rain-dance, similar to one said 
to have brought much-needed 
rain to Nepal. 


Strike force 

In Venezuela, opponents of 
President Hugo Chavez called 
a general strike, extended for 
several days, in an effort to 
force the president to hold an 
early referendum on his rule. 


The United Self-Defence 
Forces of Colombia, the coun- 
try's main paramilitary group, 
announced a ceasefire from 
December 1st, apparently in 
the hope that the government 
would drop legal proceedings 
against it. America's secretary 
of state, Colin Powell, visited 
Bogota to support President 
Alvaro Uribe and implied that 
he would get more aid. 


A report on Canada's health 
system, said that C$15 billion 
($10 billion) was needed to 
modernise and streamline it, 
but that more private provi- 
sion was unnecessary. 





“Suitable for thes scrap over Cré- 
dit Lyonnais. 





Barclays gave a surprise warn- 
ing that profits for the year 
were unlikely to exceed last 
year's pre-tax return of £3.4 
billion ($5.1 billion). Britain’s 
fourth-largest bank is suffering 
from rising bad-debt provi- 
sions and “tough” business 
conditions; its shares tumbled. 
Lloyds rsp also gave warning 
of higher provisons for bad 
debts and exposure to Argen- 






_. The European Central Bank tína and Brazil. 
. fulfilled expectations and cut 
. interest rates by half a per- The travails of the life-insur- 
centage point to 2.75%. A prob- — ance industry led Australia's 
able further easing of AMP to add a further 1,900 


inflationary pressures and the — joblossesto the 1,500 arn- 
likelihood of sluggish growth —— nounced in June. The cuts will 
encouraged the banktoheed ^ come at Pearl, a British life-in- 
the alls. of. fupe: s busi- | surance company. | 









: | | | Victory for Vivendi | | 
America's productivity grew — Vivendi dl won t 
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Qucm cessions from many ae 

. . ees and had been planning to 

-. te-ballot mechanics, who had 
voted against wage cuts. The 

. . airline now has no alternative 

to Chapter 11 bankruptcy. 


- American Airlines said it 
would shed 1,100 flight atten- 
dants to save cash. Recently, it 
has announced big cuts to its 
domestic services. 


Credit crunch 

BNP Paribas turned up the 

heat on Crédit Agricole, a rival 

for control of Crédit Lyonnais. 
<> It added to a 10.956 stake 

- bought from the French gov- 

ernment by acquiring another 
5.3% in the market. Crédit Agri- 
—.. cole, meanwhile, parted com- 
-< pany with its chairman, Marc 
‘Bué. His replacement, René 
Carron, is considered 1 more 










ts not how many ideas you have. 
ts how many you make happen. 


T à To demonstrate how the public sector 
fede ' can improve customer service by embracing 
"ai " £ wm new technology, the Office of Revenue 

muss acra nile aue; Commissioners, Republic of Ireland, 


TN teuren wanted a system to enable businesses and 
~~ — individuals to file their tax returns online. 

: | am the Revenue Commissioner's idea, 
elivered. Accenture developed Revenue On-Line Service using 
ligital certificates to give electronic returns full legal status, and 
aunched a website that substantially simplifies the filing process. 
nitially available to businesses, the site was expected to bring in 
60 million its first year. In fact, it realised more than €1.5 billion. 


Facing increasing competition from 

airlines and cars, Société Nationale des 

Chemins de Fer Francais (SNCF), the French 

national railway, wanted to build a close, 

personalised online link to its customers. 

| am SNCF's idea, delivered. Accenture was 
— chosen to establish a business strategy for 
he new Internet subsidiary, and design and implement a high- 
olume, quick-response gateway to all of SNCFs services - with the 
dded convenience of a seamless link to Expedia.com. Already 
jenerating more than €15 million a month in revenues, 
oyages-sncf.com is the most-visited eCommerce site in France 
nd the second largest travel portal in Europe. 


In early 2000, the world's number one 
computer company set out to upgrade 
its already world-class manufacturing 
infrastructure with a bold yet simple 
premise: "build more systems with less 
inventory." | am Dell's idea, delivered. 
in about 100 days, Accenture and Dell 
'onceived and implemented an approach that allows Dell to 
»perate on no more than two hours of inventory at a time. Now ir 
jace in Dell's plants around the world, this system has already 
jenerated a 500% return on investment, while enabling Dell to 
lant more auickly to ranidly chanaina technolonies 
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intel.com/apac/business 


Did we break a barrier? 
Or did we break new ground? 





Intel invests billions of dollars annually, resulting in remarkable technological achievements. 


Actually, we did both. And this time 
unprecedented processor speed is just the 
beginning. Intel's Hyper-Threading Technology 
takes the processor beyond gigahertz - 
increasing responsiveness while running 
multiple applications. Because more efficient 
multitasking means a more productive 
end-user. It's just another way Intel delivers 
Return On Innovation. 


Introducing the Intel’ Pentium 4 
Processor with HT Technology 
3.06 GHz. 


pentium &@ 





Systems supporting HT Technology This logo means your system 
can process streams is running on Intel's most 
of information at the same time. powerful desktop processor. 


jS e e E Td um 4 Processor with HT Technology logo which your system vendor has verified utilize Hyper-Threading Technology. 
Performance will vary depending on the specific hardware and software you use, See www.intel.com/info/hyperthreading for information 


heisse daga intel, Pentium and the Intel Inside logo are trademarks or registered trademarks of Intel Corporation or its subsidiaries in the United States or other countries. All rights reserved, 
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Decisiveness would be dangerous, but collective toughness is looking a little easier 


HILE the world waits for 

Saddam Hussein to de- 
clare whether he has any weap- 
ons of mass destruction, mat- 
ters are simpler with regard to 
the other totalitarian dictator 
who starred on George Bush's 
"axis of evil", Kim Jong Il. North 
Korea has recently admitted that it has been working on a ura- 
nium-enrichment programme in pursuit of creating nuclear 
weapons, in flagrant violation of four international treaties 
and agreements it has signed, the latest in 1994. Moreover, this 
week North Korea's two big neighbours and long-time pa- 
trons, Russia and China, declared their solidarity with Amer- 
ica by calling on President Kim to renounce such weapons and 
ensure a "nuclear-free" Korean peninsula. All without the tire- 
some need for votes in the Security Council of the United Na- 
tions, or for having to sit through lectures on unilateralism or 
adventurism by European politicians. Disarming President 
Kim, by force or by diplomacy, must be only a matter of time. 





The artillery trap 

If only it were so. On the face of it, the case for threatening the 
use of military force against North Korea is even stronger than 
for Iraq: evidence of a weapons programme, evidence of bro- 
ken treaties, evidence of hostile acts against South Korea, evi- 
dence that the regime is brutal against its own people. The dif- 


| . . ficulty, though, is that next to the “demilitarised zone" set up at 


_ the end of the Korean war in 1953 is a highly militarised zone 
that is well within artillery range of South Korea’s capital, 
Seoul, which is home to more than 10m people. 

In the early 1990s, when the North's previous nuclear pro- 
gramme was uncovered, Bill Clinton's administration worked 
out plans for a pre-emptive strike on the nuclear facilities, but 
scrapped them-not because of the worries about interna- 
tional law that preoccupy critics of the Bush administration's 
ideas on pre-emption, but simply because it was too danger- 
ous. The North could kill hundreds of thousands of civilians 
in Seoul if it chose to retaliate, which it might well do, even 
though that would risk the regime's extinction. And there was 
uncertainty about how China would react if the country it res- 
cued during the original Korean war found itself in a new one. 

That last point is what makes China's new vehemence-—ex- 
pressed at a Russo-Chinese summit in Beijing on December 
2nd (see page 32)—so welcome. It will reinforce existing North 
Korean doubts that China would now come to its military aid 
if it were attacked. But it is welcome also because, given the 
continuing dangers of a war with the North, the best approach 
is a collective one, uniting all the neighbours-Russia, China, 
South Korea and Japan. In the past, the North has often been 
able to play one off against the other, or several off against 
America. It has succeeded in trading threats for money, a tech- 
nique which, in 1994, gained it the Korean Energy Develop- 
ment Organisation (KEDO), a consortium formed to provide it 

« with heavy fuel oil and new, light-water nuclear reactors in re- 

-o turn for giving up its own nuclear programme. Such bargain- 


The pleasure of dealing with North Korea x 










































ing remains the likeliest motivation for the North's new clan- 
destine nuclear project. uv 
But what can be done about it? More together, certai ily, 
than would have been possible apart. The circle has been clo 
ing around Kim Jong Il. During November, South Korea and J 
pan agreed within KEDO to an American proposal to suspen 
shipments of fuel oil; in mid-December, America is likely t 
ask them to agree to suspend the light-water reactor projec 
too. They should do so; it hardly makes sense to provide a nu 
clear bonus to a country plainly dedicated to nuclear mischief. 
South Korea's presidential election, on December 19th, is 
likely to bring in a government keen on a harder line against 
the North than was the outgoing president, Kim Dae-jung, 
with his "sunshine policy". Now, with this week's harder line 
from Russia and China, America should be able to sustain a 
hard line against the North rather than buyingit off again—an 
thus rewarding its brinkmanship. E 
Even that, though, will not be easy. As our report fro 
Chinese-North Korean border shows (see page 31), China h: 
lot to fear from an economic collapse in North Korea and s 
likely to resist any further tightening of economic sanction 
against it. If so, that will be short-sighted: a flood of refugee 
would be a short-term nightmare, but sustaining North Ko 
rea's dodgy regime for ever just puts off the problem rathe 
than solving it. Still, if China sticks to such opposition it mus 
then be pressed to play a bigger private role in persuading Kin 
Jong Il to give up his weapons plan, and to accept whatis lik 
to be America's alternative scheme: a deal to resume the KED« 
oil shipments and the light-water project in return for firs 
relinquishing the clandestine nuclear effort and undergoing; 
"highly intrusive" programme of nuclear inspections to polic 
the deal. "Intrusiveness" would be vital if such a deal is to ge 
political support in the United States, but also if it is to have i 
any chance of working. : 


Next stop, Pakistan z 
It might never work, and war or economic collapse. might 
prove the eventual solution. There is also, however, a wider 
lesson from the North Korean conundrum. Itis that if you per- 
mit, or even encourage, the proliferation of the deadlies 
weapons or the long-range missiles with which they can b 
delivered, such acts are liable to boomerang against you. = 

Thatis what has happened to China. For North Korea's ura 
nium-enrichment capability has almost certainly been ob 
tained from Pakistan in exchange for missile technology—and — 
Pakistan obtained its nuclear know-how from...China. Pak- 
istan is also now an awkward American ally in the battle 
against al-Qaeda's brand of terrorism. Its deal with North Ko- 
rea may well pre-date that new alliance, making sanctions | 
against it for supplying the North rather pointless. China and: 
America can, though, present a united frontin persuading Pak- - 
istan never to deal again with President Kim. More important | 
still, they can put the task of reviving and revamping the 
world's anti-proliferation regimes firmly on the joint agenda 
of all the nuclear powers. Awareness of that common interest t 
is the silver lining to terrorism's cloud. # 
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Turkey belongs in Europe 


The European Union should be willing to bring Turkey into its ever-growing club 


NEW map of the old conti- 

nent is unrolling at a dizzy- 
ing speed. It now seems very 
likely that by the end of next 
week a European Union of 15 
countries containing some 
370m people will have asked 
another ten countries with 90m 
more people to join the show. This invitation comes a bare 
month after NATO asked another seven countries, most of 
them in that same batch of would-be newcomers to the EU, to 
join the world's greatest military alliance. A mere decade-and- 
a-half ago, when the world's pair of then superpowers-the 
United States and the Soviet Union—were glowering at each 
other across a nervous European continent divided by barbed 
wire and antagonistic ideologies, the notion of so dramatic a 
turnabout would have been absurd. 


A Union based on values 

Yet even these extraordinary events pale beside what may 
well be the trickiest conundrum for Europe's leaders when 
they meet next week in Copenhagen. That is the question of 
whether Turkey, a Muslim country of nearly 70m souls, which 
is already part of NATO, should be invited, with real intent 
provided that the applicant meets rigorous conditions, to join 
Europe's top civilian club too. It is a massive question, because 
it raises the issue of where the geographical boundaries of the 
EU should end. Might Russia itself, one day, be included? 
Could Morocco ever make the grade? Indeed, if Turkey joined, 
why not, one day, its neighbour, Iraq? 

It is hard to answer that question without deciding what 
the ultimate purpose of the Eu is. But here there is no consen- 
sus: the habit of the Eu has been to invent itself as it goes 
along. Its Shape and purpose are evolving. It is plainly becom- 
ing a hybrid: much more than just a free-trade area but much 
less than a superstate. For many of its members, not just for 
those awkward Britons but also for prickly newcomers such as 
the 40m Poles, a headlong drive towards political and even 
military integration will be resisted. The Economist would 
prefer this looser sort of Europe, perhaps comprising overlap- 
ping inner clubs of those who wish to integrate more tightly. 
As for Russia, or Morocco, why should geography, or religion, 
dictate who might join? If the European idea is to inspire, it 
ought to be about values, not maps or tribes. Countries that 
can subscribe to the core values of democracy and freedom 
should be eligible as candidates, be they Slavs or Muslims, 
and no matter how far they are in miles from Paris or Berlin. 

At some point, any club bumps into the danger of growing 
so big that the benefits of belonging to it are diluted. If the EU 
continues to insist on every new member adopting its com- 
mon currency, the laws of economics mean that the limit will 
be reached sooner rather than later. But no such question of 
optimal size is raised by the question of Turkey. The Turks 
want Europe, as a mark of sincerity, to name at least a date 
when, provided that progress towards market stability and a 
better upholding of human rights continues, they can start for- 


mally negotiating for entry into the Eu—even though they 
know they are unlikely to be ready for actual membership for 
another 10-15 years. The Europeans should agree. 

That does not mean that there are no reasons to be wary. 
Once negotiations have begun, it will be harder later, at any 
time, to reject Turkey without provoking the same anti-west- 
ern and even anti-Christian fury that an invitation is meant to 
dispel. And it is true that, as things in Turkey stand, progress 
will have to speed up still more if it is to qualify even for start- 
ing negotiations. An admirably radical reform package en- 
acted in August and further proposals put forward this week 
still need implementing. The treatment of dissidents, ethnic 
minorities and ordinary prisoners must yet improve: torture is 
less frequent but still common. The loosening of restrictions 
against the Kurdish language in broadcasting and education is 
still tentative. The generals still have too great a say in politics. 
The market economy is fragile. A strong new government with 
a big majority in parliament and Islamic roots in the country 
has made a good start. But it is early days. An unconditional 
promise to start negotiations would be silly. 

Moreover, those in Western Europe who question where 
the EU would end and what sort of Union would evolve if 
70m Turks became part of it have a point. Membership for a 
country whose land mass is overwhelmingly in Asia would 
indeed be anomalous. And at a time when Europeans are 
gathered at a convention in Brussels to produce ways of 
streamlining decision-making and to make the running of the 
EU more understandable to its citizens, it may seem odd to di- 
gest yet another country that may well, if demographic trends 
continue, become the Union's largest in a generation or so. 

But the reasons for being bold and generous towards Tur- 
key are stronger still. It straddles east and west. Its finest his- 
toric landmarks are indubitably in Europe—on the western 
side of the Bosporus. As a longstanding NATO member, it has 
been a crucial part of Europe's defences. It has been a beacon 
of good sense in a combustible bit of the world. And as part of 
any deal, Turkey's new government would be expected to 
squeeze its hitherto recalcitrant cousins in Cyprus into accept- 
ing the latest sensible idea presented by the United Nations for 
a loosely confederal system. 


The tie that could bind Islam and the West 

Perhaps most important, an EU that is open to Turkey should 
send a message to the troubled Muslim world of today: the 
West does not consider Islam and democracy incompatible as 
long as Islam doesn't. Within the EU's current borders live a 
good 15m or so Muslims, whose rights are well protected in 
law. Albania and Bosnia, both states with partly Muslim heri- 
tages, should be equally valid candidates, eventually, for EU 
membership. Later, the net might stretch wider still. 

Since the Ottoman empire's fall, Turkey has been at best a 
sporadic and flawed democracy with weak traditions of civic 
virtue. But of late it has been improving remarkably. Offering 
a provisional date for the start of negotiations is an historic 
chance for Europe but also for the Muslim world to show that 
their two great civilisations are not fated always to clash. m 





Britain's top 100 jobs 


How the elite has changed 


The public schools and Oxbridge no longer dominate the top jobs 


HE notion of the establish- 

ment is a powerful one in 
Britain. The idea that a club 
made up of men educated at 
public school (British code for 
smart private secondary 
schools) and Oxford or Cam- 

A Uds cid bridge runs government and 
FONA has aled much of what has been written about 
British politics and society for the past half-century. It has fed, 
and fed off, some of the most depressing ways that Britain 
thinks about itself. The establishment is exclusive, impene- 
trable and permanent. It breeds and educates its own succes- 
sors. It denies those excluded from it the opportunity of rising 
as far as their talents would naturally take them, and it de- 
prives the country of the chance of choosing its leaders from 
the largest possible pool of talent. The establishment is medio- 
cre, uncompetitive, technophobic, snobby, and responsible 
for much of what went wrong in Britain in the 20th century. 

Of course, this is a massive exaggeration. Clever people 
have always been able to make it in Britain, just as they could 
in any other rich society. British society is not, compared with 
other countries, particularly rigid. Britain’s ruling class has al- 
ways been rather good at absorbing outsiders. That’s one of 
the reasons why it managed to avoid a revolution of the sort 
that decapitated society in so many European countries. 

Yet Britain’s educational system, more socially-segregated 
than that of any other rich country, has tended to foster a tight 
network at the top. Its small number of exclusive public 
schools and two elite universities have, to an extraordinary ex- 
tent, dominated the top jobs in politics, the judiciary, the civil 
service, business, the church, the arts and the military. 

In 1992, we looked at the educational background of the 
holders of 100 top jobs, and compared them with their prede- 
cessors of 20 years earlier. The results were startling. Between 
1972 and 1992, there was virtually no change in the proportion 
of top-job-holders who had been educated at public school 
and at Oxford or Cambridge. Ten years on, we have repeated 
the exercise, and the result is equally interesting, in a different 
way. There has now been a big drop (see page 55)—probably 
the first since the upper classes took up going to school and 
university—in the proportion of top-job-holders who were 
educated at the old elite institutions. The public schools and 
Oxbridge are losing their hold on power. 

Several factors have contributed to this change. The biggest 
is probably the growth of competition that has resulted from 
deregulation and globalisation. Life, particularly in business, 
is not as cosy as it once was. Companies are larger and more 
multinational than they used to be, and therefore likelier to 
look outside the small talent-pool of familiar City types on 
which British business used to rely. People travel more than 
they used to. So today’s top people’s list includes more who 
are or used to be foreigners—such as Percy Barnevik, chairman 
of AstraZeneca, a Swede, and Robert Thomson, editor of the 
. A Times, and Patricia Hewitt, trade and industry secretary, who 
^... both come from Australia. 




































The transition from a Tory to a Labour government ex- 
plains some of the shift, but not a great deal, because the par- 
ties are not as socially distinct as they once were. After all, nei- 
ther John Major, Tory prime minister in 1992, nor lain Duncan _ 
Smith, the current Tory party leader, went to either public | 
school or to Oxbridge. Tony Blair is the only current par 
leader who went to both—or either, come to that. : 

A Labour government means more Scots. So does the grow 
ing power of the Scottish financial services companies. Mo: 
Scots mean less Oxbridge, though not necessarily less pos 
since Scotland has its own elite universities—and, of course, i 
own top-people's network. But more Scots do mean fewer < 
the English establishment types who used to run i povernmen] 
and the City. Vnus fes 

Government has also done its bit. Many o 
people in this survey are the products of the grar 
which spread around the country aftert 4 
designed to give a good education to clever 
parents could not afford public schools. The expa: 
higher education that started in the mid-1960s has als 
doubtedly played a part. The top people in our survey m 
wentto university in the 1960s and 1970s, when the univ 
system was expanding fast, and the proportion. of 
who had been to Oxbridge offering themseh to ei 
was thus shrinking commensurately. 





The wrong direction n 
But while those two major pieces of educational poli ye 
couraged social mobility, a third—the fusion of gra 
secondary modern schools into a “comprehensive” seco; 
ary education system—has recently pushed in the opposite d 
rection. This policy-under which those who had clim 
ladder are often said to have pulled it up after them—ba: 
schools from selecting for ability and thus got rid of thi 
track for the less-well-off that grammar schools had prov 
Many of the best state-funded schools chose to go private. asa 
result, so the gap between rich and poor people's education 
widened. Of the 100 schools that get the top. A level grades 
now, only two are comprehensives: they rank 96th and 99th. 
The abolition of grammar schools is probably one reaso 
why recent figures suggest that social mobility in Britain has 
slowed: compared with children who grew up in the 1960s 
and 1970s, those who grew up in the 1980s had less chance of 
being more successful than their parents. The government, 
keen to encourage social mobility, is seeking to reverse this 
trend. It is, for instance, paying universities a premium foreach - 
student they take from poor areas and twisting their arms to. 
get them to accept more state-school pupils. 
This is unjust (because it discriminates against children be- 
cause of choices made for them by their parents), damaging 
(because it will depress the quality of university intake) and 
probably ineffective. The answer is not to tweak the system 
when people are 18, but to provide them with better education 
earlier on. The government needs to re-create something like 
the grammar schools, to let down for the next generation the 
ladder up which this generation of top people climbed. m 








Affirmative action in America 


Orwell and beyond 


The Supreme Court should kill a programme whose time has passed 


EHIND many à modern in- 

justice lies a good idea gone 
bad. "Affirmative action", the 
1960s scheme whereby blacks 
were given special consider- 
ation for university places (and 
other things), was a wise at- 
tempt to redress a grievous dis- 
crimination. For a time it worked well; it helped, for instance, 
to create America's growing black middle class. But it has since 
been extended to various other minorities, such as Latinos, Pa- 
cific Islanders and, absurdly, women. Now the idea of racially 
based preferences has become an Orwellian monster—out- 
dated and ineffective at best, profoundly illiberal at worst. 

This week the Supreme Court agreed to consider a case 
brought by three white students with good grades whose 
places at the University of Michigan were, they claim, given to 
black and Latino students who had done no better. The uni- 
versity's defence rests on the idea that there is a “compelling 
state interest" in maintaining diversity. 

“Diversity” represents something of a last redoubt for de- 
fenders of affirmative action. Most people now accept that the 
historical argument for racial preference no longer adds up to 
much: slavery and Jim Crow, ghastly though they were, took 
place too long ago to justify, say, rejecting a poor white kid in 
order to let in a rich black one. Many black students worry that 
affirmative action devalues their achievements. Similarly, the 





idea that specific races deserve special protection has also 
been made a fool of by the melting pot. Should a black Nige- 
rian immigrant qualify, or a ^white" who has a Latino mother 
and an Asian grandfather? Arguably two out of three Ameri- 
cans now qualify as minorities of one sort or another. 


E pluribus unum (sed non in Michigan) 

In its last judgment, in 1978, the court struck down the idea of 
specific racial quotas, but it kept alive the idea that diversity in 
general could be a justifiable educational goal. This was intel- 
lectually sloppy. Diversity—a little like “community” or in- 
deed “affirmative action" itself—is one of those warm and 
fuzzy things that are hard to oppose, but even harder to define. 
American universities have decided to apply it in terms of 
race. But why not other things—political beliefs, say—and why 
not apply it to teachers as well as to students? Polls have 
shown that only one in ten academics on some campuses vote 
Republican: maybe they need to be made more “diverse”. 

At the bottom, affirmative action comes down to a poor 
piece of social policy and a profoundly illiberal principle. So- 
cial policy should be based on identifying the unfortunate by 
income, not colour, and helping them by direct support—mak- 
ing poor schools better—not by dropping standards in univer- 
sities. The illiberal idea is the notion that your identity—let 
alone your capacity to contribute to university life—is decided 
by your race. That is a malignity Americans have fought wars 
to kill. The Supreme Court should not tolerate it. m 





Palestine and al-Qaeda 


From national conflict to holy war 


Itis the Palestinians who may lose most from Osama bin Laden's adoption of their cause 


AD Osama bin Laden not 

proved his efficiency as a 
mass murderer, the world could 
afford to ignore the mumbo- 
jumbo al-Qaeda and its fellow- 
i] travellers pump out in order to 
ls Ñ justify their various atrocities. 
QNS Zt TŒ But things being as they are, the 
miscellany of dismal fatwas and communiqués that precede 
and follow al-Qaeda's attacks provide useful clues, both about 
future targets and about how the terrorists intend to mobilise 
wider Muslim opinion behind their cause. 

One recent trend is that al-Qaeda is pushing Palestine up its 
list of priorities. In Mr bin Laden's 1998 declaration of holy 
war against "Jews and crusaders", America's ^occupation" of 
Saudi Arabia topped his list of grievances, the “devastation” of 
Iraq came second and Palestine third. However, in what looks 
as if it might be a genuine letter from al-Qaeda, circulated just 
before last week's attack, probably by al-Qaeda or an offshoot, 
on Israeli tourists in Kenya, the creation of Israel is described 





as Islam's foremost grievance against the United States. 

It would be a mistake to attach too much significance to the 
impact of this change on the wider war against terrorism. Just 
at the moment, while the intifada growls on and Israel stamps 
hard on the occupied territories, it is the Palestinian cause that 
resonates most reliably throughout Islam, and which earns 
America most enemies. But al-Qaeda is nothing if not oppor- 
tunistic in its propaganda. Mr bin Laden's declared grievances 
range widely, from Islam's loss of Muslim Spain in the 1490s 
to the Balkan wars of the 1990s; and to present-day conflicts in 
Chechnya, Kashmir, Gujarat-even East Timor, which by al- 
Qaeda's lights should never have been helped to indepen- 
dence from Muslim Indonesia. Should there be an American- 
led war against Saddam Hussein, Iraq will no doubt be pro- 
moted in its turn to grievance number one. 

For Israelis and Palestinians, on the other hand, the atten- 
tions of al-Qaeda could have consequences that are both last- 
ing and grievous. This is because, contrary to much conven- 
tional wisdom conceived from afar, the past half-century of 
conflict between Jew and Arab in Palestine has for the most >» 









. part been à clash of nationalisms, not religions. The ciis 

-~ dimensionhasalways existed, but the main political forces on 
each side have been secular in character. That has hardly 
made the conflict an easy one to resolve. But it could become 

entirely insoluble if it is Islamised. And this is precisely what 
al-Qaeda wants. Mr bin Laden’s declared objective, directly 
opposite to Yasser Arafat's (at least since 1988), is to destroy Is- 

mael, notto see Palestine shared between two states. 

: df Mr bin Laden wins such a following among the Palestin- 


~ ians that he succeeds in recasting the conflict this way, the 
(o prospect of the Palestinians getting their state any time soon 





Will recede still further. Mr Arafat himself, who was quick to 
denounce al-Qaeda after September 11th, plainly sees this. If 
the Palestinians resumed their old demand for Israel's destruc- 
tion, no American administration could (or should) take their 
side. All the same, this has not stopped him from making far 
more use in this "al-Aqsa" intifada than in the previous one of 


Islamic Demesi ranging en the — given ti 

mosque in Jerusalem after which the uprising is name 

Arafat's constant harping on the merits of jihad and mart 

dom. He is no doubt motivated in part by a desire to outflar 

the Islamists of Hamas, who have long shared Mr bin Laden' s. 

belief that Islam has a divine obligation to destroy Israel alto- 

gether, and who are gaining in influence. He should beware: — 

religious fervour, once uncorked, is hard to put back in a bottle. . 
America should be wary, too. Since June, the policy ofthe 

Bush administration, urged on it by Ariel Sharon, hasbeento — 

isolate Mr Arafatin the hope that he willeventuallybepushed — 

aside by a new leadership of Palestinian pragmatists better __ 

able than he was to deliver a deal acceptable to Israel. So far, — 

the policy has failed. Mr Arafat has been weakened, butholds __ 

stubbornly on. Meanwhile it is the fundamentalists, not the — 

pragmatists, who seem to be gaining most from his discomfi- — 

ture. Only the apostles of violence will benefit from that. w - 





Managing in hard times 


. When growth is not an option 


Company bosses may have to get used to a different world 


S COMPANIES draw up their 
budgets for the year ahead, 
many are asking if the end of 
the downturn is in sight, or 
whether they face deeper struc- 
tural changes. The recovery that 
now seems to be under way will 
probably remain relatively 
Je Slow. CGonipaties may therefore delay taking on new staff, 
- ..and many industries, including airlines, telecoms and power 
. generation, will not start buying new capital equipment for 
—. sometime yet. 
 . Even when they do, the double-digit profit growth of the 
| late 1990s seems unlikely to return. Does this reflect deeper 
structural change? Some think so. Adrian Slywotzky of Mercer 
Management Consulting argues that much of the growth of 
the 1990s was bought through mergers, international expan- 
sion and price increases. Beyond the glittering numbers, com- 
panies have begun to run up against the "limits of growth": 
consumers just do not want another fridge, hamburger or 
bank account. Markets are saturated and investment is flat. Mr 
Slywotzky thinks that underlying growth in some companies, 
such as Gillette and ExxonMobil, was negative in 1995-2000. 





The uses of adversity 
This limits-to-growth thesis is (mercifully) likely to prove as 
misleading as was Francis Fukuyama's prediction of the end 
of history. Most people want the quality of life that they see 
the rich enjoy, and that guarantees plenty of demand. But 
winning market share gets no easier. Demand will grow fit- 
fully at best, as imbalances in rich-world economies are un- 
wound. Technological change has radically altered some mar- 
—  kets-such as advertising, where more targeted ways to reach 
an audience are forcing agencies to alter their approach (see 
page 61). And a fresh problem looms: managers must learn to 
-cope with the possibility of falling prices. For most, this is an 
entirely new experience, previously confined to a few indus- 






















tries undergoing rapid change, such as telecoms and comput | 
ers. Now, prices of cars, food, clothes and many services are all 
declining in many large markets. 

How should managers respond when, in a phrase coined 
by Ron Nicol of BCG, another consultancy, “growth is not an 
option"? Part of the answer is to grasp that hard times creat 
opportunities of their own. It becomes easier to shut. down 
marginal capacity and cancel expensive projects with uncer- 
tain returns. When rr managers have spent lavishly, there is 
now a chance to insist on results. And a downturn may bea 
moment for the strong to buy weaker rivals. i 

It is also a chance to re-examine potential savings. Many 
companies have refined manufacturing techniques in the pas 
decade, to the point where few further economies are to b 
made. But there are still savings available in more obscure T 
parts of the business, such as the 10% or more that could some- 
times be taken out of logistics (see pages 69-70). Refining the 
delivery of parts along the chain from suppliers to the final 
consumer also offers a way for companies to keep inventory to 
aminimum-more essential than ever when prices are falling. 

Above all, if companies are willing to spend a bit rather. 
than just look for more cuts, hard times offer an opportunity to _ 
introduce structural changes essential for survival. For an ex- _ 
ample, look at Boeing. In the wake of September 11th, the air- — 
craft maker switched to a moving assembly-line andlean-pro- — 
duction techniques borrowed from the car industry; butitalso - | 
pumped money into new investments, such as putting high- 
speed satellite links into passenger aircraft and building up a 
new air-trafhc-management business. 3 

Learning to cope with falling prices may be the hardest — 
challenge of all. Yet the Victorians managed it. In the great 
years of late 19th-century innovation and prosperity, they- 
lived with falling prices by relying on competition, based on- 
quality and good service. They devised brands—and used 
them as an assurance of quality, not just of a premium price; . 
andthey thought of ways to make customers feel truly special 
Their great-grand-children must learn to do likewise. s 
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Letters 








Breaking the borders 
SIR - Clearly borders are be- 
-. . coming beyond control (Sur- 
-vey of migration, November 
|»... and), Many less-developed 
-=-= countries have social prac- 
| — tices, political governance and 
economic prospects that fall 
far short of what developed 
countries can offer, leaving no 
|... policy option that can cut the 
outflow of skilled nationals. 
|... Developed countries have the 
__. reverse problem; they cannot 
|. - control the inflow of mostly 
unskilled illegal immigrants 
and asylum-seekers. Civil-lib- 
erties activists, human-rights 
groups and ethnic voters (who 
have increased to sizeable 
; numbers with past immigra- 
tions) will not allow draco- 
nian measures against 
mmigrants. 
Thus, we need a seismic 
shift of immigration policy 
vay from attempts at curbing 
migration. to coping with it. 
We also need a World Migra- 
ion Organisation that could 
` put together an impartial but 
. complete documentation of 
- the policies of different coun- 
_ tries toward migrants (legal 
. and illegal, skilled and un- 
-. skilled) and other asylum- 
- seekers. The contrast alone 
- would propel others towards 
the good practices of progres- 
sive countries. 
~ JAGDISH BHAGWATI 
v Columbia University 
>. New York 
































SIR - Emigration to wealthier 
| .- countries has had severe detri- 
| .. mental effects in developing 
countries. These countries in- 
vest heavily in developing hu- 
|. man capital. We act 
|. hypocritically if we promote 

wealth as a means of reducing 

burdens to developing coun- 
tries while stealing away their 
capacity to manage, deliver, 
and promote solutions. 

KEVIN CHAN 

Boston 





SIR - Emigration benefits a 

|.'- poorcountry only to the ex- 

= tent that migrants keep ties 
with their old home. The pol- 
icy implication i is to divorce 
. permission to work in a coun- 
. try from a right of permanent 
residence. Switzerland has 








tain closer ties with their 







It encourages pianiste tore- 


country of origin and take a 
more active interest in its af- 
fairs. It also deters free riders 
attracted by generous welfare 
systems. Finally, it would as- 
suage the fears of those who 
worry that large-scale migra- 
tion might lead to big (and un- 
palatable) cultural change. 
GEORGE STADLER 

Hexham, Northumberland 


SIR - Lam appalled at the type 
of proposals you put forward 
for controlling immigration. 
Limiting admission to those 
countries with "the same in- 
come per head" excludes a 
majority of the world's popu- 
lation. Giving preference to 
“those who seem to integrate 
most readily" smacks of an 
imperialist attitude. To de- 
mand that migrants are "wary 
of demanding special treat- 
ment in matters of dress or re- 
ligious observance" is 
outrageous and highly intoler- 
ant. What you are advocating 
sets the rules for an exclusive 
“westerners only" club. 
DOMINIC BASCOMBE 

London 


SIR - Migration is the shortest 
journey to poverty reduction. 
Why do rich nations say they 
are helping poor nations to re- 
duce poverty when they do 
not allow the poor to migrate? 
Most of my fellow citizens 
who go to rich nations come 
back home wealthier than 
most of us and portray a sense 
of the good standard of living 
overseas. The world aims to 
reduce poverty by half by 
2015. Migration, if allowed, 
would do the job by 2007. 
NYAJRO TEKO 

Yaoundé, Cameroon 





Germany's war 


SIR - 1 question your assertion 
that "The Fire", Jórg Friedrich's 
newest work, breaks a long- 
held taboo against Germans 
speakin, about themselves as 
victims of the second world 
war (“Another taboo broken", 
November 23rd). West Ger- 
man Social l biorg is full of 






3 d fering att 1€ hands of the Na- 
 zisand the allied forces. 


The Economist December 


out German a 


Until the late 19705, Ger- 
man suffering was regularly 
equated with the suffering of 
the Jews in the Holocaust in 
public rituals and monu- 
ments. In the 1950s, former 


- top Nazi officials were cele- 


brated in popular film as resis- 
tance figures, such as in the 
hugely successful film "Cana- 
ris" (1955). In a review from 
the 1950s of the Germar- Jew- 
ish film “Long is the Way" 
(1948), which shows Jewish re- 
sistance and the extermin- 
ation camps, a direct parallel 
is drawn between the suffer- 
ing of Germans in air-raids 
and Jews in the camps. Even 
Günter Grass's lament that the 
bombing of a refugee ship by 
the Russians has long been 
forgotten or suppressed be- 
cause of guilt feelings is false. 
In 1959, the sinking of the ship 
was immortalised in the film 
“Night Fell on Gotenhafen". It 
is filled with German corpses 
and German suffering at the 
hands of barbarian Russians. 
The larger context and causes 
of the suffering are ignored. 
Rather than a repressed si- 
lence about German suffering 
in the years following the war, 
there is almost nothing else in 
the media coverage of the 
early post-war decades. 
MARK WOLFGRAM 
Carleton University 
Hull, Canada 


SIR - Though the Germans 
have admirably owned up to 


crimes against the Jews under 


Nazism, what remains hidden 


from the German public is the 


damage done by the Nazi war 
machine (and its aftermath) to 
the non-Jewish populations of 
neighbouring lands. For in- 
stance, many Germans are un- 
aware that millions of Poles 
were uprooted and dispos- 
sessed by the boundary re- 
alignments after the war, or 
that the depredations of the 
Red Army were not limited to 
Germans as they swept 
through Central European. 
countries “liberating” them. 
As for the Dresden tragedy, 
among the civilian casualties 
was a large forced-labour 
population. Their existence is 





s: rarely mentioned becaüse the 1:00 


issue of just how widespread 
slavery was in Germany at 
that time has remained taboo. 
J.N. STROYAR 

Frankfurt 


Dry land 


SIR - You claim that Australia 
is the world's driest continent 
(“The parched earth", Novem- 
ber 23rd). This would only be 
true if it were to have the least 
precipitation, which it does 
not. Surprisingly, Antarctica is 
the world’s driest continent; 
Australia comes second. 
JUERGEN KOLLER 

Erding, Germany 


The bear facts 


SIR - You forget a key member 
of the marketplace fauna; wily 
investors ("You beasts", No- 
vember 23rd). It is abundantly - 
clear that they should be 
called coyotes. The coyote is 
able to fill every niche left 
after the destruction of sheep, 
turkeys, lemmings, snakes, etc. 
JAMES LIPTON 


- Sharon, Connecticut 


SIR - When asked to what he 
attributed his success buying 
and selling shares, Bernard Ba- 
ruch, the famous financier 
and presidential adviser, is 
said to have replied, in his no- 
toriously thick accent: “Buy 
sheep and sell deer." 

GUNTER RISCHER 

Nice 


SIR - Bulls throw their victims 
up; bears throw their victims 
down. 

ROBERT RACE 

Geneva 


SIR - Your piece on bears ne- 
glects to mention the funda- 
mental truism that, “Some 
days you get the bear and 
some days the bear gets you.” 
CONRAD BONA 

London @ 





University of Luton 
Education that works 


Vice-Chancellor and Chief Executive 


Although the appointed candidate will have a strong 
proven academic and management track record, probably 


The University of Luton is seeking an individual of 
exceptional talent and inspiration to be the next Vice- 
Chancellor, to succeed Dr Dai John in autumn 2003. 
This is a pivotal point in the development of Luton 
offering the real chance to shape its future and make a 
significant difference. Clear and charismatic leadership 
is called for, combined with vision, energy, enthusiasm 
and determination. There is much achievement on 
which to build but challenges lie ahead and major 
initiatives wait to be taken. This is truly a unique 
opportunity for the right person. 


gained at least partly in Higher Education, personal 
characteristics are of the utmost importance. The ability 

to forge strong relationships, internally with staff and 
students, and with external partners, is key. The personality 
to promote the University regionally, nationally and 
internationally, thereby raising its reputation to reflect its 
considerable achievements, is essential. The new Vice- 
Chancellor will be a highly effective ambassador for 
Luton to a wide variety of influential audiences. 


Please write, in confidence, with a comprehensive CV and remuneration details quoting ref: 22041/ECON to Claire Lane, 
Practice Administrator, Heidrick & Struggles International, 3 Burlington Gardens, London WIS 3EP. Email: clane(@@heidrick.com 


Closing date for receipt of applications is 06/01/2003. 


H EIDRICK 


IN PRINCIP 


& STRUGGLES 


OF THE WORLD 


The Global Alliance for Vaccines and Immunization 


Executive Secretary 


Competitive Package 


Created in 1999, GAVI is a highly successful and innovative public-private partnership of governments, United Nations organisations, major 
philanthropic foundations, non-governmental organisations, research institutions and the private sector Its goal is to save children's lives 
and people's health through the widespread use of modern vaccines, by strengthening health infrastructures and helping governmerits 
introduce new and under-used vaccines. GAVI works closely with the Vaccine Fund, an innovative financing mechanism established to help 
GAVI achieve its goals. Since its establishment, the alliance has supported immunisation programmes in more than 60 countries and more 
than $800 million worth of support has been committed. The GAVI partners have established a small Secretariat, under the leadership of the 
Executive Secretary, located in Geneva that facilitates the work of the alliance and in particular manages the review of country proposals. 


The Role 


* 


Lead the Secretariat team and ensure that the Secretariat 
properly supports the GAVI partners in achieving GAVI's goals. 


Oversee, encourage and actively solicit applications for GAVI 
support, creating strong working relationships with 
representatives of recipient countries. 


Build and develop close relationships with all of the stakeholder 
bodies including alliance partners, the Vaccine Fund, and other 
organisations in the public and private sectors. 


For more information about GAVI, see the website 
www.vaccinealliance.org 


The Candidate 


Credibility and standing in the public health field combined with 
general management abilities and a strategic focus. 


A good understanding of the private and public sectors, 
particularly related to the UN and a strong track record in and 
understanding of wider developmental processes. 

Strong leadership abilities, communication and networking skills. 
Fluent in written and spoken English. Additional language skills 
would be an advantage. 


Please write in confidence, with full career and current 
salary details, quoting reference FAB/4815E 


e-mail: response.managerGodgers.com 
Fax: +44(0) 20 7529 1000 * www.odgers.com 


VERAS. 


Odgers Ray & Berndtson, 11 Hanover Square, 
London W1S 1J), UK * Tel: +44(0) 20 7529 1111 


The Economist December 7th 2002 










Global 
Environment 
Facility 


GLOBAL ENVIRONMENT FACILITY 
Washington, DC 


The GLOBAL ENVIRONMENT FACILITY (GEF) is a major catalyst for improving the 
global environment. The GEF was formally launched in 1994 to forge cooperation 
and to finance actions addressing biodiversity loss, climate change, degradation of 
international waters and ozone depletion. its mandate has since expanded to 
include land degradation and Persistent Organic Pollutants. GEF is the designated 
financial mechanism for international agreements on biodiversity, climate change, 
and persistent organic pollutants. (ts projects are developed and carried out 
through public and private partnerships, with UNDP, UNEP and the World Bank 
playing central roles in their capacity as GEF Implementíng Agencies and with 
regional development banks (AÍDB, AsDB, EBRD, IADB) and UN agencies (FAO, 
IFAD, UNIDO) recently joining this effort. 

















. GEF counts 173 countries as members, and representatives from all of them 
provide direction to the GEF through the GEF Assembly. GEF's governing council, 
which is assisted by a Secretariat, adopts and evaluates GEF programs. Its 32 
. members represent 16 developing countries, 14 developed countries, and 2 
| countries with transitional economies.GEF welcomes representatives of 
nongovernmental organizations as observers. 


The GEF seeks a leader in the International Environment Community. He or she 

will: 

e lead the Council in implementing its mandate to shape policies, programs 
and projects that assist in the protection of the global environment, 


consistent with the objectives and priorities of the global environmental 
conventions and agreements; 


e manage the functions assigned to GEF’s Secretariat, and be accountable to 
- the Council for the performance of the Secretariat; and to 


e promote collaboration within the GEF partnership of Implementing and 
Executing Agencies, and foster the development of existing and new 
partnerships designed to advance the cause of the GEF, including those with 
the private sector and the NGO community 


In exercising the first of these responsibilities, the CEO/Chairperson represents the 
GEF and its Council in global fora for sustainable development and the 
environment, and leads the interaction by the GEF with the Secretariats of the 
global conventions. 

Selection Criteria 


e Proven record of achievement and strong professional background and 
work experience in the field af environment and sustainable development. 


e internationally recognized ability to provide leadership and shape strategic 
thinking in international governance structures such as the GEF Council as 
well as in global fora for environment and sustainable development. 


e Thorough familiarity with the structure and operations of the international 
development assistance organizations, in particular the multilateral 
development banks and the United Nations system, and other GEF related 
processes 


e Demonstrated management skills, preferably through a managerial 
assignment with an international organization, for leading the multi-sectoral 
and multi-national GEF Secretariat, to promote effective program 
implementation. 





e Strong interpersonal skills with a proven ability to facilitate cooperation and 
partnerships, communicate effectively, and negotiate persuasively, 


This is senior level position with commensurate benefits. 
For additional information please visit any of the following websites: 
a www.gefweb.org, httpz/www.undp.org/gef, htip/www.unep.org/get. 
http//www.worldbank.org/gef. Please respond with a letter of interest and CV or 
nomination by December 20, 2002. All applications, which will be treated in 
full confidence, should be sent electronically to: 


Megan Parker 
Russell Reynolds Associates 
1701 Pennsylvania Avenue 
Suite 400 
Washington, DC 20006-5805 
E-mail: gefceo@russellreynolds.com 
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(9 Population Council 


Vice President 
International Programs Division 





The Population Council, the premier international population 
research organization, seeks a vice president and director of its 
largest unit, the International Programs Division (IPD). The 
ideal candidate will be high-energy with a keen, flexible mind 
and the stature and vision to be a part of the Council's 
leadership. He/she will have solid management ability, strong 
research expertise, and doctoral training in health or social 
sciences. Experience in developing countries is essential. 


IPD seeks to improve the well-being of people around the world 
by doing research, providing technical assistance, and building 
capacity. Current major substantive areas include improving 
reproductive health care, developing cost-effective responses to 
HIV/AIDS, and enhancing life-opportunities for adolescents. 
Headquartered in New York, IPD has a staff of 375 in 18 offices 
throughout Afríca, Asia, Latin America, and the Middle East, as 
well as in Washington, DC. IPD's annual budget of $44 million 
is raised primarily from U.S. and other governments, 
foundations, and multinational organizations. 


The Population Council offers competitive salary and excellent 
benefits in an intellectually stimulating environment. A full job 
description can be found at www.popcouncil.org . Send letter 
and CV to: HR Director, Population Council, One Dag 
Hammarskjold Plaza, New York, NY 10017; FAX: (212) 754- 
0963; e-mail: vrabin@popcouncil.org 


AA/ EOE M-F 


AFRICA 


A key part of Canada's commitment to greater socio-economic 
development in Africa is the Canada Investment Fund for Africa. 
The Fund was established this year by the Canadian Government to 
increase private investment into Africa, which will generate economic 
growth in a commercially viable and self-sustaining manner. In addition, 
the Fund is expected to generate direct and indirect benefits for Canada 
by way of increased trade and investment flows to Africa, new market 
opportunities for Canadian firms and investors, and enhanced strate- 
gic linkages between Canadian and African organizations. 


The Canadian Commercial Corporation (CCC), a Crown Corporation 
wholly owned by the Government of Canada, has been appointed to conduct 
the process of selecting a qualified fund Manager and to recommend à 
creative and competitive fund structure in accordance with the 
Government's fund objectives and key parameters. The fund manager is 
expected to have experience with making private equity investments in 
Africa or related developing and emerging markets; a strong, cohesive 
management team; and proven ability to raise capital. 

As a first step in the process, CCC is inviting interested parties to 
pre-qualify. The selected fund manager will develop, structure, and manage 
the Fund, comprised of a Cdn$100 million contribution from the Canadian 
Government and Cdn$100 million to be raised from the private sector. 


Details on the selection process and the IPQ document is available on 
MERX (www.merx.com) - Canada's official, public-sector electronic 
tendering service. The MERX reference number is 71914. 

Electronic submissions must be received by Friday, December 20, 2002, 
5:00 p.m. EST AND hard copy submissions must be received by Monday, 
December 23, 2002, 5:00 p.m. EST. 


4» CCC 


Conmoration Commerciale Canadienne 


Canada 
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London 


Economic Regulation Group 


Head of Economic Regulation and Competition Policy 


Asa member of Senior Management, you will be accountable 
for establishing and implementing the CAAS economic regulation 
and competition policies. You will develop, lead and manage 
a team of up to ten people, as well as contractors, to produce 
the following key outputs: 


* the five yearly price and conduct reviews of BAAS London 
airports and Manchester Airport: - 


* the five yearly price reviews for National Air Traffic Services 
(NATS) and ongoing management of the NATS Licence; 

+ advice on competition policy issues and complaints in the 
aviation industry, including the application of the CAAS 
concurrent competition law powers in the air traffic 
services sector. 


for: Education Prolsdt 


. education strategy development 


* education sector performance management and monitoring 


* policy advisory services 
* organisational development and capacity building 


Qualifications: University degree in a relevant sect (PhD isan asset) ; good command of English; minimum 
10 years’ work experience; extensive international experience in 


tries and iri impl 
skills; computer literacy. 


£70,000+ and competitive performance related bonus scheme 


Their task will be to provide cutting-edge consultancy services for 


ementing projects financed by ADB, WB or EU; excellent management and communication 


















Civil Aviation MEE 
Authority ae 


You will have demonstrated leadership, together with Wes 
management abilities and competencies, and will also be able ^ — 
to lead, integrate and develop a multidisciplinary team to ensure ^ 
that high-quality financial, economic and legal skills are available. 
and applied. As well as being able to communicate effectively 
and manage key relationships well, you will have demonstrated 
a proactive problem solving approach towards both analytical 
and policy issues. You are likely to have a relevant high-quality 
post-graduate degree and experience in the economic regulation 
field will be a distinct advantage. 


We envisage a five-year contract with attractive levels of. 
remuneration for the right candidate. To apply, please forward. 
your CV and covering letter to Vanessa Wildman, HR. Services, 2 
Room 216, CAA House, 45-59 Kingsway, London WC2B 6TE. 
Email: vanessa. wildman @caa.co.uk. 

Closing date: 3 January 2003. 


Working towards equality of opportunity 







demand for upcoming ig educator projects in Asia 





* education finance Uus 
e distance learning and multi-media applications — 
* managerial and technical skills development — 
* health education (HIV/AIDS-prevention) 


e education sector in Asian coun- 


nterational Services is part of the Deutsche Gesellschaft für Technische Zusammenarbeit (GTZ), 
Aper It operates globally on behalf of governments and international donors, assisting and advising 
onthe imp ementation of technical assistance projects in tránsition and developing countries. 


: pene: Please send a detailed resume quoting reference Li100 to 
aus Limp 

Deutsche Gesellschaft für Technische Zusammenarbeit (GTZ), GmbH 
GTZ International Services 
Human Resources Unit 
Postfach 5180 

65726 Eschborn, Germany 
e-mail: dg- team-4@gtz. de 





For further information www.gtz.de 
Online applications are most welcome and facilitate processing 
http://www.gtz.de/international-services/Jobs.html 
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INTERNATIONAL FUND FOR 
2 AGRICULTURAL DEVELOPMENT (IFAD) 
L Via del Serafico No. 107, 00142 Rome, Italy 
Fax: +39 06 5043463, E-Mail: vacancy@ifad.org 
Seeks 


PROGRAMME COORDINATOR (P-4) 
l-year temporary assignment (possibility of renewal) 


DUTIES AND RESPONSIBILITIES: Under the general supervision of the Director, Near East and North 
Africa Region, the Programme Coordinator will plan, manage, coordinate and oversee the implementation 
of the technical assistance programme entitled Gender Mainstreaming in Central and Eastern Europe (CEN): 
a Community Driven Approach. The Programme aims to raise awareness and to encourage atfirmative 
action in favour of gender equality. He/She will be responsible for the following duties: 
* Develop an implementation and phasing out plan for the gender mainstreaming technical assistance 
^programme in Eastern Europe; VM 
* Develop and supervise the implementation of a gender mainstreaming strategy in Central and Eastern 
"E European Countries within the framework of the [FAD strategy for poverty alleviation and rural 
| development in this region; l "n 
* Develop capacity of IFAD and relevant stakeholders, in coordination with the other IFAD regional gender 
programmes and the technical advisory division, in mainstreaming gender in policy dialogue, strategy papers, 
project design, supervision, monitoring and evaluation, as well as research and technical assistance grants, 
* Network with relevant stakeholder agencies in CEN countries to advocate for and implement gender 
equality principles and practices in rural poverty alleviation and development policies and programmes; 
+ Prepare Annual. Work Plans and Budgets for the gender mainstreaming programme; monitor budget 
expenditures by activity or component, category of expenditure and source of funding; monitor progress 
and impact of the Annual Work Plan of the Gender Mainstreaming Programme; m 
* Identify resources persons and partner institution to be involved in country programmes guiding and 
T orienting the efforts and contributions towards the achievement of programme objectives. l 
ae Assemble, screen and disseminate existing documents and programme results of interest to a variety of 
mudiences inchuding project staff, . . . 
«Prepare progress reports, position papers and extension material as necessary as part ol the above 
“activities; develop training and briefing materials; 
Se Perform any other duties assigned by supervisor. 


QUALIFICATIONS AND EXPERIENCE: 

Education and experience: Advanced University degree or equivalent in major fields relevant to the job 
(such as rural sociology, anthropology, human resources development, economics, agronomy), with 5 to 
<7 years of professional experience. Field experience should relate to gender analysis, programme 
“development and management, networking, and good knowledge of the development issues in Central 
"and Eastern European countries. 
` Requirements: Experience in any of the following fields is highly desirable: communication. and 
"teamwork, managing community initiatives; working with civil society organizations and providing 
“technical support to rural women; organising training activities. Familiarity with IFAD-financed 
“operations would be an asset. 

‘Languages: Excellent knowledge of English. Working knowledge of a CEN country language an asset. 

























Please forward your application in duplicate to Personnel Division no later than 06 January 2002, Please 
“pote that any application received by IFAD after the deadline will not be considered. For more details 
“please visit our web-site at www diad org. 


Only short-listed candidates will receive an acknowledgement. 
TH 1 H ^ d f] tda E £i iculariv e f 





SAS 


^ APPOINTMENT AGAINST THIS TEMPORARY ASSIGNMENT DOES NOT CARRY ANY 
EXPECTATION OF CONVERSION TO ANY OTHER TYPE OF APPOINTMENT. 


AFRICAN DEVELOPMENT BANK 


Established in 1964, the African Development Bank (ADB) is the premier pan-African development 

. institution fostering economic growth and social progress in Africa. The ADB's primary goal is to 

| reduce poverty and improve living standards by mobilising resources in and outside Africa and 
providing financial and technical assistance for development projects and programs in Africa. The 

' ADB is based in Abidjan, Cote d'Ivoire, and has a total of 77 member states comprising 53 regional 
(African) and 24 non-regional countries. At the continental level, the ADB's vision focuses on 
Economic Integration, while at the country level, three broad priority themes are predominant: 
Agricultural and Rarat Development, Human Resource Development, and Private Sector 
Development. 


The ADB currently has openings at different levels to fill present vacancies. 










Le rt SEEK ES ave . * v 3 ES AE z 
. The incumbent will design, implement, monitor, update and refine the strategic planning process. 
He/She is expected to take the lead in preparing and implementing resource mobilization activities 
as related to General Capital Increase (GCI) exercises and African Development Fund (ADF) 
anc í [ f December 2002 


JN AND BENEFITS DIVISION - 






ef: VN AD 3 
The incumbent will undertake the overall responsibility for the administration of the benefits 
provided under the Staff Retirement Plan including the formulation of policies, administrative rules 
and procedures for the administration and application of the provisions of the Plan. The abeve 


vacancy notice will close on the 26th of December 2002 


Interested applicants are invited to visit the Bank Website ittp:/iwww.aldb.arg for detailed 
description of duties and required qualifications as well as procedure for applications. 


The ADB offers an internationally competitive remuneration and benefits package. This includes a 
tax-free salary, dependency allowance, education grant, education travel, medical, group hfe 
insurance, generous annual leave, home leave every (wo years, pension plan, and diplomatic 
immunity and privileges depending on level. 


Applicants must be nationals of ADB member countries, 
Division Manager 
Staff Planning and Recruitment Division 
African Development Bank — 
601 B.P. 1387 ABIDJAN 01 - COTE D'IVOIRE 
FAX (225) 20.20.49.43 ADB Homepage: hütp:/wwaldb.org ~ E-mail:recruit @afdb.org 









The United Nations Development Programme (UND?) is the UN's global development 
network, advocating for change and connecting countries to knowledge, experience 
and resources to help people build a better life. We are on the ground in 166 countries, 
working with them on their awn solutions to global and national development 
challenges. As they develop local capacity, they draw on the people of UNDP and our 
wide range of partners. 





The UNDP's Office of Information Systems and Technology (OIST) is seeking to employ a Chief for the 
Applications Support Unit. Reporting directly to the Chief information Officer (CIO), the key 
responsibilities and tasks will be to: 


e Offer all UNDP users an adequate and reliable portfolio of corporate applications; 

e Turn OIST into a leading facilitator and supporter of first class software to its user community; 

@ Advise the CIO and OIST Managers on all corporate application development and support issues; 

e Oversee the identification and prioritization of all corporate application development/enhancement 
requests; 

è Advise the CIO, OIST Managers and ERP Project Business Manager on the integration ot ERP 
functionalities with existing applications; 

e Ensure that UNDP's corporate software applications meet the defined business needs of the 
organization; 

e Supervise all applications support staff and guide their development through coaching, counseling 
and evaluation; 

e Take leadership in identifying new, relevant and cost-effective software applications; 

e Oversee data query, extract and reporting processes and ensure that they meet prioritized business 
needs; 

e Manage the development and maintenance of the corporate data model; 

e Manage OIST's user support and help desk functions in coordination with the Chief of Infrastructure 
Support and client units; 

e Ensure the development of OIST's capacity to support IT applications as they are developed and take 
delivery of completed applications from project managers, upon successful quality testing, for 
production use; 

e Lead the effort in defining future corporate software needs that supplement or go beyond the scope 
of the portal and ERP: 

e Develop performance and technology standards, issue guidelines on corporate software 
development and maintenance, and monitor adherence in Headquarters and offices in over 160 
countries; 

e Conduct ongoing value analysis of current applications with the view to phase out duplicating or 
non cost-effective ones. 


Required Qualifications: 

Masters degree in Information Technology or related area and 13 years of relevant work experience in 
software development and production support, with increasing managerial responsibility. Excellent 
project management and analytical skills. Ability to work and communicate with culturally diverse 
staff, Fluency in English is essential; fluency in one or more official UN languages is highly desirable, 
Qualified candidates are invited to email their cover jetter and résumé, preferably in MS Word format, 
to oist.recruitmentGundp.arg. or to fax their cover letter and résumé to Ms. Rebecca Shanks, fax 
number 212 906 5290. All applications should be submitted no later than 18 December 2002. 


For more information about UNDP, visit our website at www.undp.org. 





X CEO - Moznosti Savings House - Macedonia 
fF A member of Opportunity International Network 


Established in 1996 as a not-for-profit association, Meznoesti converted to a Savings House in May 
2000 and has consolidated its position as Macedonia's leading microfinance institution with around 
3,000 borrowers, Moznosti is a Partner in the Opportunity International (OD Network, which is à 
global coalition of Christian-based organizations dedicated to helping those in poverty transform 
their lives through the provision of micro enterprise financial services. 


Moznosti's core business is to make small loans to underprivileged entrepreneurs through a 
network of five branch offices. Moznosti aims to provide a bridge between the marginalized and 
the unemployed and opportunities for enterprise and income generation, In line with OP's long term 
strategic plans, it will convert to a regulated deposit taking institution with full bank status under 
the regulation of the National Bank of the Republic of Macedonia. The new institution will widen 
the availability of financial services to the poor in Macedonia to include savings and insurance 
products together with a wider variety of credit facilities. 


Opportunity International is seeking to recruit a Chief Executive Officer to manage the conversion 
process, and to train the local management team to take on senior roles in the new institution as it 
develops. Reporting in Macedonia to the Board of the Savings House, and eventually to the new 
Board of the Bank, the CEO will have responsibility for the planning and implementation of all 
aspects of the conversion process, including setting up and managing the key functions of the 
institution, and managing relationships with external stakeholders (including the Reserve Bank, 
other regulators, donors and investors). 


The CEO will have the support of both Ol's Investment Services Division, whose role is to manage 
the licensing, capitalization and business planning processes for the new institutions, and the 
Technical Services Division, which provides technical support and consultancy to Of's Partners 
around the work throughout the conversion process. 


It is envisaged that this post will be for two years in the first instance, with transfer of management 
to local leadership at the earliest opportunity. 


EXPERIENCE AND APTITUDES REQUIRED: 

* At least five years’ experience in a senior role in retail banking, and commensurate 
qualifications. 

* International experience (preferably in Central & Eastern Europe) preferred but not essential. 

* A commitment to the development of products for clients living in poverty. 

* Willingness to relocate to Macedonia is essential, 

* Candidates should be able to demonstrate that they are in sympathy with the Christian ethos of 
the organization. 


Apply to: Laura Gates, Human Resources, Opportunity International Network 
Email: recruiting €x unity.ot: 
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EUROPEAN CENTRAL BANK 














| Uu The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is secking to fill vacancies detailed below in the 
Directorate Legal Services. 


The ECB has its own terms and eGnditions of employment, including a competitive salary structure, retirement plan, health i insurance eand z 
: relocation benefits. 


SENIOR LEGAL COUNSELS/LEGAL COUNSELS 
(Ref.: ECB/017/03/ECO) 
The European Central Bank ( ECB)i is seeking Senior Legal Counsels/Legal Counsels for its Directorate General Legal Services. C; andide 


| tes must have an advanced university degree in law / a professional legal qualification from one of the following EU accession countries 
Cy; rus, the Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovakia and Slovenia (the accession. countries). 









ue - The ECB's Directorate General Legal Services is responsible for handling all legal i issues arising viii i in the ECB. This includes: assi in 
With legal aspects of the regulatory, contractual and institutional framework of the European System of Central Banks (ESCB) and addr 

sing questions relating to the interpretation of the Treaty establishing the European Community. It liases with the legal services o 
national central banks of the ESCB and prepares the ECB's opinions when the ECBi is s consulted by Community i institutions or by nationa 

. authorities on draft legislation falling within its field of competence. 


. The Directorate General Legal Services also provides legal advice to the ECB's manaperient on administrative matters, and may represen 
the ECB in court. It is organised into two divisions, the Financial Law Division and the Institutional Law Division. Successful candida 
will be allocated to either division, depending on their qualifications. They should be prepared to act as "country rap p arteus” i in he. | 
of the financial and banking legislation of the fou Y of their legal expertise. 2 | 


















c ounse Legal Counsels - M 
dvanced. university degree i m law fa professional legal qualifi- + Advanced university degree i in law /a professiotial: inh qual 
.. cation, preferably obtained in one of the accession countries cation, preferably obtained in one of the accession countries. 
: |. listed above. A postgraduate diploma as well as a research and listed above. A postgraduate diploma as well as a research 
- . publications record would be an asset. publications record would be an asset. |... 

* Excellent working knowledge of Community law and an excel- * An excellent working knowledge of Community la : 

lent working knowledge of financial law and practice. excellent working knowledge of financial law and | practice. 
* Minimum of eight years’ professional experience in at least one * Minimum of two years' professional experience in at Jens one 









of the areas specified above. of the areas specified above. 
* Very good command of English with proven drafting ability. A * Very good command of English with proven drafting m 
very good command of one of the languages of the accession Very good command of one of the languages of the accession 
countries. A working knowledge of other Community langua- countries listed above. A working knowledge of other Commu- 
ges would be regarded as an asset. nity languages would be regarded as an asset. p. 
* Excellent PC skills and a very good knowledge of standard MS * Excellent PC skills and a very good knowledge of standard MS | 
Office applications. Office applications. E 


Applications SCIAS 
Applications should be submitted in English and include a covering letter, curriculum vitae and a recent photograph together with refe- | 
rences confirming the required experience and skills. They should be addressed, quoting the reference number, to the European Central | 
Bank, Recruitment and Staff Development Division, Postfach 16 03 19, 60066 Frankfurt am Main, Germany and should reach the d 
ECB no later than 24 January 2003. 


Candidates must be nationals of a Member State of the European Union or of one of the following EU accession countries: Cypms; f th 
Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovenia, Slovakia 
Applications will be treated in the strictest confidence and will not be returned. 


This vacancy has also been posted on the ECB's website at www.ecb.int. To meet the deadline, a copy may be sent by fax to +49 69/1 344. 
7979 or by e-mail to recruitment(@ecb.int. However, a signed application must still be sent by post. i 
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When software lets you quickly turn new ideas into new products, that's business with 


| .NET. Making sure the right information gets to the right place at the right time means employees 
| will have the data needed to quickly implement their inspirations. .NET connected software from 


Microsoft breaks down the barriers in business and lets information flow freely between 












employees, systems, and devices. It’s the key to improving collaboration and productivity so 
you can bring new products to market faster. That's one degree of separation. That's business 
with .NET. Find out how .NET connected software can help employees realize their ideas. Go to 


www.microsoft.com/asia/enterprise Software for the Agile Business. 


3M offers over 10,000 products from its six distinct business groups. This sprawling structure can make 
internal communications and knowledge sharing impractical. So when 3M Singapore wanted to simplify 
these processes through a new Business Intelligence Portal (BIP), they tumed to Microsoft and .NET. The resulting 
one-stop shop drastically streamlined 3M's business planning, financial reporting and operational data 


consolidation. And the BIP's ease of implementation, speed, scalability and reliability all exceeded 3M's expectations. 





©2002 Microsoft Corporation. Ali rights reserved. Microsoft is a registered trademark of Microsoft Corporation in the United States and/or other 
countries. The names of actual companies and products mentioned herein may be the trademarks of their respective owners 
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Unleashing the trade winds 


WASHINGTON, DC 


Achieving free trade across the globe is a daunting task. But America is committed, 


says Robert Zoellick 


S PRESIDENT BUSH'S first term ap- 
proaches its midpoint, the commen- 
tary about American trade policy has 
shifted. The debate is now over how-not 
whether-the United States is advancing 
free trade. 

America has stated its intentions 
plainly. We will promote free trade glob- 
ally, regionally and bilaterally, while re- 
building support at home. By moving for- 
ward on multiple fronts, the United States 
can exert its leverage for openness, create a 
new competition in liberalisation, target 
the needs of developing countries, and 
create a fresh political dynamic by putting 
free trade on to the offensive. 

America's trade policies are connected 
to our broader economic, political, and se- 
curity aims. This intellectual integration 
may confound some trade scholars, but it 
follows in the footsteps of the architects of 
reconstruction after 1945. In fact, its roots 
extend to the protesters who dumped Eng- 
lish tea in Boston harbour. To be sustain- 
able at home, our trade strategy needs to 
be aligned with America's values and as- 
pirations—as well as with our economic 


By invitation 


Robert Zoellick is the 
United States Trade 
Representative and a 
member of President 
Bush's cabinet. He 
handled the NAFTA talks 
and the Uruguay round at 
the State Department 
from 1989-92 


interests. And to be influential abroad, we 
seek to listen and learn from our trading 
partners, large and small. 

To lead globally, President Bush recog- 
nised that he had to reverse the retreat on 
trade policy at home. Any American presi- 
dent building support for trade must over- 
come protectionists, special interests, anti- 
globalisation nihilists and partisanship 
against the president. Nevertheless, the 
president was not diverted by an econ- 
omic slowdown or terrorism. He pressed 
Congress to enact the Trade Act of 2002, 
which re-established the vital trade au- 








thority (“fast track") that had lapsed for 
eight years. Republicans compromised 
with pro-trade Democrats on an environ- 
mental and labour trade agenda, without 
overstepping concerns about sovereignty 
and protectionism. The act included a 
large, immediate downpayment on open 
trade for the neediest, cutting tariffs to zero 
for an estimated $20 billion in American 
imports from the developing world. 

To rebuild a congressional coalition, the 
administration had to demonstrate that 
the United States would use international 
rules to pursue its interests. Since Ameri- 
can trade-weighted tariffs average only 
about 1.6%, congressional support for 
lower barriers depends on the executive's 
willingness to use the same rules em- 
ployed by other countries. One Republi- 
can leader in the Senate told me that the 
administration's record of enforcing inter- 
national rules was the most persuasive ar- 
gument for granting the president more 
negotiating authority. By leading the fight 
at home for freer trade within a system of 
enforceable international rules, President 
Bush has strengthened America's power 
to promote free commerce abroad. 


The task at Doha 

Coming to office asit did in the wake of the 
Seattle debacle for the World Trade Orga- 
nisation, the Bush administration recog- 
nised the importance of launching a new 
global trade round. Working with the Euro- 
pean Union and others, and against long 
odds, we helped to launch the Doha De- » 





» velopment Agenda (pDA). The wTo itself 
has been strengthened by adding China 
and Taiwan as members, and efforts are in 
train to add Russia before long. 

The United States is fully committed to 
completing the pDA by the agreed dead- 
line of 2005. We have already tabled far- 
reaching proposals in agriculture, indus- 
trial and consumer goods, and services, to 
highlight the primary goal of the wro: to 
open access to markets and to spur growth 
and development. 

America's goal in the farm negotiations 
is to harmonise subsidies and tariffs while 
‘slashing them to much lower levels, on a 
path towards elimination. The last global 
trade negotiation—the Uruguay round—ac- 
cepted high and asymmetrical levels of 
subsidies and tariffs just to get them under 
some control For example, the United 
States accepted a cap for the European Un- 
ion's production-distorting subsidies that 
was three times the size of America's, even 
though agriculture represents about the 
same proportion of our economies. 

The farm bill—which authorised up to 
$123 billion in all types of food-stamp, con- 
servation and farm spending over six 
years, amounts within wTO limits-made 
clear that America will not cut agricultural 
support unilaterally. But America's farm- 
ers and Congress back our proposal that all 
nations should cut together. The United 
States wants to eliminate the most egre- 
gious and distorting agricultural pay- 
ments, export subsidies. We would cut 
global subsidies that distort domestic farm 
production by some $100 billion, slashing 
our own limit almostin half. We would cut 
the global average farm tariff from 60% to 
15%, and the American average from 12% to 
5%. The United States also advocates agree- 
ing on a date for the total elimination of ag- 
ricultural tariffs and distorting subsidies. 

The American proposal for manufac- 
tured goods would free the world of tariffs 
on these products by 2015. This was the 
trade sector first targeted by the founders 
of the GATT in 1947; after more than 50 
years’ work, about half the world’s trade in 
goods has been freed from tariffs. It is time 
to finish the job. 





With zero tariffs, the manufacturing 
sectors of developing countries could 
compete fairly. The proposal would elimi- 
nate the barriers between developing 
countries, which pay 70% of their tariffs on 
manufactured goods to one another. By 
eliminating barriers to the farm and manu- 
factured-goods trade, the income of the de- 
veloping world could be boosted by over 
$500 billion. 

The American proposal on trade in ser- 
vices would broaden opportunities for 
growth and developmentin a sector that is 
just taking off in the international econ- 
omy. Services represent about two-thirds 
of the American economy and 80% of our 
employment, but account for only about 
20% of world trade. The World Bank has 
pointed out that eliminating services bar- 
riers in developing countries alone would 
yield them a $900 billion gain. 

The United States listens to the con- 
cerns of developing countries striving to- 
wards free trade. This year, we devoted 
$638m to help such countries build the ca- 
pacity to take part in trade negotiations, 
implement the rules and seize opportuni- 
ties. We have acted in partnership with the 
InterAmerican Development Bank to inte- 
grate trade and finance, and we are urging 
the World Bank and the 1mF to back their 
rhetoric on trade with resources. 

We agreed atDoha that the flexibility in 
the global intellectual-property rules 
could be used to allow poor countries to li- 
cense medicines compulsorily to deal 
with HIV/AIDS, tuberculosis, malaria and 
other epidemics. We are also committed to 
helping those poor regions and states ob- 
tain medicines produced abroad-if they 
cannot manufacture them locally-as long 
as other countries with pharmaceutical 
industries do not carve these special terms 
into loopholes to circumvent the intellec- 
tual-property protection that rewards re- 
search on the medicines of the future. 

The Doha negotiations include custo- 
mised treatment for developing countries. 
Yet flexible transitions and special needs 
should not degenerate into perpetual pro- 
tectionism. “Good intentions" that cover 
up trade barriers raise prices for the poor- 
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est people, profit cosseted interests, in- 
crease costs for competitive businesses 
and block exports from productive firms 
and workers to other developing coun- 
tries. We are pleased that NGOs such as 
Oxfam now recognise the benefits of trade 
for development, but they need to ac- 
knowledge that these benefits flow from 
removing barriers to imports as well as 
from promoting exports and competition 
at home. The wro can foster export-dri- 
ven growth for developing countries with- 
out reviving the neo-colonialist trade pat- 
terns promoted by an earlier generation. 


Europe as partner 

As one African minister told me recently, 
when the United States and the EU agree 
on a course in the WTO, we cannot ensure 
success, but we make it much more likely. 
Fortunately, I have no doubt that my re- 
spected and close colleague Pascal Lamy, 
the EU trade commissioner, is just as com- 
mitted to completingthe Doha negotiation 
on time. 

The United States and the EU share a 
common aim of trade liberalisation, but 
have pursued different approaches. In the 
lexicon of the EU, the United States is 
pressing to “deepen” the wTo by freeing 
trade across the core agenda of market ac- 
cess. The EU's distinguishing agenda is to 
“widen” the w TO mandate by developing 
new rules to cover more topics. As one 
Asian colleague observed, the Eu sees the 
world through the lens of recent European 
experience: it wants gradually to achieve a 
supranational system of governance for 
globalisation. Yet many developing coun- 
tries have no wish to add new topics to the 
W'TO, believing our priority should be to 
spur more trade and investment. There is a 
risk that the Eu will trade off cuts in barri- 
ers in order to add rules and institutions. 

At Doha, the United States helped 
bridge the gap between “deepeners” and 
"wideners", because the Eu needs pro- 
gress on its broader agenda to achieve 
movement on agriculture, which is critical 
for many developing countries. The Un- 
ited States will continue to work to accom- 
modate the Eu's objectives, as long as the 
EU is committed to liberalising trade in ag- 
riculture, goods and services. We need to 
ensure that any new negotiating topics 
and rules enhance free markets, 
strengthen transparency in the wTO and 
facilitate trade, while respecting the pre- 
rogatives of sovereign states. Another 
European perspective might also be borne 
in mind-Hayek's “spontaneous order”, 
which advises that rules should be forged 
first through markets, rather than through 
government controls. 

Evenif America and Europe co-operate, 
the Doha agenda will still be hard to 
achieve. (Sadly, Japan's mercantilist, zero- 
sum approach to trade is typified by its re- 
cent agriculture proposal, which argued » 
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2 for cutting its quota on imported rice.) It is 

>= encouraging to find a network of trade 

ministers, in both developing and de- 
veloped countries, working together. 

Yet any decision by the WTO requires a 
consensus among its 144 members. Any 
one country-for whatever political or 
economic reason~can stop the Doha 
agenda in its tracks. We will not passively 
accept a veto over America's drive to open 
markets. We want to encourage reformers 
who favour free trade. If others do not 
want to move forward, the United States 
will move ahead with those who do. It is 
time for others to tell us when they are 
ready to open their markets, to table pro- 
posals to liberalise and to match their criti- 
cism with commitment. 

Some trade specialists cavil about 
_ America’s use of leverage to push for 
.. greater openness. I urge them to broaden 
v their perspective. We want to strengthen 
-> the hand of the coalition pressing for freer 
‘trade. It would be fatal to give the initiative 
-to naysayers abroad and protectionists at 
- home. As we have seen in the League of 
. Nations, the UN, the rMrF and the World 
-Bank, international organisations need 
leaders to prod them into action. 










NAFTA and its imitators 

To multiply the likelihood of success, the 
- United States is also invigorating a drive 
“for regional and bilateral free-trade agree- 
ments (FTAS). These agreements can foster 
powerful links among commerce, econ- 
omic reform, development, investment, 
security and free societies. The North 
American Free-Trade Agreement (NAFTA) 
not only almost tripled American trade 
- with Mexico and nearly doubled its trade 
with Canada, but also made all three 
.. members more competitive internation- 
. ally. NAFTA proved definitively that both 
developed and developing countries gain 
<o from free-trade partnerships. It enabled 
Mexico to bounce back quickly from its 
1994 financial crisis, launched the country 
- on the path of becoming a global econ- 
omic competitor, and supported its trans- 

formation to an open democratic society. 

Ironically, a number of European 
publications that have criticised America's 
"competitive liberalisation" through re- 
gional and bilateral free-trade negotiations 
were noticeably silent when the EU negoti- 
ated 30 such pacts; the United States only 
has three, but we are hard at work. 

In the 100 days since Congress granted 
the president fast-track authority, the Un- 
ited States has completed the substance of 
an FTA with Singapore and started talks 
for Fras with the five nations of the Cen- 
tral American Economic Community, the 
five countries of the Southern African Cus- 
toms Union, Morocco and Australia. We 
have almost completed an FTA with Chile. 
Last month, we helped push forward the 

negotiations among 34 democracies for a 








co-chair this effort, with Brazil, until it is 
successfully concluded. 

Our free-trade agenda conveys signals. 
We are open to free trade with all regions— 
Latin America, sub-Saharan Africa, Asia- 
Pacific, the Arab world—and with both de- 
veloping and developed economies. We 
want to expand commercial links with 
these countries. Equally important, all our 
free-trade partners, though varying greatly 
in size and development, are showing po- 
litical courage at home by making the case 
for open markets and connecting those 
ideas to economic reforms. These are gov- 
ernments we want to help. 

One Europe-based publication recently 
claimed that the United States "has little to 
offer other countries", because America's 
barriers are relatively low already. But the 
"market test" is proving such commentar- 
ies mistaken, as countries are lining up to 
negotiate FTAs. Countries recognise that 
assured access to the huge, dynamic Amer- 
ican market is a valuable economic asset. 
Because American FTAS are comprehen- 
sive, with high standards, our FTA part- 
ners stand out as good places to invest, as 
strong links in a global sourcing chain, or 
simply as promising markets in which to 
do business. 

We will work with our FTA partners— 
through USAID and with the multilateral 
development banks--to link liberalisation 
to sectoral reforms. For example, we have 
been discussing with Morocco how to sup- 
port its shift, backed by the World Bank, 
from the production of cereals to fruits and 
vegetables for export. For Southern Africa 
and Central America, our FTAS can en- 
courage regional integration, the reduction 
of local barriers to regional competitive- 
ness, the development of a larger market 
for investment, and greater political co- 
operation. Many other countries are work- 
ing with us on market and trade reforms 


The ideal: protectionists swept away 





Free-Trade Area of the Americas. We will simply to prepare for aN FTA. 





As our FTA negotiation with h Singapore 
showed, our agreements can also serve as 
models by breaking new ground and set- 
ting higher standards. The United States- 
Singapore FTA will help advance areas 
such as e-commerce, intellectual property, 
labour and environmental standards, and 
the burgeoning services trade. As we work 
more intensively with nations on FTAs, 
the United States is learning about the per- 
spectives of good trading partners. Our 
FTA partners are the vanguard of a new 
global coalition for open markets. 

These partners are also helping us to ex- 
pand support for free trade at home. Each 
set of talks enables legislators and the pub- 
lic to see the practical benefits of more 
open trade, often with societies of special 
interest for reasons of history, geography, 
security, or other ties. There is an old adage 
in American politics: “You can't beat some- 
thing with nothing." We want the Ameri- 
can debate to be focused on our agenda of 
opening markets, not on the protectionists' 
defensive dogma of closing them. 

Whether the cause is democracy, secu- 
rity, economic integration or free trade, ad- 
vocates of reform often need to move to- 
wards a broad goal step by step- working 
with willing partners, building coalitions, 
and gradually expanding the circle of co- 
operation. Just as modern business mar- 
kets rely on the integration of networks, 
we need a web of mutually reinforcing 
trade agreements to meet diverse commer- 


. cial, economic, developmental and politi- 


cal challenges. The United States is com- 
bining this building-block approach to free 
trade with a clear commitmentto reducing 
global barriers to trade through the wro. 
By using the leverage of the American 
economy's size and attractiveness to stim- 
ulate competition for openness, we will 
move the world closer towards the goal of 
comprehensive free trade. 8B 








China and North Korea 


Report from the icy frontier 


TUMEN, YANBIAN PREFECTURE 


Why the Chinese will not destabilise their troublesome neighbour 


N A few days’ time, the ice on the Tumen 
River dividing China from North Korea 
will thicken into a hard crust. For starving 
inhabitants of North Korea, this would 
normally be a good time to start making 
preparations to escape. A few easy steps 
across the poorly guarded and frozen bor- 
der and they would have a chance of find- 
ing work that could fill their stomachs. But, 
fearful that the flow of migrants could be- 
come a torrent, China is no longer turning 
a blind eye to the refugees who once easily 
blended into the large community of eth- 
nic Koreans on its side of the narrow river. 
As the world wonders how to respond 
to North Korea's admission that itis enrich- 
ing uranium (which can then be used to 
make nuclear weapons), China's worries 
about refugees act as a brake on any plan 
that might destabilise its neighbour. From 
China's point of view, it is better to pre- 
serve North Korea's few remaining econ- 
omic lifelines than risk nudging Kim Jong 
II's regime towards an implosion that 
could send millions pouring across the 
Chinese border. Perhaps even worse, as 
China sees it, the vacuum created by such a 
collapse might draw American troops and 
their South Korean allies into a disintegrat- 
ing North Korea, right up to its border with 
China. Better to maintain the status quo 
than bring China's biggest potential ene- 
my to its doorstep. 
How effective economic pressure on 


North Korea would be is debatable. The 
Korean Workers' Party remained firmly in 
control through a famine lasting several 
years after 1996 that left many thousands 
dead. Thanks to foreign assistance and bet- 
ter weather conditions, food production 
and supplies have somewhat improved. 
But industry remains in tatters and there is 
no sign that the party's grip has weakened 
in the slightest. The tiny number who dare 
to dissent are imprisoned or, sometimes, 
executed in public. 

What is certain is that no economic 
sanctions would work without the help of 
China, North Korea's main provider of fuel 
and food aid. Tim Savage, at Kyungnam 
University in Seoul, estimates that, since 
last month's suspension of American 
heavy fuel-oil supplies to North Korea, 
China provides 70% of the North's oil. He 
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says this is used mainly by the armed 
forces and for transport. A study published 
last year by Yanbian University predicted 
that China would remain the biggest sup- 
plier of food to make up the shortfall be- 
tween North Korea's grain production and 
its minimum needs (the World Food Pro- 
gramme estimates the shortfall will be 
1im tonnes next year, compared with 
1.3m tonnes this year). Western countries 
and South Korea are also contributors. 

China is worried that a nuclear-armed 
North Korea might lead Japan to go nu- 
clear, too. But itis hoping that, so long as Ja- 
pan's alliance with America remains 
strong (and the status quo on the Korean 
peninsula will help it to remain so), a nu- 
clear break-out by Japan is unlikely. So 
China wants to maintain North Korea's 
stability in order to preserve its own. 

In Yanbian prefecture, the first port of 
call for most of the North Koreans trying to 
escape from their country, this concern is 
clear in the way refugees are being han- 
dled. For years, severe penalties imposed 
by the North Koreans on those trying to es- 
cape kept the numbers crossing the river at 
manageable levels. Chinese officials often 
did little to prevent people crossing into 
Yanbian, 40% of whose population is eth- 
nic Korean. But in the past few months for- 
eign activists have been helping refugees 
to enter diplomatic missions in Beijing and 
other Chinese cities to claim asylum. Their 
aim was partly to force China, which 
would have to approve the asylum-seek- 
ers' departure to third countries, to recog- 
nise them officially as refugees. 

This has backfired. China has allowed 
100 or so North Koreans who made it into 
foreign missions to leave for South Korea. 
But to discourage others from making simi- 
lar attempts, it has erected barbed wire 


314 


around embassies in Beijing and has more » 
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* than doubled the number of guards 
around them. It has also launched the big- 
gest round-up of North Koreans in the bor- 
der area in recent years, and has imposed 
tough penalties on those who help them. 
People in Yanbian say fewer Koreans are 
trying to cross the river. The influx be- 
tween December and February, when the 
average temperature is more than ten de- 
grees Celsius below freezing, is likely to be 
far less than usual. 

In the past, North Koreans who made it 
across would often head for Christian 
churches, which would give them food 
and money. Friendly foreigners would 
help some of them try to escape to South 
Korea via Mongolia or through South-East 


China, Russia and North Korea 


A friendly word 


But will North Korea give up its bombs? 





It's time 


AST ASIA is the place where China, 

Russia and the United States bang el- 
bows with each other. But a joint state- 
ment issued this week by China's 
president, Jiang Zemin, and his visiting 
Russian counterpart, Vladimir Putin, for 
the first time publicly backed up Amer- 
ica in its efforts to press North Korea to 
abandon its secretive nuclear-weapons 
programme. It was “crucial to peace and 
security in north-east Asia", the two 
leaders said, "to maintain a nuclear-free 
Korean peninsula and the system of 
non-proliferation of weapons of mass 
destruction." As Russia did after the Sep- 
tember 11th terrorist attacks on America, 
it seems that China has seen the value of 
co-operation in the face of new dangers. 

Since the early 1990s, when North 
Korea was first fingered by the Interna- 
tional Atomic Energy Agency (IAEA) for 
producing more bomb-usable pluto- 
nium than it had owned up to, China 
has resisted applying any sort of pres- 
sure on its sort-of-friend to give up its 
weapons-tinkering. Indeed, both China 
and Russia have helped North Korea 
with missile and nuclear technology. 
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Asian countries. But now church workers 
say that even giving food to a North Korean 
can incur a fine of 5,000 yuan ($600), 
about six months’ wages for the average 
worker in a state-owned enterprise. 

The police encourage suspicion among 
refugees and their helpers by offering 
some captured North Koreans the chance 
to stay in China if they reveal the where- 
abouts of compatriots in hiding. Members 
of foreign non-governmental organisa- 
tions trying to help the refugees have been 
fined and sometimes detained or expelled. 

The police now regularly enter villages 
near the border to check the identities of 
inhabitants and stop vehicles that might 
be carrying North Koreans. In Tumen, a 


Weapons proliferation—including the 
North's missile sales to unstable re- 
gions—was seen as damaging only to 
western interests, particularly America’s. 

That view was always short-sighted. 
North Korea’s recent admission that it is 
pursuing another route to a bomb-this 
time by enriching uranium-has brought 
home the problem to China in more 
ways than one. 

North Korea's test of a rocket over Ja- 
pan in 1998 had already undercut 
China's efforts to persuade the Japanese 
not to take part in missile-defence work 
with America. China worries that the 
uranium confession could eventually en- 
courage Japan, South Korea and even Tai- 
wan to think of getting such weapons. 
And, since North Korea got its start in the 
uranium business from Pakistan, which 
has also had both nuclear and missile 
help from China, that makes China a vic- 
tim of its own past rule-breaking. 

Teaming up with America, South Ko- 
rea and Japan in pressing North Korea to 
give up its nuclear ambitions now seems 
more prudent. A 1994 deal negotiated by 
America that froze North Korea's pluto- 
nium production in return for oil delive- 
ries and the building of two less 
proliferation-prone nuclear reactors 
hangs by a thread. America and its allies 
have suspended oil shipments and next 
week will discuss whether to halt the re- 
actor construction too. China and Russia 
want both sides to keep to the 1994 
agreement and others that ban nuclear 
weapons from the peninsula, and on 
that basis to open talks. 

This would entail North Korea's veri- 
fiably dismantling its uranium pro- 
gramme. The IAEA stands ready to do 
the verifying. Will North Korea oblige? 





town that has become a major border 
crossing-point, North Koreans are fre- 
quently escorted back by Chinese police. 

The odd thing is that local people say 
North Korea's treatment of those sent back 
is less tough than it was a few years ago, 
when many were imprisoned and tor- 
tured and some were killed (though Hu- 
man Rights Watch, an American group, re- 
ported in November that there were signs 
that their treatment had begun to worsen 
again this year). The lucky ones are kept in 
detention for a few days or weeks before 
being released, a process than can be expe- 
dited with bribes of money or food. But 
members of the ruling party, and people 
in politically sensitive jobs, can still expect 
far worse treatment. 

Estimates of how many have made it 
into China in recent years vary widely. The 
figure often cited by human-rights groups 
is 300,000. Some diplomats prefer a figure 
in the tens of thousands. 

Until the recent crackdown, many of 
those who crossed into China returned 
with food for their families. But there is lit- 
tle doubt that if China and North Korea 
were to get more relaxed over cross-border 
movements, the number trying to escape 
once and for all would jump dramatically. 
An American Korean in Yanbian, who is à 
regular visitor to North Korea, says that he 
was once told by a senior North Korean of- 
ficial, with no visible curve of the lips, that, 
if his compatriots were allowed to leave 
freely, there would soon be only one per- 
son leftin the country: Kim Jong Il. m 


Indian democracy 


State of concern 


AHMEDABAD 
Gujarat's voters could decide the future 
of the whole country's government 


OR two years the state of Gujarat in 

western India has been making un- 
happy headlines: it has suffered an earth- 
quake in January 2001 in which some 
40,000 people died; the worst drought in a 
decade; and, earlier this year, murderous 
communal violence. Now an election on 
December 12th for the state's legislature 
will have nationwide repercussions. Guja- 
ratis back on the front pages. Once again, it 
is nota good-news story. 

For that, blame Narendra Modi, the act- 
ing chief minister. Mr Modi, from the 
Hindu-nationalist Bharatiya Janata Party 
(Bj), which leads India's coalition govern- 
ment, is exploiting communal tensions for 
hoped-for electoral gain. If he succeeds, 
the habit may catch on. It could poison In- 
dian politics before the general election 


that is due by 2004 at the latest, and raise » 
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questions about the future of the prime 
minister, Atal Behari Vajpayee, a BJP mod- 
erate. If he fails, the Byp-led government 
will be weakened, perhaps terminally. 
Some political observers reckon that Guja- 
rat’s is the most important state election for 
a decade. 

Long a controversial figure, Mr Modi 
has been pilloried for his role in the riots 
that scarred Gujarat after February 27th. 
That was when a carriage on a train bring- 
ing Hindu activists back from the site of a 
contentious proposed temple in Ayodhya 
was set on fire in the town of Godhra. Fifty- 
eight people, mostly women and children, 
were killed. 

There followed, in parts of Gujarat, a 
pogrom against Muslims. More than 2,000 
people died. Mr Modi's government is ac- 
cused, at best, of having failed to stop the 
bloodshed; at worst, in a report of a recent 
investigation, of taking a part in leading 
and sponsoring the violence. 

The state government's alleged motive 
was electoral. In 1998, the BJP won 117 out 
of 182 seats in the state legislature with 45% 
of the vote. But because of its poor perfor- 
mance in office it was losing by-elections 
to the Congress party, which also forms 
the main national opposition. 

Congress could attract the votes of 
Muslims (some 10% of the population), of 
other minorities, such as tribal groups, and 
of lower-caste Hindus and Dalits (for- 
merly "untouchables") But if the 30m- 
strong electorate votes on communal 
Hindu v Muslim grounds rather than for 
caste or economic reasons, it would bene- 
fit the Byp. The violence, much of which 
pitted Dalits against Muslims, made this 
more likely. 

In July Mr Modi called an early election. 
This attempt to capitalise on the commu- 
nal tension was thwarted, however, by In- 
dia’s independent election commission, 
which delayed the poll until tempers had 
cooled. Mr Modi has railed against the 
election commissioner, J.M. Lyngdoh, jok- 
ing that he may be Italian (like Sonia 
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Gandhi, Congress’s leader, who launched 
her party's campaign this week with an 
address to a huge public rally). Now, opin- 
ion polls in what seems to be a close con- 
test are divided on whether the Hindu card 
is proving a trump or not. 

The Congress party in Gujarat is led by 
Shankersinh Vaghele, who himself comes 
from the Hindu nationalist movement. He 
says that his party's campaign will take up 
issues such as the shortages of electricity 
and drinking water in the state, and adds 
that the main theme of the election is the 
caste of the candidate, rather than the 
communal divide. 

Mr Vajpayee has said that the Godhra 
massacre should not be an election issue. 
The gj» manifesto is dutifully silent. But 
posters of Mr Modi, defiantly silhouetted 
against the backdrop of a blazing train, 
have appeared across Gujarat. The BJP's 
sister organisations, such as the World 
Hindu Council (the Vishwa Hindu Par- 
ishad, or VHP), have shown little restraint. 

Prawin Togadia, the vHp’s interna- 
tional general secretary, says people need 
to bereminded of Godhra and the threat to 
Indian civilisation posed by Islamic funda- 
mentalism. Gujarat, he points out, borders 
on Pakistan, and he alleges that it is Pak- 
istan's next target after Kashmir, where In- 
dia accuses it of waging a proxy war of ter- 
rorism. Mr Togadia says he is on the front 
line: his own life has often been threat- 
ened. On December 3rd, a local leader of 
the vHP, Jaideep Patel, was shot and 
wounded on the outskirts of Ahmedabad, 
the state's largest city. 

He insists that he and Mr Modi both 
stand for a version of Hindutva, a 
nationalist creed, that is pluralist, inclu- 
sive, democratic and secular. These are the 
foundations on which independent In- 
dia's founders sought to build their state. 
But Gujarat is regarded as a laboratory for 
Hindutva. It would not just be some up- 
per-class liberals who would see a decisive 
victory there for Mr Modi as a potentially 
explosive threat to that underpinning. 8 
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Afghanistan, one year on 


Happy 
anniversary 


The slow path to stability 


NE year after drafting in Bonn a plan 

for the future of a post Taliban Af- 
ghanistan, its main architects got together _ 
again on December 2nd to reflect on how 
far the country had progressed. They had 
reason to pat themselves, and the Afghan 
government, on the back. For the first time 
in over two decades, Afghanistan is not at 
war; the Taliban and their al-Qaeda proté- 
gés are no longer organised forces; a transi- 
tional government was elected in June; a 
flurry of groups are at work on human 
rights, legal reform and the constitution; 
foreign countries have promised over $5 
billion in aid over the next five years and 
maintain an International Security Assis- 
tance Force (ISAF) to help secure Kabul; 3m 
children (including 1m girls) are at school; 
and almost 2m refugees have come home. 

But Afghanistan is hardly a haven of 
peace and stability. Al-Oaeda and the Tali- 
ban can still create instability by terrorist 
attacks. In addition, mujahideen once un- 
ited by their struggle against Soviet occu- 
pation, and then against the Taliban, are 
fighting each other in some areas. On De- 
cember 1st warlords clashed near the air 
base of Shindand in western Afghanistan, 
and an American B-52 dropped bombs 
after coalition troops came under fire. This 
was the first time in months that American 
aircraft have been in combat. 

The mandate of tsar has been ex- 
tended for a year, but its reach has not. 
Some American soldiers will be deployed 
in provincial cities to help with reconstruc- 
tion. The Americans try to keep clear of lo- 
cal feuds, but may have to intervene again — 
when caught in crossfire. 

The central government still has few 
tools to establish its authority. Interna- 
tional donors are helping to create a na- 
tional army and police force, but it will be 
years before they can really control the 
country. On December ist President Ha- 
mid Karzai issued a decree that outlaws » 
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any military force other than the army. But 
itis little more than a declaration of inten- 
tion. Nor does it offer much of a carrot. 
Warlords generate their own revenues by 
collecting taxes and duties on trade—and, 
in some areas, through opium trafficking. 

The government has little income of its 
own. Afghans complain that the most visi- 
ble sign of foreign aid is aid workers driv- 
ing spotless land-cruisers in Kabul, not tan- 
gible improvements in the life of the local 
people. Of the $1.9 billion promised for re- 
construction this year, two-thirds has 
come available, but only a tenth has so far 
gone to the government itself. About two- 
thirds of the money is being spent on such 
necessities as food and helping refugees, 
not on longer-term reconstruction. 

Afghanistan’s problems were never go- 
ing to be solved in a year, but the euphoria 
which comes with the end of a war gener- 
ates unrealistic expectations. After 23 years 
of praying for safety and jobs, Afghans 
may, understandably, find it hard to have 
to wait any longer. @ 
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Security after Bali 
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The elusive tourists and their dollars 


JAKARTA 


Australia promises to strike at terrorists in other countries 


A sight in Jakarta these 
days is security guards with metal de- 
tectors checking cars parked outside office 
blocks. True, in one such operation no cars 
were checked after 9.30 in the morning. 
Presumably, terrorists are thought to be 
early risers. Nevertheless, by Indonesian 
standards, the overall improvement in se- 
curity since the Bali bombings of October 
12th has been impressive. Even after a se- 
ries of deadly terrorist attacks in Jakarta in 
2000, ordinary people were offered little 
protection. Only the rich and powerful 
were made to feel secure. The Bali bombs, 
and the prospect of losing millions of tou- 





rist dollars, have made a difference. If the 
bombers wanted to inflict further damage 
on Indonesia's weak economy, they suc- 
ceeded. 

A Bali-type bombing seems depress- 
ingly easy to repeat. Clive Williams, head 
of terrorism studies at the Australian Na- 
tional University, believes the Bali attack 
was essentially a home-grown affair, com- 
parable with attacks on western tourists in 
Egypt. The bombers may or may not have 
had money from al-Qaeda. Most Muslim 
militant groups around the world have 
probably had support from al-Qaeda at 
some time, he says. But, for all its bloodi- 
ness-it claimed some 190 lives—the Bali 
attack probably cost little money. 

The hopeful news is that the Indone- 
sian police force has been more successful 
than many people expected. The country’s 
rare decision to allow foreign policemen to 
help with the investigation has given it ac- 
cess to sophisticated forensic tools. An In- 
donesian called Mukhlas, said by police to 
have masterminded the Bali bombing, 
was detained on December 3rd. Two oth- 
ers are held in connection with the bomb- 
ing, Imam Samudra and his accomplice, 
Amrozi. Mr Samudra has fought in Af- 
ghanistan. 

In the search for other possible bom- 
bers there is talk of re-opening investiga- 
tions into a number of bombings of 
churches in Indonesia on Christmas eve, 
2000. Those in custody in connection with 
the church bombings may be questioned 
again, along with others who were never 
charged. There are also suggestions of a 
connection with Malaysia; a group sus- 
pected of terrorism, Jemaah Islamiah, op- 
erates in that country. 

The Australian prime minister, John 
Howard, upset Indonesians and others 
this week with a threat to strike against 
militants outside Australia if they are be- 
lieved to be planning an attack on his 
country. Australian diplomats in the re- 
gion tried to soften the impact of Mr How- 
ard's remarks by saying, implausibly, that 
he wasn't referring to the region. But Indo- 
nesia, Malaysia, Thailand and the Philip- 
pines all took offence. The Malaysian 
prime minister, Mahathir Mohamad, said 
that this was not the way to tackle terro- 
rism. Nor is it a guaranteed way to lure 
tourists to what not very long ago were 
thought of as the peaceful tropics. People 
in Australia, on the other hand, may feel 
that itis better than waiting to be hit first. @ 
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The economy 


We will never surrender 


WASHINGTON, DC 


Is America's remarkably resilient economy over the worst? 


EVER in the field of human commerce 

have so many spent so much on so lit- 
tle—and then wondered whether he will 
really like it. America's holiday shopping 
season began in spectacular style last 
week. On November 29th, the day after 
Thanksgiving, Wal-Mart, the country's re- 
tail giant, took in $1.4 billion at its tills—a 
14% rise over 2001 and the firm's biggest 
one-day taking ever. According to a survey 
by the National Retail Federation, three out 
of every four consumers were out shop- 
ping last weekend—and they appeared to 
be spending freely. Sales for the weekend 
were running 12% above last year, accord- 
ing to ShopperTrak RCT, a firm that col- 
lates data from thousands of shops. 

Festive logistics partly explains this 
spending fervour. With Thanksgiving fall- 
ing late, there are unusually few shopping 
days before Christmas this year. Large 
price cuts by shops also pulled in the bar- 
gain hunters. Nonetheless, a quick look at 
the malls hardly suggests that the great 
American wallet is slamming shut. 

Those Thanksgiving shoppers are the 
latest addition to a growing body of evi- 
dence that suggests America's economy 
may be on the mend. Less than two 
months ago, the recovery appeared to 
have suddenly stalled. The statistics 
showed that unemployment claims were 
rising, consumer spending was falling and 
confidence was plummeting. A rising 


chorus of forecasters fretted that a return to 
recession (the infamous "double dip") was 
imminent. The Federal Reserve admitted 
the economy was in a "soft spot" and cut 
interest rates by half a percentage point in 
early November. 

But since then a slew of statistics—from 
investment to productivity-have been 
stronger than expected, boosting the stock- 
market and convincing economists that 
the risks of recession have receded. Ste- 
phen Roach of Morgan Stanley, perhaps 


Wall Street's most famous pessimist, ac- 


knowledged ruefully this week that "the 
second double-dip scare of 2002 now 
seems to be winding down." That much is 
certainly true. Less obvious, however, is 
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how strong the recovery will be. 

Part of the optimism springs from 
hopes that business investment may fi- 
nally be showing signs of life. Though 
overall figures on capital spending still 
look weak, much of the blame lies with a 
slump in spending on office buildings and 
other non-residential construction (which 
fell ata 20% annual rate in the third quarter 
of 2002). Exclude construction, and the 
picture becomes less dire. Overall invest- 
ment in software and equipment is rising, 
albeit modestly. 

There are other angles from which the 
figures look a little better: economists at J.P. 
Morgan Chase point out that, if you do not 
include the troubled energy and aircraft 
industries, firms' capital spending grew at 
double-digit rates in the third quarter. In 
October, orders for capital goods outside 
the defence industry (and excluding air- 
craft again) rose by 5.5%. The question, 
however, is whether sustained investment 
growth is plausible given the substantial 
amounts of slack capacity that exist in 
many industries. Overall industrial capac- 
ity utilisation is still running at just 75%. 

Look at American manufacturing di- 
rectly and this mixed picture is reinforced. 
First came a wave of good news, particu- 
larly from the heartland, that manufactur- 
ing activity was already on the mend. The 
Chicago purchasing managers index star- 
tled markets on November 27th by surging 
from 45.9 in October to 54.3 in November. 
(Any reading over 50 suggests that manu- 
facturing activity is expanding, while a 
reading of less than 50 suggests recession.) 
Unfortunately, the equivalent national 
numbers, released on December and, 
showed a less perky jump from 48.5 in Oc- 
tober to 49.2 in November, leaving it in re- 
cession for the third consecutive month 


(see chart). In short, American manufac- » 





> turing may be on the mend, but it is far 
from booming. 

Consumption remains the driver of 
any recovery. And there the good news of 
the past few weeks is that Americans are 
still spending. After falling in September, 
overall consumption rose 0.4% in October. 
Car sales, which sucked up a lot of con- 
sumer spending during the summer, did 
not continue their decline. Contrary to 
fears at the beginning of the month, a re- 
spectable number of new vehicles (16m at 
an annual rate) were sold in November. 
The Conference Board's index of con- 
sumer confidence improved during the 
month from a nine-year low. 

A big reason for this boost in confi- 
dence, and for economists' optimism that 
the risks of recession have receded, comes 
from the job market. Judging by the fall in 
the weekly number of initial unemploy- 
ment claims during November, the pace of 
lay-offs has abated. Just before Thanksgiv- 
ing the number of initial claimants fell to 
364,000, well below its peak rate of 
433,000 in September and below the 
400,000 level usually associated with an 
economy in recession. Though few an- 
alysts expect a sharp rise in employment 
(November's jobs figures are due to be re- 
leased on December 6th), the fear that a 
sharp rise in unemployment would un- 
dermine consumption has abated. 


Through the roof 

Meanwhile, the housing market—another 
prop for consumer spending-appears 
brisk. Sales of existing homes rose 6.1% in 
October. But the signals on the market are 
mixed. According to the National Associa- 
tion of Realtors, the median home price 
rose 9.8% in October, the fastest rise since 
1987. But the Office of Federal Housing En- 
terprise Oversight reckons the apprecia- 
tion in house prices is beginning to stall. 

High house prices are a burden for 
some Americans (see page 38); but a source 
of relief to many more. Either way, they 
surely cannot continue to soar. According 
to economists at Goldman Sachs the ratio 
of house prices to rents and income is 
10-15% above its long-term average. This is 
a higher premium than existed at either of 
the two previous property-market peaks 
of the past 25 years. 

Look at all these indicators together 
and the picture is one of resilience rather 
than strong recovery. America's economy 
has yet again confounded the pessimists 
who expected it plunge into recession, but 
it has yet to offer much support to the opti- 
mists who predicted strong growth. The 
legacy of the bubble years—slack capacity 
in swathes of American industry and debt- 
laden consumers, justifying their spend- 
ing by looking at house prices—will still 
give the faint-hearted plenty to fret about, 
even as they queue up to get something for 
their grandparents. m 


John Kerry 
Where's the smile? 


WASHINGTON, DC 


A presidential candidate from central casting who needs to lighten up 


HESE days, plenty of leading Demo- 

crats are dipping their toes in the water. 
John Kerry, the junior senator for Massa- 
chusetts, is wading in thigh-deep. On De- 
cember 1st Mr Kerry announced that he is 
forming an "exploratory committee", 
which is a fancy way of saying that he is 
running for the presidency. Two days later 
he travelled to Cleveland, Ohio, to outline 
his plans for the economy. 

Mr Kerry is placing himself at the centre 
of the Democratic Party. In his speech in 
Cleveland he announced that he would 
roll back George Bush's plans to cut taxes 
by $1.35 trillion over ten years. It is unfair to 


give so much money back to the rich, he ar- 


gued; itis also imprudent to tie the govern- 
ment's hands when expenditure is so un- 
predictable. But he eschewed traditional 
Democratic calls for more spending; he 
prefers short-term tax breaks to stimulate 
the economy. 

He has also produced a centrist mixture 
of ideas on the subject he knows most 
about: foreign policy. He has criticised Mr 
Bush for letting rhetoric, as he sees it, get 
ahead of strategic thinking on Iraq. But he 
has also criticised the administration for 
its failure to send American troops into 
Tora Bora, a failure that may well have al- 
lowed Osama bin Laden to escape. 

Mr Kerry's strongest card as a presiden- 
tial candidate is the fact that he is a much- 
decorated veteran of the Vietnam war. A 
president who spent the Vietnam war in 
the Texas Air National Guard, presumably 
defending the Lone Star State from possi- 
ble bombing by Oklahoma, can hardly im- 
pugn the patriotism of a gunboat officer. 
Yes, Mr Kerry voted against the first Gulf 
war. But he is hardly a peacenik, having 
supported sending troops into Bosnia, Ko- 
sovo, Panama, Somalia and Haiti. 

Add to his military credentials a tower- 
ing frame, an impressive head of hair, a 
lantern jaw and decent debating skills, and 
you almost have a presidential candidate 
from central casting. Mr Kerry neverthe- 
less suffers from some big disadvantages. 

The most obvious is that he is a Massa- 
chusetts liberal in an age where presidents 
tend to come from the south and the west. 
Mr Kerry began his political career as Mi- 
chael Dukakis's lieutenant-governor, and 
has spent the past 18 years as Ted Ken- 
nedy's junior colleague. He has distanced 
himself from leftish orthodoxy on things 
like teacher tenure. But he rapidly retracted 
his criticisms of affirmative action under 





As cheerful as he gets 


pressure from black groups, and he takes 
the Massachusetts line on gun control and 
the death penalty (he is for the first and 
against the second). 

Mr Kerry's other big problem is his per- 
sonality. His critics usually cite two things. 
The first is his upper-class background. Mr 
Kerry comes from a posh family (his mid- 
dle name is Forbes, albeit with one "f"); 
and his wife, Teresa Heinz, has a personal 
fortune of more than $600m. 

The second is unseemly ambition. As a 
schoolboy, he was not displeased to be 
called “JFK”. During the anti-Vietnam-war 
protests, which he joined after serving 
bravely in the war, he once made a public 
gesture of flinging his medals on the steps 
of the Capitol. It later turned out that he 
had borrowed somebody else's medals to 
make the gesture. 

On reflection, neither of these traits 
seem disqualifications: politics has always 
been a game for self-promoters, and Amer- 
icans seem to like electing toffs. Mr Kerry's 
real "personality problem" is that he 
seems so cold and aloof. His brow is per- 
petually furrowed. He almost never 
smiles. To be fair, Abraham Lincoln made 
rather a good president without being able 
to smile. But in modern times Americans 
have tended to like their presidents to be 
able to grin a bit. Can the Democrats really 
afford to send a dour Massachusetts liberal 
to do battle with an affable Texan? m 
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Boston's Roman Catholics 
Dear Lord, can it 
get any worse? 


Yes: next, bankruptcy 


HAS been a fearful year for Roman 
Catholics in Boston. Ever more ghastly 
revelations of sexual abuse by priests have 
been followed by ever more ghastly rev- 
elations of inaction by the church hierar- 
chy. This week the archdiocese at last re- 
leased 11,000 pages of records showing 
thatit allowed abusers to continue to work 
as priests well into the 1990s—long after 
the “reformation” of its ways that Cardinal 
Bernard Law claimed had taken place. 
Now the archdiocese may make history by 
declaring bankruptcy. 

There is no shortage of assets. The 
church's property is said to be worth at 
least $1.3 billion, and even that figure does 
not take account of hundreds of acres of 
undeveloped land. The problem is ready 
cash. Charitable giving and church collec- 
tions have unsurprisingly dropped, and 
the annual cardinal's appeal did poorly. 
The archdiocese has had to cut its $25m op- 
erating budget by a third, hurting poorer 
parishes and many church programmes. 
Its banks are cutting credit; its insurers are 
balking at paying settlements. 

One charm of bankruptcy is that it 
would put litigation on hold. The 450 law- 
suits against the archdiocese would be sus- 
pended. Thomas Bean, a local bankruptcy 
lawyer with Nutter, McClennen & Fish, 
thinks it could set a new time-frame: it 
would cram all the lawsuits into a single 
claim, limit lawyers' fees and possibly 
make way for a settlement fund, similar to 
that used by victims of asbestos. 

For Cardinal Law, bankruptcy would 
mean no more legal predispositions where 
he has to answer awkward questions. But 
it would plainly be a humiliating first for 
the Catholic church, and one that the cardi- 
nal could sanction probably only with the 
pope's blessing. Bankruptcy would re- 
quire the church to disclose its financial re- 
cords to the public. And it would leave a 
bankruptcy judge—a layman-in charge of 
the church's finances. 

"Canon law defers to civil law," ex- 
plains Father John Coughlin, a law profes- 
sor at St John's University in New York. But 
there are complications. Any expenditures 
above $3m have to be approved by Rome. 
Under civil law, the property belongs to 
the Roman Catholic Archbishop of Bos- 
ton, but under canon law it is listed as be- 
longing to the local parishes. The diocese 
claims that it owns the land in trust for the 
parishes, so it cannot be sold off. 

The cardinal is said to have hired a pub- 


à sins, , EP 


a, Pps "t Li oe 
"ro ES 
Lu 27» Ag , "T ad 


> ek m - 


lic-relations firm to help sell the bank- 
ruptcy idea to the public. Its efforts to do so 
are likely to meet much scepticism, par- 
ticularly after this week's revelations 


about the non-reformation. The papers re- 


vealing that failure also showed that some 
priests were drug abusers, rapists, or had 
had affairs with female parishioners. Even 
the most dutiful Catholic may be nervous 
about giving money to a bankrupt entity 
(moral and otherwise). 

The victims' lawyers argue that even 
talking about bankruptcy is a ploy to keep 
down the level of settlement pay-offs. The 
Dallas diocese, with the Vatican's backing, 


Offshore oil drilling 
Plugged 
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threatened bankruptcy in 1997 when it 
was hit by a $119m jury award to victims of 
sexual abuse by clerics. The victims 
readily agreed to a $31m award to avoid the 
bankruptcy courts getting involved. The 
Boston victims are considering walking 
out of the settlement negotiations. 

If Cardinal Law does opt for bank- 
ruptcy, it will still be possible for the vic- 
tims to sue both the cardinal and the Vati- 
can. Whether a court can order the Holy 
See to cover the archdiocese's liabilities 
would depend on the church's corporate 
structure. And that, like so much else, is 
shrouded in the wrong sort of mystery. 8 
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California's greens turn purple. Two 
dozen oil platforms in the Santa Barbara 
Channel have been pumping out crude 
oil since the 1950s. Environmentalists— 
and, when it comes to offshore oil, that 
includes most Californians—hate them: a 
blowout in 1969 tarred 30 miles (48km) 
of coast. Hence the cheering for a unani- 
mous judgment by the region’s federal 
appeals court on December 2nd, which 
makes them the last of their kind. 

The court upheld California's claim 
that it has the right to review 36 leases 
for offshore oil-exploration before the 
federal government extends them. The 
leases cover 324 square miles of ocean 
north of Los Angeles: crucially, they all 
lie more than three miles off the coast 
(where states have less sway than the 
federal government). The oil firms say 
there may be 1 billion barrels of oil avail- 
able. But without further extensions to 
their leases, which California’s Coastal 
Commission would be sure to deny, 
they do not have time to pump it up. 

The ent of the Interior first 
tried to extend the leases, most of which 
ran out in 1999, under the Clinton ad- 





Not a permanent fixture 





ministration. It argued in court that the 
extension of leases lay outside Califor- 
nia's jurisdiction, since it was merely pa- 
perwork and had no direct environ- 
mental impact. Once the firms apply for 
the right to drill, a separate a al pro- 
cess would potunder very. in white 
state would have a say. 
Gray Davis, the governor of Califor- 
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states’ rights. Earlier this year the federal 
government bought out offshore leases 

in Florida where Jeb Bush was up for re- 
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the lease-holders, to work out some such 
buy-out, but has had no reply. Califor- 
nia, unlike Florida, has drawn a share of 
the $1.25 billion revenue from the leases, 
and Ms Norton would like it to help pay 
the firms for giving up the drilling. Cali- 
fornia, which has a $21 billion deficit, 
reckons it does not have to. So far the 
courts have backed the golden state. 
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Affordable housing 





The roof that costs too much 


CHICAGO 


A problem for poorer Americans that most voters prefer to ignore 


DAC SS a and apple pie are still 
fine, but the thing many Americans 
relish most these days is owning their own 
home. Two in three homes are owned by 
their occupants, and the lowest mortgage 
rates in three decades keep the numbers 
rising. But this does not suit everybody. 

There have long been cities, such as San 
Francisco and Boston, which lure in so 
many members of the ever-growing mid- 
dle class that poorer people get priced out 
of the housing market. Now the problem is 
national. According to a report by Harvard 
University, house prices have been jump- 
ing ahead of incomes in most of America's 
big cities (see chart). Eight of the 50 biggest 
metropolitan areas have seen prices rise by 
nearly a third in real terms since 1997. The 
national rate for mortgage foreclosures is at 
a 30-year high, with Indiana, Ohio, Missis- 
sippi and Utah to the fore. 

The Department of Housing and Urban 
Development (HUD) defines “affordable 
housing" as a home which costs less than 
30% of a family's income, in either rent or a 
monthly mortgage. When households pay 
more than 30% they tend to skimp on other 
necessities, such as health care. Janet 
Smith, a professor of urban planning at the 
University of Illinois, reckons that 38% of 
all the renters in the Chicago area—more 
than 180,000 households-are in this 
squeeze. So are nearly a quarter of the 
area's home-owners. These are not just the 
familiar poor. A lot of teachers and nurses 
are struggling (see table). 

Some people blame the housing bur- 
den in part for other social ills—everything 
from children doing badly at school to traf- 
fic-jammed roads. Unless the housing pro- 
blem is addressed, claims Julia Stasch at 
the MacArthur Foundation, America will 
waste money on other social programmes. 

No doubt the housing boom is un- 
sustainable, and prices will eventually ad- 
just themselves to incomes. But that will 
take time. So affordable housing has be- 
come a political issue. Mayor Thomas Me- 
nino of Boston has championed it at the 
Conference of Mayors, which he currently 
heads (but his solution is apparently to 
bring back rent controls, which in the end 
is no solution). California's voters have 
just approved a $2.1 billion bond issue to 
subsidise the provision of cheaper homes. 

Such schemes usually involve cities 
requisitioning land—often run-down areas 
where factories or public-housing devel- 
opments once stood—and handing it over 
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to housing associations or public trusts 
which, because they get the land cheap, 
can build homes and rent them out at be- 
low-market rates. The trouble is that de- 
mand generally swamps supply: in cities 
like Washington, Dc, there have been com- 
plaints of Sovietlength waiting lists. The 
obvious way to mop up some of the de- 
mand-more high-rise, high-density apart- 
ment blocks-is opposed by people who 
own houses nearby; many neighbour- 
hoods have zoning laws to prevent this. 






Another problem is that few countries 
offer such generous tax breaks to home- 
owners as America does. The Chicago 
area's population has increased by 11% 
since 1990, according to Ms Smith; but the 
number of rented homes has dropped by 
3%. Jim Houlihan, the Cook County asses- 
sor, successfully pushed for lower taxes on 
rented property. Unfortunately, most of 
the city’s new jobs are in its northern sub- 
urbs, which are protected by zoning laws; 
most of its cheaper housing is in the south. 
If people live a long way from their work, 
business suffers, the transport system 
creaks, and the environment (think of 
those car fumes) takes a beating. 

Anorganisation called Metropolis 2020 
estimates that the Chicago area will need 
another 352,000 homes by 2020. But 
many neighbourhoods are suspicious of 
anything labelled “affordable housing”, 
often assuming that it means public hous- 
ing (which they rightly or wrongly asso- 
ciate with racial minorities, drugs, gangs 
and violence). It is true that cheap housing 
projects do tend to be built in poorer areas. 
One of the biggest in the country is a $1.6 
billion scheme in Chicago: the city is 
knocking down some of its nastiest public- 
housing projects, including the notorious 
Cabrini Green. But the 25,000 new units it 
is building in their place are divided be- 
tween public housing, subsidised homes 
and market-rate ones. 

Some people argue that the federal gov- 
ernment should step in—by creating a Na- 
tional Housing Trust Fund to help build 
cheaper homes; by altering the tax system; 
by making the Federal Housing Associa- 
tion more efficient. But HUD's boss, Mel 
Martinez, has told the mayors that "the sol- 
ution will not come out of Washington". 
He wants the private sector and non-profit 
organisations to take the lead. 

In the end, it may be true that the only 
answer is to allow the building, or renova- 
tion, of a lot more cheap housing. But 
many middle-class voters do not want that 
in their communities. "Most Americans 
don't think there's a housing problem," 
says Nicolas Retsinas of Harvard. Most 
homeowners are still happy with rising 
prices. Affluent baby-boomers will proba- 
bly ignore the problem until their children 
decide that it is cheaper to stay with mum 
and dad than pay a fortune for their own 
homes. And by then the property market 
will doubtless have crashed. m 
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NEE underestimate George Bush’s ambition. Back when he 
was a mere shrub in Texas he succeeded in turning a small 
victory in his first race for governor into a resounding triumph in 
his second. Now he is well on the way to doing exactly the same 
thing on a national scale. Work is well advanced on both next 
year's budget and his state-of-the-union address. The president's 
staff are casting around for a big idea to galvanise his domestic 
agenda for the next couple of years—perhaps even adding 
individual-investment accounts to Social Security. 

The Republican Party now thinks it is close to replacing the 
Democrats as America’s majority party. In 2004, the talk is not 
just of a second term for Mr Bush but of expanding the party’s 
majority in the Senate (the Democrats are defending more vul- 
nerable seats). Some obvious things could still get in the way: a 
disastrous war in Iraq, or a severe downturn in the economy. But 
a more subtle threat could come from the party's business wing. 

How could business be a problem? The president has hardly 
made a secret of his belief that the business of America is busi- 
ness. He stuffed his cabinet with the sort of people whose first re- 
action to news of some tycoon's obscene retirement package is 
to wonder why they hadn't fixed so luscious a deal for them- 
selves. Mr Bush spent his first two years in office delivering tax 
cuts and "regulatory roll-back" to the industry lobbyists who 
hang their hats in Washington's K Street. 

And isn't the lesson of Enron that Mr Bush is immune from 
corporate scandals? The oil-and-gas company sprang from the 
heart of Bush country. "Kenny Boy" Lay was a close personal 
friend of the Bushes, and his minions played a leading role in de- 
signing the administration's energy policy. The public's reaction 
to the infamous corporate scandal that hastened the stockmark- 
et's collapse? They exempted Mr Bush from blame, and voted for 
Republicans the first chance they got. 

But K Street could nevertheless end up hurting Mr Bush with 
the K-Mart crowd. The most obvious problem is the growing 
temptation to over-reach. The trouble with lobbyists is that their 
appetite only grows with the eating—as anyone who visits Mor- 
ton's steak-house or any of the other temples to gluttony around 
K Street can testify. The Republicans celebrated last month's tri- 
umph by fast-tracking several K-Street favourites: exempting 





older coal-fired plants from new anti-pollution rules, and mak- 
ing it easier to open national forests to logging and drilling. 
The lobbyists’ biggest coup has been the revision of the | 
Homeland Security Bill. One new provision allows companies | 
that have registered overseas to escape American taxes when. | 
they get contracts with the department. A second provision frees | 
companies that make faulty anti-terrorism equipment (such as | 
bomb detectors and gas masks) from liability to prosecution. A | 
third restricts the liability of drug companies that produce small- | 
pox vaccines. A fourth tries to shield Eli Lilly from lawsuits seek- | 
ing billions of dollars for families of autistic children. And there | 
is more of this sort of stuff to come. Last month the lords of the | 
pharmaceutical industry—who spent $35m on the two most re- | 
cent elections—went into a huddle to plan their next demand. 
Now, some of these things are more nuanced than they ap- 
pear; and a few other corporate lobbying campaigns, such as the 
one for a simpler tax code, may even be downright healthy. But 
in politics appearances count, and this sort of thing spells danger 
for a president who is reaching out to voters of the middle 
ground. Most swing voters, particularly women, put the envi- 
ronment high on their list of concerns. And Mr Bush surely 
needs to be holier than the pope on security issues. It is hard to 
ask Americans to make sacrifices for the sake of national secu- 
rity if you are handing contracts to companies that refuse to pay - 
taxes. And itis a bit rich to claim that defence is your over-riding - 
priority if you apparently let your fellow Republicans doctor the 
Homeland Security Bill for the benefit of a big drug firm. : 
But the biggest problem with K-Street conservatism is that it 
puts producers in front of everybody else. There was a time- 
when conservative Washington was full of Adam Smith enthusi-- 
asts who solemnly intoned that good government must promote ` 
competition, not hand out favours to cronies. But most of those 
young Reaganauts have long since taken the lobbying industry's 
dollar. Now the talk is of commerce, not competition. | 
The Republicans' incestuous relationship with the business 
establishment has blunted its enthusiasm for corporate reform. 
The collapse of Enron and WorldCom revealed serious struc- 
tural problems: too much power for imperial executives, too few _ 
independent directors, too little concern for shareholders’ rights. _ 
But the White House still seems to think that the scandals were - 
about a few bad apples rather than rotten branches and roots. = 


K Street v K-Mart SES 
Mr Bush has proved remarkably adept at dumping his business © 


cronies when they become bothersome: Kenny Boy rapidly be- | 


came Ken Who? But so far the only restraining order the Republi | 
cans have put on K Street has to do with money. Tom DeLay and | 
Trent Lott, the heads of the House and the Senate, have told lob- | 
byists to stop dividing their largesse between the two parties; 
now the Republicans should get 90% of the pot. E 
So far the Democratic Party has been startlingly inept at mak- 
ing an issue of Mr Bush's corporate connections. But you cannot.: 
build an enduring Republican majority on the assumption that 
the other side will remain incompetent for ever. Mr Bush should 
remember that even Al Gore, perhaps the most unattractive 
presidential candidate since Richard Nixon, managed to win 
5im votes with a populist campaign that pitted the people 
against the powerful. It is by no means impossible that a more at- 
tractive populist, perhaps North Carolina's John Edwards, may ` 
still be able to twist K Street conservatism into a winning issue. 8 | 
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When push comes to shove 


CARACAS 


Once again, oil workers are joining a general strike. Will the army follow? 


UTSIDE an office building in eastern 

Caracas belonging to the state oil cor- 
poration, Petroleos de Venezuela (PDVSA), 
isa small patch of grass with a flagpole and 
a plaque. The plaque commemorates "the 
actions of those who defended with pas- 
sion the principles and values that sustain 
the national oil industry", the mainstay of 
the country's economy. 

This is "Meritocracy Plaza". Its name 
commemorates the casus belli of the oil 
strike of April this year, when managers 
and workers alike objected to President 
Hugo Chavez's placing of his own men on 
the board of ppvsA. That stoppage led 
within a week to the president’s tempo- 
rary removal from office, after 19 demon- 
Strators died and the armed forces ceased 
to support him. 

The events of April underscored that if 
the president wished to cut short his politi- 
cal life, he had only to alienate oil workers 
and the armed forces, preferably simulta- 
neously. But the real question is whether 
those who have little or no faith in Mr Cha- 
vez will dare to stand up to him. 

Tuesday, December 3rd was the second 
day of Venezuela's fourth general strike in 
12 months. As usual, the strike was only a 
partial success. Its formal aim was to per- 
suade Mr Chavez to agree to early elections 
in some form, as a means of resolving 
peacefully the bitter political conflict that 
has polarised the country. The president 
hasruled out anything sooner than a recall 


referendum late next year. 

The opposition, however, seemed to 
have painted itself into a corner. Pressure 
from below, combined with the presi- 
dent's provocative behaviour (such as at- 
tempting to seize control of the Caracas po- 
lice force), pushed it to strike at a bad time. 
Shopkeepers hardly want to close their 
doors in December, just before the Christ- 
mas boom. The oil industry, with no big 
internal ructions going on this time, at first 
joined in only slowly. The government, it 
seemed, could sit back in relative comfort 
and wait for the strike to crumble. 

Then, in the early hours of Tuesday, 
armed men broke into the house of Juan 
Fernandez, the best-known of the PDVSA 
management dissidents. They held him 
and one of his daughters at gunpoint, 
robbed him and told him, he says, "that 
they had been sent to kill me." Not unnatu- 
rally, Mr Fernandez and his fellow dissi- 
dents called an open-air meeting in Meri- 
tocracy Plaza to protest. 

A few hundred peaceful demonstra- 
tors, including children, heard the oil man- 
agers give some rather inflated figures 
about the impact of the strike on fuel sup- 
plies. They waved their flags, blew their 
whistles and chanted. And then along 
came a National Guard riot squad, 
equipped with quantities of tear-gas 
which they dispensed without warning. 
Journalists who asked questions were 
gassed, shot at with plastic bullets and hit 
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with the flat edge of the blunt swords the 
guardsmen carry. And in a trice the strike 
organisers had the momentum-and the 
excuse—to extend the strike for another 
day and call street demonstrations. 

Some opposition radicals blocked the 
nearby motorway and set fire to a dust- 
cart. The National Guard brought out its ar- 
moured cars and fired more gas and plastic 
bullets before being suddenly, and inex- 
plicably, withdrawn. Meanwhile, hard- 
line leaders of the president's Fifth Repub- 
lic Movement (MvR) made back-to-back 
speeches on state TV, arguing that the as- 
sault on Mr Fernandez was a put-up job 
and that the opposition was implement- 
ing a “terrorist plan” to overthrow the gov- 
ernment with support from abroad. 

When asked why the National Guard 
had used disproportionate force, Mr Cha- 
vez said such decisions were taken at “an- 
other level". The government's pretext was 
that the ppvsa building lies inside one of 
eight "security zones" in the capital, where 
demonstrations require permission from 
the defence ministry. The opposition re- 
gards the zones as illegal and unconstitu- 
tional, and the government has some- 
times chosen not to enforce them. 

It was hard to avoid the conclusion that 
Mr Chavez, once again, was pushing the 
opposition into a confrontation. If the 
strike becomes indefinite, the president 
can more easily dismiss its organisers as 
“fascists, terrorists and coup-plotters”, 
representing “minority groups”. As 
Wednesday turned into Thursday, tanker 
loadings were increasingly delayed and, 
on one company tanker, the crew refused 
to let the vessel proceed. But the unknown 
factor, as ever, remained the armed forces. 
The logic of confrontation implied an es- 
calation of violence. Just how far along 
that road the military men would accom- 
pany the president was anyone's guess. a 
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Colombia 


An olive branch 
of sorts 


BOGOTA 
When a ceasefire is offered by an 
outlaw, can he be believed? 


E IS a self-confessed murderer, a fugi- 

tive and the figurehead of the coun- 
try's vicious paramilitary groups. Yet Car- 
los Castano has offered an olive branch to 
his country: an indefinite unilateral cease- 
fire by his factions, which began on De- 
cember 1st. 

Not so long ago Mr Castano was pro- 
mising that his United Self-Defence Forces 
of Colombia (Auc), which have grown 
rapidly over the past decade and number 
around 8,000-10,000, would never lay 
down their arms until Colombia's left- 
wing guerrilla armies, the ELN and the 


Mexico's budget 
No trolley needed 


MEXICO CITY 
Just a fairly large pocket 


TES Mexican government's budget 
proposals for 2003 are now going 
through Congress. Nothing very un- 
usual about that: except that, by com- 
parison with previous budgets, this one 
has shrunk—by about one foot and ten 
inches, or 56cm. Mexico's legislators 
now have a handy, 450-page single-vol- 
ume summary of the budget to consult, 
containing a crisp synopsis of each de- 
partment's aims, main spending plans 
and performance targets. 

The budget used to come in only 
one format: multiple volumes. The 
2002 budget, considered slim at the 
time, took up two feet of shelf space, 
not counting three boxes of supple- 
ments. Congressmen were given their 
own trolleys to cart the thing around. 

There was a point to the old budget 
format, of course. Javier Bonilla of 
Quantica, an economic consultancy, 
describes the old system as a "strategy 
of disinformation by volume". Since 
few legislators could take the time to 
read it, and even fewer could under- 
stand it, governments could avoid fi- 
nancial scrutiny. 

In any case, like the old Soviet bud- 
gets, few congressmen doubted that the 
whole thing was mostly fiction any- 
way. Large parts may still be; but the 
new budget format has nonetheless 
been welcomed as a small but signifi- 
cant part of President Vicente Fox's 
drive to make Mexico more modern. 
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If Castafio behaves, perhaps they won't extradite him 


FARC, did the same. The paramilitaries 
fight both these groups, often with low- 
level co-operation from Colombia's legiti- 
mate armed forces. Now the AUC says it 
wants immediate dialogue, crop-substitu- 
tion programmes to curb cocaine produc- 
tion, and even such sugary gestures as à 
handover to UNICEF of child combatants. 

This offer has come about after secret 
contacts, mediated by Catholic bishops, 
with President Alvaro Uribe's govern- 
ment. Unlike his predecessor Andres Pas- 
trana, whose peace efforts took place in 
front of the television cameras, Mr Uribe 
has proceeded extremely quietly in all con- 
tacts with the country's powerful illegal 
factions. With the 18,000-strong FARC, he 
has admitted that he would like some kind 
of humanitarian exchange to free the guer- 
rillas’ kidnap victims. With the 5,000- 
strong ELN, the weakest of the armed 
groups, contacts continue in Cuba. But the 
offer from the Auc is the most eye-catch- 
ing and concrete so far. 

Previous governments have been un- 
willing to grant any kind of political status 
to Mr Castano and his sort. But the AUC's 
military and financial might-it is inanced 
in large part by drug trafficking-give it de 
facto political power, and Colombia's con- 
gress has also removed rules that limited 
negotiations to official political bodies. Mr 
Uribe has said he will not talk to any 
armed group until hostilities cease. So far, 
though, his government has given no pub- 
lic response to the AUC ceasefire. 

Why the Auc's change of heart? Mr 
Castano, a relentless self-publicist in re- 
cent years, has often outlined a vision of 
his future as a non-outlaw. This year he 
stepped aside from the Auc's military 
leadership, at least nominally, and ap- 
peared to push the group towards a break 
with drug-trafficking. In September, the 
United States demanded his extradition 
on cocaine-trafficking charges. By seeking 
a ceasefire, the Auc is hoping Mr Uribe 
will suspend legal action against its lead- 
ers, as Mr Pastrana did for FARC leaders 
during their failed peace talks. 

Colin Powell, the American secretary 


of state, who visited Mr Uribe on Decem- 
ber 4th, says the United States is waiting to 
see whether the Auc-listed in Washing- 
ton as a proscribed terrorist group-really 
begins to talk seriously about disarma- 
ment. In any case, much ground needs 
covering before negotiations could begin. 
Itis not clear how the government could fi- 
nance the disarming and retraining of 
AUC soldiers, unless it were to press many 
combatants—some of them of proven bru- 
tality—into legitimate military service. The 
state could not fill the vacuum in areas the 
AUC claims to have “liberated”. And many 
splinter paramilitary groups would love to 
take over the drug-smuggling business and 
the black market for petrol. Even if the 
AUC Offer proves serious, it will be only 
one step towards curing Colombia's ills. ss 


Canadian health care 
Prescription for 
change 


KITCHENER-WATERLOO, ONTARIO 
Is Roy Romanow's report what Canada 
needs? 


ROUND 300,000 people live in Kitche- 
ner-Waterloo, a fast-growing city bus- 
tling with insurance companies and IT 
firms. The city's central hospitals reflect 
this growth, with new facilities springing 
up for cancer and cardiac care. But hospital 
administrators have many worries: tight 
budgets, too few doctors, rising drug costs, 
and long waiting times for elective treat- 
ment and sophisticated diagnostic tests. 
Such concerns are heard across the 
country. Canada's health-care system is 
not yet at breaking point like Britain's Na- 
tional Health Service, nor does it have 
America's runaway medical inflation and 
millions of uninsured. But Canadians 
worry that their taxation-based, "single 
payer" system will not be able to deliver 
good care for all who need it in future. 


This week, politicians were busy mull- » 
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> ing over “Building on Values: The Future of 
Canada's Health Care System", the final 
analysis and recommendations of Roy 
Romanow, Canada's one-man health-care 
commission, who was appointed by the 
prime minister last year. Roughly C$15m 
($10m) later, Mr Romanow has concluded 
that both the health of Canadians and 
their medical system compare favourably 
with other countries, but that more 
money, and considerable structural 
change, are required to make the most of 
changes in modern medicine and to level 
the playing field between Canada's richest 
and poorest provinces. 

Although “medically necessary" hospi- 
tal care and physician services are paid for 
by the state, more than a quarter of all 
health-care spending in Canada-for such 
things as out-patient prescription drugs 
and home care after hospital-comes from 
private pockets. Mr Romanow wants to 
change this, and has suggested bringing 
some forms of home care under the public 
umbrella. He also suggests the payment of 
a C$1 billion-a-year transfer to help Ca- 
nadians pay for "catastrophic" drug ex- 
penses, as well as extra money to boost ac- 
cess to health care in rural areas, reform the 
delivery of primary care and improve the 
provision of fancy diagnostics such as MRI 
scanners (see chart). Mr Romanow recom- 
mends a more systematic approach to or- 
ganising waiting lists, as well as the cre- 
ation of a national Health Council to 
monitor the performance of the system 
and sort out the staffing problems. 

All this, he reckons, will require a rise in 
federal funding from around C$8 billion 
today to roughly C$15 billion by 2006. This 
would raise the federal share of spending 
to 25% after years of decline, which left the 
hard-pressed and increasingly grumpy 
provincial governments to pick up the bill. 
But it is not clear how much the federal 
government will agree to provide. 

The prime minister, Jean Chrétien, has 
called a meeting of provincial premiers for 
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January to thrash out what to do about the 
report. It is likely to be a noisy affair. On- 
tario, Alberta and Quebec are already un- 
happy. Conservative critics, such as Ste- 
phen Harper, the leader of the Canadian 
Alliance party, have lambasted the report 
for rejecting a greater role for private health 
care. Mr Romanow sees little benefit either 
in more private spending on medicine, or 
in private for-profit provision of care. 

Despite this, several provinces, notably 
Alberta, are already pushing ahead with 
for-profit diagnostic centres and clinics. 
Getting them to toe the Romanow line will 
not be easy. But as Raisa Deber, a health- 
policy expert at the University of Toronto, 
points out, the strongest selling-point of 
Mr Romanow's report is not his largely 
sensible proposals, but the fact that he 
spent 18 months listening to the views of 
ordinary Canadians. Politicians may not 
like what he has to say, but public pressure 
will ensure they listen closely. m 


Brazilian politics 


The fun stops here 


RIO DE JANEIRO 
Political scrapping, and inflation, rear 
their heads again 


OR Luiz Inácio "Lula" da Silva, these 

have been glorious days. He disburses 
autographs, blows kisses from balconies, 
and drives his bodyguards to despair as he 
plunges into one adoring crowd after an- 
other. And why not? Just the other day, 
this woolly leftist was the nightmare of the 
financial world. Now the Brazilian cur- 
rency and bonds have rallied, and talk of 
imminent debt default has faded. 

Yet the fun won't last. Well before he 
takes over on January 1st, Lula is feeling the 
weight of office. Electoral allies are snarl- 
ing over plum cabinet jobs, unions are 
pushing for a hefty minimum-wage in- 
crease, and state governors are clamouring 
for debt relief. Worse, inflation is back. 
Consumer prices are rising by 10% a year, 
the worst rate since 1994. 

Perhaps to prolong his brief honey- 
moon, Lula has hit the road. In his first offi- 
cial excursion as president-elect, he swung 
through Argentina and Chile early this 
week and will call on Mexico next. These 
are friendly nations with which Brazil has 
long enjoyed cordial if drowsy relations. 
Lula wants to perk things up by reviving 
Mercosur, the ailing South American trade 
association that nearly collapsed under 
the dead weight of the Argentine econ- 
omy. He will end up in Washington, where 
he may have to answer questions about 
his repeated blasting of America's efforts 
to create a pan-American free-trade area as 





"annexation". 

Meanwhile, he has been very slow to 
name his cabinet. The task is not easy. 
With the PT controlling just 18% of Con- 
gress, Lula must patch together a broad rul- 
ing coalition. Every invitation to join the 
cabinetis also a snub, and every snub a po- 
tential defection. “Assembling the Brazil- 
ian ministry is one of the most delicate 
tasks of political engineering there is,” says 
Mailson da Nobrega, a former Brazilian fi- 
nance minister. But for all the intrigue, 
most of the top jobs are likely to go to PT 
potentates, who could get the nod by this 
weekend. The Central Bank post may take 
longer, and will almost certainly fall to a 
man with proper market-friendly creden- 
tials. Lula has made it clear that he does 
not want Arminio Fraga to stay. 

Jose Dirceu, the PT president, is likely to 
be Lula’s chief of staff. As a former student 
rebel, he spent part of the 1970s exiled in 
Cuba and the rest living clandestinely in 
Brazil (thanks to a facelift and a spook's dis- 
cretion) until a political amnesty was de- 
clared in 1979. He fixed his face, dumped 
his wife and child, and plunged back into 
politics. He helped found the PT in 1980, 
and then, when things went awry, set out 
to reinvent it, reaching out to the business 
community and muscling the party mili- 
tantes into the political middle. 

The top tip for the finance ministry is 
Antonio Palocci, the youngish former 
mayor of a city in Sao Paulo's farm belt, 
who now headsthe transition team. Mr Pa- 
locci is big, amiable, whiskered, and like 
Lula speaks with a disarming lisp. But he 
has won praise for his prescriptions for 
Brazil's economy: low inflation and a hefty 
primary budget surplus for now and, in 
time, reform of taxes, labour laws and the 
money-losing pension system. “The Brazil- 
ian economy is a ship, not a speedboat," he 
said last week. "We can't expect any 
abrupt turns." For a country still struggling 
for ballast in the world markets, that may 
be just the right course. 8 
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The pressure on Iraq 





Inspecting, squeezing, threatening 


CAIRO 


With Iraq half-bending under the strong-arm tactics of America and the United 
Nations, the Arab world holds its collective breath for the next stage 


S THE fasting month of Ramadan ends, 
and the December 8th deadline for 
Iraq to disclose its weapons programmes 
nears, anxiety is mounting in the Arab 
world. Western pressure on Saddam Hus- 
sein's regime, both physical and verbal, 
continues unabated. Those who are apply- 
ing the squeeze see Mr Hussein's wary co- 
operation with the Security Council as a 
vindication of strong-arm tactics. The Is- 
lamic faithful see Mr Hussein as a victim of 
American bullying. 

The UN weapons inspectors have been 
niggled at by the Iraqis for spying and by 
the Americans for being too soft. But on 
the whole the inspections have gone well, 
so far. Before the programme was sus- 
pended in 1998, Iraq had denied the in- 
spectors access to some sites on grounds of 
"national honour". Yet this week guards 
opened the gates to a presidential palace 
compound in central Baghdad with hardly 
a murmur. Inspectors visited a dozen 
other sites unimpeded, but have yet to ex- 
ercise further intrusive privileges, such as 
the right to use drones and helicopters, 
and the right to take Iraqi technicians out- 
side the country for interview. 

The more immediate test comes with 
Iraq's disclosure list. In another show of 
accommodation, Iraqi officials declared 
that they would produce the declaration a 
day early. The list, they said, would de- 
scribe their biological, chemical, missile 
and nuclear technologies, but would also, 


they insisted, confirm Iraq's contention 
that it has nothing to hide. 

Much hinges on this declaration. The 
Security Council's Resolution 1441 says 
that omissions or "false statements" 
would constitute a material breach of its 
rules, and therefore represent grounds for 
the use of force. Donald Rumsfeld, the 
American secretary of defence, said this 
week that "any country on this earth with 
an active intelligence programme knows 
that Iraq has weapons of mass destruc- 
tion." He added that if Iraq's declaration 
fails to satisfy, America would not neces- 
sarily wait for UN approval to strike Bagh- 
dad. His deputy, Paul Wolfowitz, trimmed 
this message a little when he told NATO 
ambassadors on Wednesday that Iraq's 
declaration would not, in itself, trigger a 
decision on military action. 

Yet the threat is there and, backing it up, 
America is pursuing a military build-up 
that has doubled its manpower in the re- 
gion since September to some 50,000, in- 
cluding at least 10,000 troops in Kuwait. 
Recent naval redeployments suggest that 
up to five of America's 12 aircraft carriers 
may be stationed around the Gulf by mid- 
December. Exercises to test a newly-in- 
stalled American command-and-control 
facility in Qatar are to be held next week, 
with Mr Rumsfeld in attendance. 

British and American aircraft, mean- 
while, continued their heightened patrol- 
ling, and bombing, of the so-called no-fly 
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zones that cover two-thirds of Iraq's terri- 
tory. Since September they have dropped 
over 1m leaflets warning Iraqi forces not to 
provoke them; they have also struck 20 
separate targets on 13 occasions since Iraq 
declared its co-operation with Resolution 
1441 in early November. This has 
prompted successive Iraqi complaints to 
Kofi Annan, the UN's secretary-general. 

The muscle-flexing has been matched 
by shows of diplomatic force. As the Brit- 
ish government released a report designed 
to remind the world of the Iraqi regime's 
past atrocities, it also pointedly invited 
Bashar Assad, until recently thought to be 
an Iraqi sympathiser, for the first-ever state 
visit by a Syrian president. The atrocities 
committed by Mr Assad's father are now, 
presumably, to be forgotten. 


Bargains with the neighbours 

Mr Wolfowitz flew to Turkey, a geographi- 
cally crucial staging post, to bargain for a 
bigger Turkish contribution to any future 
war effort. America's determination to en- 
list the Turks was underscored by promises 
of both financial aid and all-out support 
for Turkey's long-sought admission to the 
European Union. In return the Turks said 
that they would allow American troops to 
use their air space and facilities, but only if 
there was a second UN resolution endors- 
ing military action. 

Iran, another powerful neighbour, 
hinted that it would enhance co-operation 
with the country it used to call the Great 
Satan. It might provide its own intelligence 
on Iraqi weapons development, and 
might also give a green light for the Tehran- 
based Iraqi opposition to collaborate with 
any American plan for “regime change”. 

Iraq's third big neighbour, Saudi Ara- 
bia, was meanwhile put on the defensive 
by a barrage of accusations in Washington 


that it is soft on terrorism. Extricating itself » 
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pro quo, a stronger show of support for 
American policy towards Iraq. 

Quiet American diplomacy in Arab 
capitals also seems to be producing the de- 
sired result. This does not necessarily 
mean overt action to squeeze Iraq, which 
would be difficult given the Arab public's 
strong and undiminished hostility to 
American policy. Simple inaction may 
turn out to be good enough. For example, 
calls by Arab commentators for a con- 
certed offensive to stave off an American 
attack on Iraq have been met by a stony si- 
lence from Arab leaders. 

The only real comfort Mr Hussein is get- 
ting comes, oddly enough for a secularist 
whose regime has assassinated prominent 
clerics, from mosque pulpits. In a sermon 
delivered on November 29th before an es- 
timated 2m pilgrims gathered for the final 
Friday prayers of Ramadan, the imam of 
the Great Mosque at Mecca called on God 
to spare Muslims from "the evil of ty- 
ranny", by which he was assumed to mean 
the United States. And an on-line fatwa, on 
an Islamic website that is considered to be 
both moderate and mainstream, in- 
structed believers that to co-operate with 
America in attacking Iraq would be “a 
grave crime and a heinous sin". 8 


Jordan and its Palestinians 
The queen 
outmatched 


AMMAN 
Her demographic coup blown away by 
Jordan's indigenous tribes 


HOULD Jordanian women have equal 

rights with men to pass on their citizen- 
ship? Yes, ruled Jordan's government this 
week-unless they happen to be Palestin- 
ian. In the battle to keep their supremacy, 
Jordan's indigenous minority of East 
Bankers have launched a successful coun- 
ter-attack against last month's decree by 
Rania, their Palestinian-born queen, that 
mothers as well as fathers can pass their 
nationality on to their children. 

Newspapers run by East Bankers ac- 
cused the queen of using the cover of sex 
equality to naturalise hundreds of thou- 
sands of her Palestinian kinsmen in Jor- 
dan, and convert their homeland into 
Hashemite Palestine. If we do not stop the 
queen, they cried, we will be swamped. 
The Jordanian cabinet, bruised from last 
month's gun-battles with East Bankers in 
Maan, listened and backed down. No new 
rights to citizenship had been granted, 
they said. Applications for nationality 
would be treated on a case-by-case basis. 
Palestinians accused cabinet members, 
most of whom are East Bankers, of plotting 





Rania with her countrymen at heart 


to keep them second-class citizens. 

No Arab state has done more for the Pal- 
estinians than Jordan. The kingdom plays 
host to one of the world's largest con- 
centrations of refugees, and has given 
them more freedom and passports than 
any other country. Last summer, Jordan 
for the first time admitted that 43% of its 
5.3m citizens were of Palestinian origin. 
But hundreds of thousands more are esti- 
mated to reside in the kingdom on tempo- 
rary passports, with no right to vote, or get 
free treatment in government hospitals. 

Before the cabinet chipped away at the 
queen's decree, columnists had predicted 
that a wave of up to 250,000 Palestinians 
would gain citizenship. Thousands more 
would flood in as Palestinian girls with Jor- 
danian passports married their cousins 
over the river to spare them the miseries of 
Israeli military rule. 

In an attempt to soothe tempers, King 
Abdullah has carpeted his kingdom with 
billboards emblazoned with the slogan 
“Jordan First". Special courses are to be 
taught in schools inculcating a new na- 
tional identity. People, or so he hopes, are 
to be merged into a single stock, in which 
their origins, whether Palestinian or tribal 
Bedouin, would no longer count. 

The East Bankers are deeply distrustful. 
Some 80 years ago, they invited the king's 
great-grandfather to set up in their home- 
land, and for generations they have reaped 
the benefits. Today they ask how long the 
old rules will apply. A privatisation pro- 
gramme has boosted the fortunes of the 
Palestinian financiers who dominate the 
private sector. It has hit the poorer East 
Bankers, who have lost their jobs in failing 
state enterprises. Many have also lost their 
privileges: nowadays if a tribal big shot re- 
neges on his water bill, his supply is cut. If 
all the Palestinian-born were granted na- 
tionality, their land, they fear, would no 
longer belong to the Bedouin. m 


A dull and fuzzy 
campaign 


JERUSALEM 
The bipartisanship of a nation at war 


UOYED by his triumph over Binyamin 

Netanyahu in the Likud party primary, 
Ariel Sharon made a first, gentle stab at 
electioneering this week. “Our rivals", he 
told a party rally on December 2nd, were 
supported by "our enemies". In other 
words, the Palestinians would prefer it if 
Labour, now led by the doveish Amram 
Mitzna, defeated the Likud in the general 
election on January 28th. Mr Mitzna, he 
added sneeringly, had sought "letters of 
recommendation" from Arab leaders: a 
reference to a polite correspondence be- 
tween Labour's new leader and Egypt's 
president. 

Mr Mitzna for his part asserted that the 
prime minister was "the same Sharon as in 
1982", when he, a young brigadier, offered 
to resign his commission rather than con- 
tinue serving in the reckless invasion of 
Lebanon instigated by Mr Sharon, who 
was then defence minister.This failed to 
ruffle the determinedly courteous and 
grandfatherly Mr Sharon. The Likud's lead 
is so wide—41 seats in the 120-seat Knesset 
against Labour's 20 in one recent poll—that 
much of the drama seems to have fizzled 
out of the campaign. Many people believe 
that not only is the result a foregone con- 
clusion, but that the resuscitation of the 
still warm Likud-Labour unity coalition 
after the election is pretty much a done 
deal. Mr Sharon keeps saying that he 
wants it, and Mr Mitzna, significantly, has 
stopped saying that he doesn't. 

The flat campaign and the yen for unity 
reflect a blurring of formerly firm lines of 
dispute. Mr Mitzna's plan to withdraw 
unilaterally from Gaza within a year ap- 
peals to more than half of the public. And 
more than half of Likud voters say they ac- >> 
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> cept a Palestinian state. Mr Sharon himself 
spelt out his proposals for a "state" this 
week. But his concept of a fragmentary 
and unviable entity, covering about 40% 
of the West Bank and 70% of Gaza, is a far 
cry from what Mr Mitzna envisages. 

There is obfuscation afoot, some of it 
deliberate. When the ambassador to the 
UN voiced Israel's acceptance of two states 
living side by side, Mr Sharon's aides 
slapped him down. And the army chief of 
staff was quick to deny this week that he 
had told a Washington think-tank that 
most Israelis assume that most settlements 
will eventually be dismantled. 

Butitis not all double-talk. New realism 
among Likud supporters transcends se- 
mantics. And, on the left, there is broad 
support for harsh military measures 
against the Palestinians. The two intifada 
years have developed the dulled and fuzzy 
politics of a nation at war. 


He has done his best, they say 

How otherwise to explain Mr Sharon's re- 
markably high rating? People tell pollsters 
of their constant fear of terror, of their 
sharply worsened economic condition. 
They freely acknowledge that Mr Sharon 
has not provided the “peace and security" 
he promised two years ago. And yet, so 
many say, he is doing his best in a dire situ- 
ation not of his own making. 

Attacks like the two in Mombasa on No- 
vember 28th feed this atmosphere of bi- 
partisan togetherness. The one that par- 
tially succeeded, a suicide car-bombing of 
an Israeli-owned hotel, killed three Israeli 
tourists and ten Kenyans. But the one that 
failed—two shoulder-fired Strella missiles 
that just missed a full Israeli charter plane 
taking off from Mombasa- brought Israel 
face to face with mega-terror. 

Al-Qaeda, in an Internet message, 
claimed credit this week for the terrorism. 
Ephraim Halevy, Israel's national security 
adviser and until recently head of Mossad, 
Israel's secret service, gave warning on De- 
cember 2nd that were an act of this magni- 
tude to succeed, it would change Israel's 
policy and behaviour cataclysmically. 

Mr Sharon's own behaviour changed 
briefly during November 28th, which was 
also the day of the Likud's primary elec- 
tion. As the day waned, he panicked, re- 
alising that the shock of Mombasa, and 
also a Palestinian attack that afternoon on 
the Likud office in a northern Israeli town, 
were keeping the party faithful at home. 
His commanding lead over Mr Netanyahu 
threatened to shrivel. “Go out and vote, go 
out and vote," he bawled into the cameras 
at a hastily held press conference. In the 
event, just under half the Likud's 310,000 
members voted, and Mr Sharon won by a 
comfortable 1596. Pundits waxed furious at 
his abuse of his office for party-political 
purposes. But the old warrior’s Teflon- 
plated armour remains unmarked. m 
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Congo's bewitched children 
Sad little sorcerers 


KINSHASA 
Many of Congo's street children are 
fleeing accusations of witchcraft 


TREET life in Kinshasa, Congo's capital, 

is uncomfortable. The air is foul and hu- 
mid, like being licked by a pack of stray 
dogs. The squalor can be unnerving: a hu- 
man foetus was found in the trash last time 
the central market was properly cleaned. 
The city is so poor, and its government so 
corrupt, that even the man who fills in the 
same pothole each day on Lukusa Avenue, 
in exchange for tips from motorists, is regu- 
larly shaken down for bribes by the police. 
But perhaps Kinshasa's saddest sight is its 
army of under-age “witches”. 

By one estimate, there are 40,000 street 
children in Kinshasa, of whom 80% have 
been kicked out of their homes because 
their families thought they were witches. 
Such figures are, like most Congolese sta- 
tistics, unreliable. But the problem is un- 
doubtedly real. It is also relatively new. 
The Congolese used to blame their leaders 
for their horrific problems, but many now 
blame juvenile necromancy instead. 

With broods of ten commonplace, 
there are plenty of children to accuse. 
Death or disease in the family is often 
taken as evidence of sorcery. Failed crops, 
lost jobs and bad dreams also arouse sus- 
picion. Midway through last year, several 
hundred children were turfed on to the 
streets of Mbuji-Mayi, a mining town, after 
a sudden drop in diamond prices sparked 
fears that tiny hands were casting spells. 

Even relatively affluent Congolese 
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They call them witches 
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seem convinced of the evil powers of be- 
witched children. But the children them- 
selves plead innocent: they know what 
crimes they have been accused of but not 
why. Olivier, for example, a grubby nine- 
year-old with a blue plastic crucifix bob- 
bling against his belly, says he was accused 
of killing his mother with arps after he 
prayed by her death-bed. Ibrahim and his 
brother Yves, aged ten and seven, say they 
were fingered for the same crime, but sev- 
eral months after the event. They were 
sent to an aunt, who hardly fed them, and 
then took their skinniness as proof that 
they were witches. 

Belief in witchcraft is widespread in Af- 
rica. But the habit of blaming children is at 
odds with one of the most enduring and 
attractive features of Congolese culture: 
the extended family. Surplus children 
have traditionally been farmed out to 
wealthier relatives and friends. 

But as Congo has grown poorer, the 
system has come under strain. Alain and 
Ordey, pint-sized, urchin brothers, spent 
their earliest years in their grandfather's 
compound, surrounded by uncles, aunts 
and a crowd of cousins. Then, their grand- 
father fell ill and his business failed, five of 
their uncles died, and their mother be- 
came a prostitute and disappeared. Fi- 
nally, the boys’ grandfather pinpointed 
the culprits—and cast the boys out to beg 
and steal on Kinshasa’s streets. 

Congo’s rulers are too concerned with 
their own survival to spare a thought for 
the country’s homeless child sorcerers, but 
aid agencies in Kinshasa are now debating 
what to do about them. Not all aid workers 
treat the problem as a purely social one, 
however. A Congolese programme officer 
at one American agency says, “The biggest 
problem is knowing how to sort the real 
witches from the rest.” m 





c Globalisation: A Force for 
. Reducing World Poverty 
- By Michael Mosbacher 


















lobalisation — the increased integration 
of the world economy ~ is often accused 
| of worsening the condition of the poor 
i ‘developing countries. Multinational corp- 
ations frequently appear as villams in this 
scenario. The United Nations Human Develop- 
ment Report 2001 tells a rather different story. It 
shows that although much of the world still lives 
horrific poverty, the situation is Improving. 

Between 1975 and 1998, average real in- 
s in developing countries almost doubled 










mortality declined by more than 10 per cent. 
Despite a rising world population, the number 
of people living on less than $1 per day fell by 
120 million between 1993 and 1998, and by 200 
million since 1986. This represents the first 
absolute decline ever in the number of those 
- living in extreme poverty. 

: : Some might regard these reductions in 
poverty as trivial in view of the overall scale of 
; : the problem, but they are far from trivial to 
|. those involved. They can quite literally be a 
D matter of life and death. 

Us These improvements have not, however, 
ae occurred uniformly. To give just one indicator, in 
i - : 1960, average incomes in East Asia were one- 
c -fenth of those in the OECD countries. By 1998, 
* : | they had risen to nearly one-fifth of the OECD 
7 ^ level, even though OECD-country incomes had 





themselves increased massively. In Sub-Saharan 
Africa, on the other hand, incomes in 1960 were 













slightly higher than in East Asia — at one-ninth 
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of the OECD level. By 1998 they were just one- 
eighteenth of OECD average income. World 
Bank research from 2002 shows that the most 
significant factor explaining such differentials is 
the degree to which countries have been inte- 
grated into the global economy. East Asian 
countries, by and large, have successfully inte- 
grated into the global economy. Sub-Saharan 
African countries, by and large, have not. 
The only countries in 
which we have seen large- 
scale poverty reduction 

in the 1990s are ones 
| that have become more 
| open to foreign trade 
= and investment 

It is the countries that have integrated into 
the world economy (the “globalisers”) that have 
grown richer. Anti-globalisation protesters 
respond that GDP is not everything, and that 
globalisation has actually reduced living stan- 
dards and increased poverty and inequality. But 
the World Bank study shows that 'the only 
countries in which we have seen large-scale 
poverty reduction in the 1990s are ones that 
have become more open to foreign trade and 
investment’. This increased wealth has led to a 
fall in child labour and an increase in school 
enrolment. In the globalising countries, life 
expectancy, infant mortality, and under-five 
mortality have all improved rapidly. These 
figures are fast approaching those prevalent in 
the West as recently as the 1960s. 

The period of rapid globalisation since 
1980 has been marked by the first reduction in 
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global income inequality in more than 200 
years. Research shows that, within countries, 
there is no systematic relationship between 
increased integration into the world economy 
and rising inequality. In some of the global- 
isers, such as Malaysia and the Philippines, 
inequality of income has fallen. In others, such 
as Costa Rica and Vietnam, it has been stable, 
In yet others, especially China, inequality has 
risen, The Chinese example, however, shows 
that rising inequality is not necessarily a bad 
thing. The Chinese people used to be very equal 
in their poverty. Now they are somewhat less 
equal - and somewhat less poor. The decision 
to open up and globalise China's economy has 
undoubtedly benefited its people as a whole. 
The new opponents of globalisation are, 
at bottom, the old foes of economic freedom, 
wearing new hats and carrying updated protest 
signs. They do not offer new insights. Instead 
thev reheat long-discredited arguments, including 
those which portray multinational corporations 
in a negative light, ignoring their contributions to 
economic advancement and human progress in 
the developing world. Still, they have been 
remarkably successful at gaining media attention, 
and at putting the leaders of the wealthier 
countries and of major business enterprises on 
the defensive. But when we examine the data 
above, and ask — what is really making people in 
the developing world richer, healthier, and more 
free? — we have to ask: are the wrong people doing 
the apologising? 
Michael Mosbacher is Deputy Director of the 
Social Affairs Unit, a London-based policy 
research institution, This article is taken from his 


new book, Marketing the Revolution, available 


from wiwu.socialaffairsunit.org.uk. 











The European Union 


Eastward ho! 


BRUSSELS 


Ten would-be members can expect a welcome from the EU at a summitin 
Copenhagen next week. But what about Turkey? 


€6"T"HIS is a great moment,” insists 

Marek Grela, Poland's ambassador 
to the European Union. "It marks the final 
burial of the totalitarian era of the last cen- 
tury and a final end to the division of Eu- 
rope." The ambassador's insistence on the 
historic nature of the decisions the Euro- 
pean Union will make at its summit in Co- 
penhagen on December 12th and 13th is 
appropriate—but also slightly plaintive. It 
has taken almost five years of tortuous ne- 
gotiations to get to the point where the 
EU's 15 current members are at last almost 
ready to strike a deal to admit ten new 
ones: Poland, Hungary, the Czech Repub- 
lic, Slovakia, Slovenia, Lithuania, Latvia, 
Estonia, Cyprus and Malta. But the wide- 
spread assumption that the deal is all but 
signed has drained away much of the 
sense of occasion that would otherwise 
have attended the negotiations’ final 
stages. Attention is already straying to- 
wards a country whose membership of 
the ev is still far from assured: Turkey. 

The fact that a deal on EU enlargement 
is now so close is a tribute to both the 
determination of the candidate countries 
and the grinding efficiency of the EU’s ne- 
gotiating machinery. As little as two years 
ago, it seemed implausible that as many as 


ten countries would really sign a deal at 
the end of 2002, allowing them to join the 
club in May 2004. To get to this stage, both 
sides have had to cut their way through a 
thicket of thorny issues, from the free 
movement of labour and capital to the en- 
forcement of environmental rules and the 
regulation of state aid to industry. 


The small print 

In theory, the candidates are meant to im- 
plement all 80,000-plus pages of EU law 
immediately; and the EU is meant to grant 
the candidates all the rights of member- 
ship just as quickly. In practice, political 
and economic constraints on both sides 
mean that in a host of areas transitional 
deals have had to be struck. The EU's cur- 
rent members have insisted on an interim 
of seven years before there is fully free 
movement of labour, and ten years before 
the new members are eligible for the full 
range of farm subsidies. For their part, the 
candidates have been granted extra time to 
phase in the Eu’s burdensome environ- 
mental legislation. Each country has 
sought a range of concessions tailored to 
local sensitivities, from the Estonians' 
wish to continue shooting bears to Malta's 
insistence on banning the purchase of sec- 
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ond homes by foreigners. 
A week before the summit, there were 
still issues to be settled. The hardest con 
cerned money and agriculture, subjec 
closely related in the gu, which still spend 
over 40% of its budget subsidising farmer 
All the candidate countries were still in 
sisting that the Eu's offer on phasing in 
subsidies to farmers was not generous 
enough. An attempt by the Danes, who are 
chairing the final stage of negotiations, to. 
offer a more generous settlement had been 
knocked back by the Germans, the Un- 
ion's traditional paymasters, who are un- 
der growing financial pressure athome. 
Among the candidates, Poland is fig 
ing hard to get an increase in its quota fo 
milk production, arguing that its farm: 
will be bankrupted if the quota is set too 
low. And there are still small but delicate. 
local concerns. The Latvians, for instance, 
got a last-minute dispensation to catch un- 
der-size herring, a local speciality; the 
Czechs are still fighting hard over the geo- 
graphical designation of Budweiser beer, | 
Everybody agrees that it would be un- 
seemly if the great “reunification of Eu- 
rope” were to be overshadowed by ungra- 
cious last-minute haggling over money, let 
alone herring and beer. But it is now clear _ 
that some such delicacies, large and small; 
will indeed end up on the plates of the 
prime ministers and presidents assembled 
in Copenhagen next week. One Central 
European diplomat comments: "We'll 
need alittle bit of drama~—just to make sure 
that people are paying attention.” 
Last-minute dramas can get out of 
hand. But itis hard to believe that the sum- 
mit will end without a victory photograph » 
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* of thenew and enlarged Eu family. Onthe — France, Germany and the EU 


edges of the picture will be Romania and 
Bulgaria, two would-be members which 
have yet to complete negotiations but 
which are hoping to join the club in 2007. 
However, one big question will be over- 
shadowing the summit: Turkey. 

The Turks were first offered the prospect 
of eventual membership of the European 
club in the early 1960s, when the Central 
Europeans were still locked behind the 
iron curtain. The Eu has procrastinated 
and hummed and hawed. Every now and 
then eminent European politicians have 
decried the very idea of Turkish member- 
ship, the latest being Valéry Giscard d'Es- 
taing, a former French president now 
chairing a convention on the Evu's future. 
But the Turks have kept pressing for a date 
to start negotiations and their pleas are 
increasingly difficult to ignore. 

The sight of ten more countries about 
to jointhe Eu naturally puts Turkish claims 
higher up the agenda. And the United 
States, which, for its own strategic reasons, 
badly wants Turkey admitted to the Eu, is 
fiercely pressing the Europeans to let it in. 
The Turks themselves have pushed 
through a clutch of legal and political re- 
forms, for example abolishing the death 
penalty and easing restrictions on the 
Kurdish minority, which have gone a long 
way towards meeting the Eu's "Copenha- 
gen criteria" of minimal democratic 
norms that all countries must meet before 
they can begin negotiations to join. 

So what will the summit offer the 
Turks? Three possibilities are being dis- 
cussed: “a date", “a date for a date" and “a 
rendezvous". The Turks want a straightfor- 
ward date: a definite moment for starting 
negotiations. But they know that they are 
unlikely to get that, so their fall-back is a 
date for a date: the promise that if certain 
specified reforms are in place by a given 
moment-say, the end of 2004-negotia- 
tions will then begin. The Europeans are 
still toying with the idea of offering a 
vaguer commitment: a rendezvous at 
which both sides would meet again to as- 
sess progress at a later date. The Turks dis- 
miss this last option as meaningless. 

Quite what offer Turkey will get may 
not emerge before the summit. If the Turks 
accept the UN's peace plan for the divided 
island of Cyprus by the time of the sum- 
mit, their case may be irresistible. But even 
without a breakthrough over Cyprus, 
things seem to be moving Turkey's way. 
Even Mr Giscard d'Estaing's recent inter- 
vention may have worked to its advantage, 
by forcing European leaders to restate sup- 
port for eventual Turkish membership. 

Certainly the Turks themselves are 
sounding smoothly confident. "Giscard's 
statements are understandable," says a top 
Turk. “He’s of a certain generation still nos- 
talgic for a small, homogeneous EU. But 
that Europe has gone for ever." & 


The old motor revs up again 


BERLIN AND PARIS 


France and Germany are trying to get back into the EU's driving seat 


T ISN'T yet back to full throttle. But, sud- 

denly, the Franco-German motor that 
used to power the European Union is rev- 
ving up again, as a series of joint initiatives 
has lately shown. And Britain, whose dip- 
lomats briefly tried to make out that the 
initiative had passed to Tony Blair, is yet 
again in the back seat. 

Jacques Chirac and Gerhard Schróder 
are not as close as some of their predeces- 
sors. Even before Mr Schróder was elected 
chancellor in 1998, he had irritated the 
French president by urging that the Franco- 
German duo become a trio, taking in Brit- 
ain. At the EU's Nice summit in 2000, the 
pair fell out fiercely when Mr Chirac, rebut- 
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ting a German claim for greater voting 
weight in the Council of Ministers, offen- 
sively recalled the three German invasions 
of France between 1870 and 1940. And in 
the recent German election Mr Chirac 
ostentatiously backed Edmund Stoiber, Mr 
Schróder's conservative challenger. 

Even now, the two men have different 
views of the EU’s expansion, which France 
sees as strengthening German influence, 
though, dining together on December 4th, 
they did promise a joint position on Turkey 
and other enlargement issues at the com- 
ing EU summit. They differ about the Un- 
ion's future shape, Germany being more 
federally minded, France more careful of 
national sovereignty (though this week it 
made some gestures Germany's way). 
They differ on farm policy, Germany being 
the big payer, France the big recipient, of 


EU bounty. 

Yet the two reckon that if they do not 
work together the EU will stick in the mud. 
Hence the words of Mr Chirac's foreign 
minister, Dominique de Villepin, in Mar- 
seilles this week: yes, they have differ- 
ences, but what counts is “our determina- 
tion to overcome these... in the service of 
the European enterprise"—and, he could 
have added, of France's influence therein. 

The joint initiatives have come thick 
and fast. In a brief meeting before the Eu's 
Brussels summit in October, Mr Chirac 
and Mr Schróder, to British fury, agreed on 
farm spending: a ceiling, to calm the Ger- 
mans, fearful of the future members' de- 
mands, but no radical or early reform, to 
keep France's farmers sweet and so to 
avoid any French obstruction to enlarge- 
ment. Soon came a joint paper calling for 
flexibility in the EU’s notorious stability 
pact. Here there was a common interest: 
Germany is probably over the pact's bud- 
getdeficit limit-39; of Gpp-—already; 
France risks heading that way. 

Then came a joint paper to the EU's con- 
stitutional convention on defence issues. It 
suggested more co-operation (to be de- 
cided by majority vote), the creation of 
multinational forces with “integrated com- 
mand capability”, harmonisation of 
weapons planning and a European arma- 
ments agency. This was more striking, 
though likely to stay hot air. In terms of 
hardware, training and readiness, military 
or political, for action outside Europe, 
“European” defence has till now been a 
Franco-British affair, sealed at a bilateral 
summit at St Malo in 1998 and symbolised 
by talk of an Eu rapid-reaction force to 
which the two would be the big contribu- 
tors. Germany is cutting defence spending. 

Last week brought a joint Franco-Ger- 
man paper on justice and home affairs. It 
suggested an EU prosecutor's office, shared 
policies on migration, cross-border police 
investigations, and, not least, majority vot- 
ing on such matters. Soon to come is a pa- 
per on economic governance and tax har- 
monisation—a notion that rings still more 
alarm-bells, in London and elsewhere. 
More ideas will no doubt follow, as the 
two countries celebrate, on January 22nd, 
the 40th anniversary of the bilateral treaty 
that sealed their post-war reconciliation. 

Though they exchange tu and du, Mr 
Chirac and Mr Schróder do not much like 
each other; indeed, for all the Blair-Chirac 
spat in Brussels, both get on better with Mr y» 
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> Blair (who, via Paris Match, an illustrated 
weekly, has just sent the French president 
a vast verbal let’s-make-it-up bouquet of 
roses). But Britain, for all Mr Blair's less- 
than-secret longings, is outside the euro- 
zone; firmly for a firmly intergovernmental 
EU; and closer than other EU countries to 
American policy, especially on Iraq. 

De Gaulle once famously said that, 
forced to choose between Europe and the 
wide world, Britain would always choose 
le grand large. Even now, after it has been 
nearly 30 years inside the EU, many conti- 
nentals agree with Joschka Fischer, Ger- 
many's foreign minister, speaking in 1998: 
"Britain just doesn't know what it wants." 

In contrast, with the uncertainties of 
French “cohabitation” between a right- 
wing president and a left-wing prime min- 
ister over, and with both leaders due for a 
good few years in office, now is plainly the 
time to try cranking up that Franco-Ger- 
man motor again. Whether the conditions 
will ever be right again for the smooth ride 
of oldis still, however, open to question. m 


Turkey's secularism 


The dreaded 
headscarf 


ANKARA 


The generals find fault 


HE generals are sticklers for protocol. 
So when Bulent Arinc, the Turkish par- 
liament’s new speaker, from the ruling Jus- 


tice and Development Party (Ak), took of- 


fice late last month, the chief of the general 
staff, General Hilmi Ozkok, flanked by his 
top commanders, paid him the traditional 
courtesy call. It lasted just three minutes. 

The generals are the fundamentalists of 
Turkish secularism, and they are suspi- 
cious of AK, which has Islamic roots. But 
what exactly had the new speaker done to 
offend them? When he went to Ankara’s 
Esenboga airport to see off President Ah- 
met Necdet Sezer and his spouse Semra as 
they departed for Germany on a state visit, 
he took his wife with him. No problem. 
The problem was with Mrs Arinc's head: 
in keeping with Islamic tradition, she puts 
a scarf on it. Her scarved presence on an of- 
ficial occasion, say the pro-secular purists, 
was a deliberate AK provocation. 

By those standards, two-thirds of the 25 
AK ministers, including the prime minis- 
ter, Abdullah Gul, will need to keep their 
spouses out of the public eye. Emine, the 
wife of Recep Tayyip Erdogan, the AK 
chairman, is another scarf-wearer. So are 
their two daughters, who are now study- 
ing in the United States, because the scarf 
is banned at Turkish universities. Mr Gul's 


daughter, a student at Ankara's Bilkent 
University, is said to take off her scarf to go 
to classes. Other observant young women 
there evade the ban by wearing wigs. 

The headscarf debate symbolises the 
tensions between openly pious Turks and 
a vocal (and mainly elite) minority to 
whom the "turban", as they callit,is a sym- 
bol of Islamic fundamentalism which, 
they say, threatens not only Turkey's secu- 
larism but its European aspirations too. It 
was that sort of thinking that propelled Ke- 
mal Ataturk to urge Turkey's women to cast 
off their veils more than 70 years ago. Yet 
more than half still cover their heads, in 
one way or another. In much of rural Ana- 
tolia they do so out of tradition. But for mil- 
lions of migrants to big cities like Istanbul 
or Izmir, the headscarf is a symbol of their 
identity. 

"Aslongasthese women remained out 
of sight, on factory floors, it was OK," says 
Jenny White, an American anthropologist 
who spent seven years in Istanbul's work- 
ing-class Umraniye district studying the 
roots of political Islam. But as the new gen- 
eration began to attend universities it 
clashed with the secularists. The scarf “be- 
came a class issue. It has very little to do 
with Islam," says Ms White. 

Maybe. But the generals and the no less 
secularist judiciary remain unswayed. The 
pro-Islamic Welfare Party was banned in 
1998, as was its successor, Virtue, in 2001, 
in part because of their efforts to end the 
ban on the headscarf in government of- 
fices, parliament and universities. Presi- 
dent Sezer backs this secularist view. As a 
constitutional-court judge, he once over- 
ruled a government decree that would 
have allowed headscarves on campus. 

Mr Erdogan, who insists that his party, 
whatever its roots or its members' beliefs, 
does not have an Islamic agenda, appears 
to have got the message. "The headscarf is- 
sue", he declared last week, “is not among 
our government's priorities." 8 





Scarved fundamentalists? 


Sweden and the euro 


Persson goes for a 
referendum 


STOCKHOLM 
Selling the euro idea to Sweden's voters 
will take some doing 


RESH from re-election in September's 

general election, Sweden's prime min- 
ister, Goran Persson, has a new goal: to per- 
suade Swedes to abandon their national 
currency, the krona, in favour of the euro. 

Last week, in agreement with the lead- 
ers of the other parliamentary parties, Mr 
Persson set a date for a referendum on the 
issue, September 14th next year. The lead- 
ers will meet again later this month to de- 
termine—jointly, a lesson for some less 
democratic countries—the wording of the 
question, and how the rival campaigns are 
to be funded. 

To get a firm date was another victory 
for Mr Persson, who only recently man- 
aged to persuade his Social Democratic 
Party that its economic preconditions for 
adopting the euro had been meet. These 
are that Sweden's economy be in sync 
with that of euro-zone countries, wages 
moving stably, and public finances 
healthy enough to allow manoeuvre in 
case of an economic slowdown. 

Voters, however, are unenthusiastic. 
Polls now show the yeses and the noes 
running neck and neck; indeed one survey 
has put the noes in front, for the first time 
in 18 months. The Greens and the formerly 
communist Left Party, who usually help 
Mr Persson in parliament, are strongly 
against, and even his own followers are 
less keen than he is. Some ministers have 
openly expressed doubts, and one of his 
members of parliament claims that Social 
Democratic voters will mostly say no. 

The fear on the left is that Sweden will 
be forced to abandon not just its currency 
but its cherished welfare state. And, with 
no independent monetary policy, the only 
way to lessen wage pressures will be 
higher unemployment, the left argues. 
This worries Lo, the powerful blue-collar 
trade-union confederation. It wants a huge 
buffer fund set up, for use in a downturn. 

Backed by business and the main politi- 
cal parties, and offering dreams of lower 
prices and interest rates, the euro's pros- 
pects still look fair. But in Denmark, as 
Sweden's political elite well remembers, a 
pro-euro majority evaporated during a bit- 
ter referendum campaign in 2000. Events 
beyond Mr Persson's control could derail 
his plans. Swedes have a rich vein of scep- 
ticism about the Ev. And selling the al- 
leged economic benefits of the euro may 
not be easy: Sweden now has higher 
growth, less unemployment and stronger 
public finances than the euro-zone. 8 
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Italy's budget 


Rose-tinted 
economics 


ROME 
Italy's2003 budget hotchpotch has 
upset almost everyone 


Virgen optimism is among the 
most obvious, and to many Italians 
one of the most attractive, of the traits of 
Silvio Berlusconi, their prime minister. He 
can look nasty facts straight in the face and 
deny them. But the 2003 budget, now on 
its way through the legislature, is sorely 
testing his ability to keep smiling. 

Prime minister since mid-2001, he has 
always taken a rosy view of the economy. 
His government started by looking for- 
ward to growth of 3% a year. But the down- 
turn had already begun. A few months 
ago, the government still said it expected 
more than 2% this year. Now it says 0.6%. 

Modest enough? No. Confindustria, 
the bosses’ club, says 0.4%. Well, insists the 
government, things will perk up next year. 
Its budget calculations now depend on 
growth of 2.3%. No, says Confindustria: un- 
der 2%. The European Union puts growth 
at 1.8%, and predicts a budget deficit of 
2.2% of GDP, against the government's 
1.5%. Mr Berlusconi is crossing his fingers 
for upturns in the American and German 
economies—and for peace in Iraq. 

If his figures do have to be revised, Ital- 
ians can expect corrective measures in the 
first half of next year. But what stomach 
will Mr Berlusconi and Giulio Tremonti, 
the minister for economic affairs, have for 
raising taxes and cutting spending next 
spring or summer? They found it hard 
enough getting this budget through the 
lower house of parliament. The tax-and- 
savings package, worth €20 billion ($20 
billion), has left many Italians dissatisfied. 

The budget has reunited Italy's three 
trade-union groups, craftily split by the 
government earlier this year. Worse for Mr 
Berlusconi, it has turned Confindustria, 
once an ally, into an opponent. Up and 
down Italy, mayors and regional authori- 
ties of all parties are squealing: they will 
bear most of the €8 billion of cuts. Reduc- 
tions in cash for universities and research 
caused a row between Mr Tremonti and 
Letizia Moratti, the education minister. 
The poor south is to get nothing extra, 
while the Northern League, a fractious 
member of the government, has twisted 
Mr Tremonti's arm for more for suppos- 
edly poor northern districts. 

Mr Berlusconi has had to defend Mr 
Tremonti, a tax expert who seems happier 
ordering amnesties enabling people to 
bring back money illegally salted away 
abroad than assessing business cycles. AI- 
though the public-sector accounts of Ger- 
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many and France are now the EU's main 
concern, Italy's are basically more worry- 
ing. At almost 110% of GDP last year, its 
public debt is relatively much bigger than 
Germany's or France's. 

In sum, the government's economic re- 
cord looks shaky, and its ability to obey Eu- 
rope's rules is suspect. Its priority has not 
been the economy, says Enrico Letta, the 
centre-left opposition's economics spokes- 
man, but legislation on the criminal code 
(that is, in ways helpful to Mr Berlusconi 
and some of his friends). Meanwhile, he 
has yet to tackle such vexed issues as pen- 
sions. The budget in essence prescribes 
once-off measures to plug holes. 

Retreating from free-market economics, 
Mr Berlusconi's team is making noises 
about lifelines for troubled private-sector 
firms. The public sector may be asked to 
find money to save a factory in Sicily 
owned by Fiat. Mr Berlusconi's coalition 
won à clean sweep of the island's 61 seats 
last year and these MPs are threatening to 
boycott the budget. The agriculture minis- 
ter wants to bail out a tomato-canning 
firm. Mr Berlusconi's business skills have 
not done much for Italy's economy. 8 


The Prestige oil spill 


Spreading 


Spaniards quarrel, frigates sail and the 
EU does its best to slam the stable door 


BEGAN with a worn-out tanker; be- 
came a series of gigantic oil slicks as the 
Prestige tore apart, and ultimately sank, off 
north-west Spain; then, as the heavy fuel 
oil slurped ever more widely ashore, it 
brought disaster to that region's many fish- 
ermen. By this week it had become a flam- 
ing political row in Spain, and one of the 
rare events to prod the European Union 
into almost instant reaction. 

The Spanish row was mainly cat-calls, 
though it could have electoral effects. The 
media had rapidly discovered that Manuel 
Fraga, premier of Galicia, the region where 
the oil came to shore, had gone off on a 
shooting holiday—accompanied by the re- 
gion's environment minister, no less— 
some days after the trouble began. But the 
real fury was soon aimed at the central 
government, accused not just of early deci- 
sions that had spread the pollution much 
more widely than need be, but of having 
neither the will nor the equipment to pre- 
vent the oil reaching land, nor-the real 
complaint-to clean up when it did. While 
foreign ships sucked up the oil at sea, and 
even some Belgian troops helped clear it 
from the beaches, last Sunday a crowd put 
at 150,000 marched through Santiago de 


Compostela, Galicia's capital, calling for 
Spanish political heads to roll. 

The government-like Galicia's, run by 
the People's Party—hit back with abuse, 
denouncing its Socialist critics as "carrion- 
scavengers" trying to make party points 
out of a national disaster. One minister 
even hurled at them the “dirty war" waged 
against Basque terrorists by a Socialist gov- 
ernment in the 1980s. You don't under- 
stand democracy, bawled back the Social- 
ists, the Galician "nationalists" and their 
media allies. King Juan Carlos went to see 
the oil-covered beaches and the filthy 
clear-up for himself; the prime minister, 
Jose Maria Aznar, wisely didn't. 

The oil's effects went wide. As it spread 
down Spain's western coast and along the 
north, Portugal raised the alarm, and 
France did likewise for its own south-west 
around Biarritz. The Spanish and Portu- 
guese navies ordered a Russian tanker out 
of their waters. France sent a frigate to 
make sure one ancient vessel much like 
the Prestige stayed out of its. A similar an- 
tique, chartered by the same Russian oil 
company that had chartered the Prestige, 
was told not to enter the English Channel. 

In Brussels, the European Commission 
rushed out proposals to ban vessels built 
and laden like the Prestige—single-hulled 
and carrying heavy oil-from EU waters, 
within the next couple of months. It pub- 
lished a list of more than 60 ships that it 
considered suspect in themselves, and 
proposed penalties for negligence at sea. 
Suddenly, if more in theory than reality, a 
maritime-safety agency that has long been 
on the EU stocks was formally launched, 
as EU transport ministers met this week. 

There was just one snag, a familiar one: 
the ministers agreed to launch the agency, 
but were expected to drift, if not to run 
aground, with the other proposals. The 
European Commission proposes, but na- 
tional interests have the last word. 8 
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i; Why subversive thoughts are frowned upon in the would-be capital of Europe 





'ARLIER this year, Robert Kagan, an American historian, sud- 
a denly became a celebrity in Brussels, after he wrote an article 
or Policy Review, an American journal, arguing that Europeans 
and Americans have fundamentally different attitudes to the 
world. Americans, he declared, were “Hobbesians”, at ease with 
he use of force; Europeans were "Kantians", yearning for a 
world of perpetual peace in which all difficulties are settled by 
multilateral discussion. The article hit a nerve. Javier Solana, the 
European Union's foreign-policy chief, suggested that all his 
staff should read it. Chris Patten, his counterpart at the European 
Commission, wrote articles challenging the "Kagan thesis". Mr 
Kagan himself was invited to innumerable seminars.. 
- An arresting article appearing at the right time is always lia- 
ble to create a stir. But the Kagan thesis also made waves in Brus- 
sels for another reason. It was an example of the kind of 
iconoclastic analysis which, while quite common in Washing: 
.ton, is still very rare in Europe's self-styled capital. American 
-- think-tanks revel in sharp ideological conflict and their occu- 
pants strive, sometimes too hard, to come up with the next "big 
idea". Intellectual life in Brussels is different. An American aca- 
demic familiar with its think-tanks calls the atmosphere “almost 
Soviet. It is as if they are afraid to work on something, unless the 
commission has decided that it should be on the agenda." 

This may seem odd. After all the Eu is going through a pro- 
found political transformation: a common currency has just 
been created; ten new members are about to join the club; a con- 
vention on the future of Europe is under way, charged with writ- 
ing the EU a draft constitution. You might expect all this to 
provoke a ferment of debate in Brussels. On the contrary, the 
tone of policy debate is generally cautious and technocratic. You 
will have no difficulty finding a seminar on inflation-targeting at 
the European Central Bank, or the formation of a European bor- 
der guard. But the really fundamental questions tend to be 
avoided. The very novelty and fragility of much of what the EU 
is attempting seems actually to inhibit debate, rather than en- 
courage it. With rare exceptions—for instance, the recent sugges- 
tion by the chairman of the European convention, Valéry 
Giscard d'Estaing, that Turkey is by definition unacceptable as an 


EU member-senior policymakers in Brussels, and the think- 


tanks that surround them, do not like to rock the boat. | 


Brussels, of course, is not Europe. In EU countries you do en- 
counter real and fundamental debates about the direction of Eu- 
rope. The British have a lively, detailed and seemingly 
never-ending debate about the euro. France has seen a much 
more anguished and wide-ranging argument than most other 
EU countries about whether or not EU enlargement is a good 
idea. Various senior German politicians have long questioned 
whether Turkey should join. There are powerful Eurosceptic par- 
ties in Denmark, Sweden and even, these days, the Netherlands. 
Yet these debates and arguments seem to be quickly stifled when 
they are brought up at headquarters. One commission official 
comments: "You do get people with funny ideas arriving in Brus- 
sels sometimes, but they usually become house-trained pretty 
quickly." There are many examples of this process. Neil Kinnock, 
a former British Labour Party leader now vice-president of the 
commission, at one point in his career at home thought Britain 
should withdraw from the Eu. Otmar Issing, now chief econo- 
mist at the European Central Bank, used to be sceptical of the 
very idea of a single European currency. 

The tendency to "go native" in Brussels extends well beyond 
officials and academics. Even the Brussels press corps is a pretty. | 


“on message” bunch, as becomes evident when its members |. .- 
venture out of Belgium en masse. On a press trip to Sweden in |- 


2001, the Brussels scribes encountered a beast strange to them, 
Leif Pagrotsky, a cabinet minister—of a country that is a full zu 
member, after all-who seemed to be a Eurosceptic and who op- 
posed the idea of Sweden adopting the single European cur- 
rency. As the dinner conversation became increasingly heated, 
Mr Pagrotsky had a sudden insight: “I thought I was meeting - 
journalists,” he said, "but it turns out that you are missionaries.” - 
The power of the Brussels consensus means that the conven- 
tion on the future of Europe, whose duty it is to rethink the Euro- 
pean Union from first principles, is in fact conducting its debate 
within tight intellectual boundaries. The fiercest controversy is 
between the advocates of the community method" and the "in- 
ter-governmentalists", with the former intent on building up 
pan-European governmental structures like the European Parlia- 
ment and the commission, and the latter keener on fostering co- 
operation between national governments. Yet for all the heat 
that this debate generates, it is essentially an argument about dif- 
ferent routes to the same goal, closer European integration. There 
are one or two delegates who seem to be willing to delve a bit 
deeper, but they are generally regarded as either mad or bad. 


Can the EU connect with its people? 

Decrying the absence of Eurosceptics in the policy debate in 
Brussels is in some ways unfair. It is a little like asking American 
policy wonks to start all discussions by first questioning the right 
of the United States to exist. The European convention would 
doubtless be more representative if it included more of the al- 
most 50% of EU citizens who, according to the EU's own polls, 
would be either “indifferent” or indeed "very relieved" if the EU 
were to be scrapped. But it would also find it impossible to 
achieve consensus. The ability of Brussels to “house-train” new- 
comers is essential to creating the common assumptions that 
make agreement possible. But it also means that the European 
convention’s underlying goal, to end the lack of connection be- 
tween the EU and its people, is probably unachievable. That may 
become evident if and when a new constitution is tested in ref- 
erendums across the Union. @ 
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An uncertain giant 





Germany is plagued by a severe economic malaise and by uncertainty 
about its place in the world, says Xan Smiley 


T THE heart of Germany's old-new cap- 
ital, Berlin, a heady mixture of sym- 
bols confronts the visitor. Start with the 
Reichstag, restored as the unified nation's 
parliament: a ponderous Prussian hulk of 
a building with an awkward history, reno- 
vated and now capped with a delicate 
glass dome, proclaims a peculiar yet suit- 
ably mixed message of old solidity and ad- 
venturous novelty. 

Then look across to the Brandenburg 
Gate, a mocking reminder of Germany's 
division that until 1989 stood gloomily 
alone in the border wasteland near the site 
of Hitler's old bunker. Now that it has been 
restored, the horse-drawn chariot on top 
of the majestic gate seems poised to take 
off eastwards into territories soon again to 
fall within Germany's economic embrace. 

And the bunker itself, a place that most 
Germans would rather expunge from their 
capital, if not from their historical mem- 
ory? The country's leaders have coura- 
geously decided to erect, close to the site of 
the bunker, a massive and eerie memorial 
to a crime that must not be forgotten, how- 
ever normal Germany has now become 
and however blameless today's Germans 
are for the appalling crimes committed by 
their grandparents. 

On the face of things, Germany has fi- 
nally come out of its post-war shell. 
Twelve years ago it emerged united, sud- 
denly much more populous and with a far 
bigger economy than its chief counter- 
parts in Europe-although, by taking in the 


poor east, it became less wealthy per head. 
It now has 82m people, against about 60m 
each for France and Britain, which makes it 
the undisputed giant at the heart of one of 
the two richest continents in the world. 
The European Union has 370m people 
against America's 270m, and a combined 
annual GDP of $7.9 trillion against Amer- 
ica's $10.1 trillion. In little more than a 
year's time, if the 15-country EU expands 
as expected to take in another ten coun- 
tries, mainly in Central Europe, the Un- 
ion's population will rise to 460m. Hence 
the symbolism, once again, of moving 
Germany's capital in 1999 from the sleepy 
little Rhineland town of Bonn, a mere 
55km (34 miles) from the border with Bel- 
gium, to raucous, once-imperial Berlin, just 
Sokm from the frontier with Poland. 


Look east 
The shift in Germany's centre of gravity to 
the east has been accompanied by the de- 
parture of French, British and Russian 
troops from German soil, and by the reduc- 
tion of once-mighty Russia to the econ- 
omic weight of the Netherlands. More- 
over, the burgeoning European club of 
which Germany is the biggest member 
will soon embrace Poland and three Baltic 
countries that not so long ago seemed an 
integral part of Russia's empire. 

Yet just as Germany seems to be retak- 
ing its place at the head of Europe's top ta- 
ble of nations, there is growing concern (in 


Germany as well as abroad) about a “Ger- » 













"man malaise"—mainly of an economic 


- kind, but also reflecting uncertainty over 
‘how the country might play its part on the 


i -European and global stage. The chancellor, 


: Gerhard Schröder, recently won an ex- 
tremely narrow election victory, which he 
- owes partly to his decision to thumb his 
nose at the government of the United 
. States, a country whose friendship has 
been the cornerstone of German foreign 
policy for half a century. Germany's 
equally important post-war friendship 
with France has also fallen into disrepair, 
although efforts have recently been made 
to restore it. A third friendship, with Brit- 

, seemed to be taking root two years 
, but never quite flowered. 
In sum, for the first time since the sec- 
nd world war, Germany has given the 
pression of wanting to carve out a more 
dependent place in world affairs for it- 
lf—but it does not yet seem to have 
jorked out what to do with it. 
Germany’s economy remains easily 
iggest in Europe, larger by a third than 
's or France's. But the mighty Ameri- 
an economy is now five times as big as 
ian one, against 3.7 times in 1990, 
the gap is widening. For the past eight 
rs, the German economy has been the 
owest-growing in the whole of the Euro- 
pean Union, so in comparison with its 
peers it has lost ground (see chart 1). Re- 
cently, Germany has suffered the indignity 
of being formally reprimanded by the EU 
for letting its deficit get too big. 
^. True, in 1990 it was landed with the co- 
lossal financial burden—however wel- 
come politically—of absorbing a bankrupt 
country, the former communistrun Ger- 
man Democratic Republic. True, Ger- 
X many'sis an export-driven economy gasp- 


.. ing for breath during a world economic 
^. slump. But it is also stifled by a hugely re- 
. . Strictive and intrusive web of regulations, 

. and weighed down by one of the most ex- 


pensive, inflexible and protected labour 
forces in the world. 


Fading lustre 
- Many of Germany's greatest firms and in- 


stitutions are in trouble. All of its four big- 
gest banks-Deutsche Bank, HypoVereins- 
bank, Commerzbank and Dresdner 
Bank-require drastic and urgent restruc- 
turing. When in 1999 Germany committed 
itself to surrendering its beloved p-mark, 
„the symbol of post-war stability, in favour 

of a new European currency that now em- 
braces 12 out of the EU's 15 members, there 
was much talk about Frankfurt ousting the 
- City of London as Europe's financial hub 


(Britain having stayed out of the project. 
But in the past few years the DAx index of 
Germany's top companies has slumped 
even further than the stockmarkets in New 
York, London and Paris, and Frankfurt's 
much-vaunted Neuer Markt for high-tech 
shares, having lost 90% of its value in the 
past two years, is closing as a separate mar- 
ket early next year. In the past couple of 
years, Germany has been shocked by for- 
merly rock-solid companies going bust. 

Germany’s once well-regarded educa- 
tion system, too, has lost its lustre. When 
the oEcp last year published the results of 
its Programme of International Student 
Assessment (PISA) on the attainments of 
15-year-olds in 30 rich countries, Germany 
came an embarrassing 21st, suggesting, 
among other things, that the famously 
high quality of Germany's shop-floor 
workers may soon start to fall. 

Even standards of public morality and 
civic virtue seem to be declining. A few 
years ago a party slush-fund scandal tar- 
nished the name of Helmut Kohl after 25 
years at the head of the Christian Demo- 
crat party, 16 of them as Germany's chan- 
cellor. In the past couple of years a rash of 
scandals involving all the main parties has 
erupted. And note that Transparency Inter- 
national, a Berlin-based body that rates 
countries according to the cleanliness of 
their public ethics, puts Germany in 18th 
place in its latest league table, one rung be- 
low Chile. 

Most German politicians these days in- 
tone in unison that ^we need reform", but 
few seem to recognise how urgent and rad- 
icalit has to be if their economy is to regain 
its old fizz. Before the election in Septem- 
ber, neither of the two main parties-Mr 
Schróder's centre-left Social Democrats 
and Edmund Stoiber's conservative com- 








bination of Christian Democrats and their 
Bavarian sister party, the Christian Social 
Union-dared promote any ideas that 
mightrattle the country's comfortable con- 
sensus. In the eyes of Anglo-Saxon- 
minded free-marketeers, the Germans are 
simply in denial, their government "sleep- 
walking into stagnation". 


But why worry? 

Many Germans, on the centre-right as well 
as the centre-left, think their laisser-faire 
critics are exaggerating. Carpers have been 
saying much the same thing for decades, 
yet Germany remains a rich and comfort- 
able country that treats its old, its sick and 
its unemployed far more generously than 
does, say, America or Britain. "Germans 
live very well. We have a fantastic welfare 
system," said Alfred Tacke, a confidant of 
Mr Schróder in the economics ministry. 
“Our infrastructure is fantastic. Our work- 
ers have six or even eight weeks' holiday a 
year." The Americans, he says, work about 
25% more hours in a year. So what, he 
seems to be implying, if Germany drops a 
few placesin those league tables of growth 
and productivity? 

He has a point. For quality of life and 
protection of the weak, his country re- 
mains at the top of the league. Its welfare 
system is enviably generous. Its environ- 
mental and health standards are high. Its 
sense of civic virtue, despite that rash of 
corruption scandals, remains pretty solid. 
Public discourse is vigorous but dignified. 
Germany is an eminently civilised coun- 
try with a solidly entrenched democracy. 
It threatens nobody. The ghosts of Hitler 
have been laid as well as they can be. If 
compromise and consensus slow down 
growth but deliver civil serenity, then let 
us—say many Germans- pay the price. 

But the price could well rise. Some de- 
mographic projections suggest that, with- 
out net immigration on a grand scale, Ger- 
many's population could shrink from 82m 
today to about 60m, the same as France's 
and Britain's, within 30 years. That would 
make public pensions and health care at 
their present level unaffordable. 

In his first term of office, Mr Schróder 
started some reforms, albeit tentatively, in 
several important areas: taxation, labour- 
market law and pensions. But as election 
day approached, they slowed to a halt. As 
Mr Tacke observed, "Reformist pro- 
grammes don't win elections." Now that 
the chancellor is back in the saddle for the 
next four years, will he become more re- 
form-minded again? The first place to look 
for an answer is German politics. 8 








ri his narrow election victory, Mr 
Schróder has sorely disappointed his 
party's would-be modernisers and the 
dwindling number of businesspeople 
who think he can turn Germany's fortunes 
round. A hopeful early sign was his ap- 
pointment of Wolfgang Clement, until 
then premier of North Rhine-Westphalia, 
Germany's biggest Land (state), to run a 
beefy "super-ministry" for economics and 
labour. But his new team as a whole looks 
no keener to ram through radical reforms 
than the previous one. 

Mr Schróder's dismal post-election per- 
formance and apparent lack of stomach 
for forging boldly ahead have cast reform- 
ers into gloom. Many Germans who voted 
for him feel betrayed. Astonishingly, with- 
in two months of his victory, pollsters 
were already putting his Social Democrats 
14 percentage points behind the Christian 
Democrats and their Bavarian allies. 

In retrospect, the chancellor must con- 
sider himself extremely lucky to have held 
on to his job at all. In mid-summer, his 
chances seemed to be ebbing away. He 
had patently failed to keep the biggest pro- 
mise he made to the German people in his 
first term of office—that he would bring un- 
employment down from 4m (around 9% 
of the workforce) to below 3.5m. It did 
come down at first, but for the past year it 
has been hovering around 4m again. Last 
spring Mr Schróder's Social Democrats 
were running up to ten points behind the 
opposition, led by Edmund Stoiber, the 
worthy, socially conservative premier of 
prosperous Bavaria. 

The chancellor was saved by a string of 
what turned out to be lucky breaks, and 
squeaked home by polling just 6,000 
votes more, in an electorate of 61.4m, than 
the conservative combination of Christian 
Democrats and their Bavarian sister party, 
Mr Stoiber's Christian Social Union. The 
first break came with the terrible floods of 
August, when the Elbe river and its tribu- 
taries ravaged Saxony's heartland and 
other parts of the east. Mr Schróder seized 
the moment, using his fabled charm to per- 
suade the beleaguered easterners that he 
was their friend. He offered cash, comfort 
and a spirit of national solidarity. Mr Stoi- 
ber remained near-invisible. 
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Is Schróder losing his grip already? 


Mr Schróder's second break was the 
growing threat of war in the Middle East 
and the apparent readiness of President 
George Bush to fight Iraq. Today's Ger- 
mans are reluctant warriors, and the chan- 
cellor sensed that the mood was against 
the Americans. He may have genuinely 
believed, along with some other European 
leaders, that America's approach was 
wrong, even if it gota United Nations man- 
date, but to insult his country's most gener- 
ous and steadfast post-war ally was pa- 
tently self-serving. 

The third break was inadvertently pro- 
vided by the Free Democrats (FDP), Ger- 
many’s liberals, who might have made a 
coalition partner for either big party but 
seemed more likely to team up with the 
right. Earlier in the year, pollsters said they 
might pick up as much as 12-13% of the 
vote, a lot more than the Greens, Mr 
Schróder's often awkward partners in the 
ruling coalition. But Jürgen Móllemann, 
then a deputy chairman of the party and 
its boss in North Rhine-Westphalia, got 
embroiled in a row over his outspoken 
pro-Palestinian views and alleged anti- 








Semitism. This made many Germans 
queasy. Suddenly the prospect of the liber- 
als taking the foreign ministry, as they had 
done in several earlier coalitions, seemed 
fraught with risk. Liberal support slipped. 

At the same time, the Greens benefited 
from the popularity of their unofficial 
leader and Germany's incumbent foreign 
minister, Joschka Fischer, as well as from 
fears of war and ecological worries stirred 
up by the floods. On election day, they 
gained 8.6% of the vote against the liberals’ 
7.4%. With the two main parties finishing 
neck and neck, with 38.5% of the national 
vote each, that margin was just enough to 
ensure that the Greens would be a stronger 
partner for the centre-left than the liberals 
would be for the centre-right. 

Moreover, the defects of Mr Stoiber, the 
conservative challenger, became plainer 
as the campaign wore on. The then 60- 
year-old Bavarian Catholic, with his rasp- 
ing, schoolmasterish speech, came over as 
stiff and old-fashioned. He lacked his 58- 
year-old rival's easy rapport, relaxed man- 
ner and deep-throated eloquence. Despite 
his model family life, he got far fewer » 





women's votes than the four-times-mar- 
_ ried chancellor. And in eastern Germany, 
* Mr Schroder cleaned up. 
That Mr Schröder is a masterly cam- 
|. paigner and a shrewd tactician is not in 
_ doubt. He can also be courageous, as he 
- was when he sent German troops to Ko- 
sovo in 1999 and to Afghanistan last year. 
And he notched up some creditable 
achievements during his first four years in 
office. He introduced bold and sensible tax 
reforms, encouraged people to start mak- 
ing private pension provision, and gave 
mmigrants a better deal by making it eas- 
er for them to get German nationality. In- 
leed, by mid-term, Mr Schróder had be- 
gun to look good. The economy started to 
ep up and unemployment dropped. 





teady as she goes 

lut about 18 months ago Mr Schröder 
topped being bold and started to reinvent 
ümself as a helmsman with a steady 
andon the tiller. He gave new perks to the 
trade unions. When Germany’s economy 
yegan to dip again, he seemed at a loss; 
then, last spring, he asked Peter Hartz, an 
ld friend from his days on Volkswagen’s 
supervisory board, quickly to draw up are- 
port on improving the labour market. In 











July Mr Hartz suggested a number of sensi- 
ble ways to get more people into work, 
which Mr Schréder promptly embraced. 
The trouble with Mr Schréder is that he 
is a pragmatist, not a radical reformer. He 
enjoys power, but he also likes to be liked. 
His earlier reputation as a moderniser 
rested largely with his closeness to big 
business, particularly vw, when he was 
premier of the state of Lower Saxony. But 
he is also a creature of the cosy corporatist 
consensus that served his country so well 
in the early decades after the second world 
war. “We Germans do not believe in big 
bangs,” says one of his closest advisers. In 


particular, Mr Schróder does not believe in 
fighting against Germany's still-powerful 
trade unions, who are understandably re- 
luctant to loosen up the labour laws. 

To be fair to him, if the conservatives 
had been returned to power, they would 
probably not be doing much better. After 
all, it was conservative governments, as 
much as centre-left ones, that have been 
responsible over the years for Germany's 
high taxes and the steady rise in its labour 
and social-security costs. Mr Stoiber him- 
self has a record of intervention and deal- 
making with companies and trade unions 
in Bavaria. Germany's only truly free-mar- 
ket party are the liberals, who in a coalition 
with the conservatives might have made a 
difference, but probably not much. 

But then Germans as a whole do not 
really believe that a crisis is afoot. Indeed, 
that was the message they conveyed by 
voting as they did in September. "We are 
not like Britain in 1979," is a regular refrain, 
usually followed by the assertion that the 
measures applied by Britain's then prime 
minister, Margaret Thatcher, would not be 
suitable for their own country anyway. In 
Germany, compromise and consensus re- 
main the order of the day. But can they still 
deliver the goods? @ 





AN this really be the country of the 
| Wirtschaftswunder-the economic 
miracle that brought burgeoning growth to 
- Germany from the end of the second 
world war to the mid-1980s? Since the 
-post-unification boomlet ended in 1994, 
~ growth has averaged only 1.6% a year, the 

lowest rate in the European Union; this 
year, says Wolfgang Clement, the new eco- 
|... nomics minister, the figure may be only 
|. 0.595; some government advisers predict 
even less. Foreign direct investment into 
Germany has been paltry, and virtually all 
of Germany's biggest firms are setting up 
plants abroad to make products more 
- cheaply. Bankruptcies this year are a third 
. up even on last year's record. 
... The hourly cost of labour in manufac- 
turing industry in western Germany, in- 
. cluding wages, social-security (including 
health) and pension contributions, is 13% 
more than in America, 43% more than in 
Britain and 59% more than in Spain, ac- 











cording to the us Bureau of Labour Statis- 
tics (see chart 3). Yet Germany’s once-ad- 
mired productivity no longer outstrips its 
main rivals’. And although Germany has 
increased its exports (and is still the 


insurance and other ancillary 
costs as % of total labour costs 





world's second-biggest exporter), those of 
other countries have grown faster. Its 
global share has dipped from 11.8% in 1992 
to an estimated 9.7% in 2002. 

When Germany agreed to swap its 
cherished p-mark for the euro, it hoped 
that the move would do its financial mar- 
kets a power of good. It didn't. Indeed, the 
country's banking system is now in crisis. 
In the past few months, Deutsche Bank 
and Dresdner Bank have announced lay- 
offs, of 14,500 and 11,000 people respec- 
tively. HypoVereinsbank, Germany's sec- 
ond-biggest bank, has watched its profits 
dwindle and expects to make loan-loss 
provisions of €3.3 billion for this year. Ru- 
mours of a liquidity problem have swirled 
around Commerzbank. 

A merger between Deutsche and 
Dresdner failed miserably two years ago, 
and the marriage of Dresdner to Allianz, a 
Munich-based insurer, has been a flop. 
Plans two years ago for Deutsche Börse, ^ — 











* which runs Frankfurt's stockmarket, to 
take over the London Stock Exchange 
ended in a mess, and Frankfurt's Neuer 
Markt for high-tech shares is to close soon 
after less than six years in business. Talk of 
Frankfurt taking over from the City of Lon- 
don as the hub of European finance has 
evaporated. Investment banking, in par- 
ticular, has floundered as its big banks 
have failed to consolidate or expand. "We 
completely missed the boat," says a lead- 
ing Frankfurt investment banker. 

The Germans have been dismayed sud- 
denly to find their firms vulnerable to hos- 
tile foreign raiders. The takeover two years 
ago of Mannesmann, an engineering- 
cum-mobile-phone giant, by a British firm, 
Vodafone AirTouch (as it was then called), 
was a heavy psychological blow to Ger- 
man corporate pride. Mr Schróder at first 
tried to resist the takeover but eventually 
accepted the inevitable. “Goodbye, Ger- 
many AG,” said Rolf Breuer, then head of 
Deutsche Bank. 


Bestriding the world or doing the splits? 
Two years ago, a German business jour- 
nalist, Werner Meyer-Larsen, wrote a book 
called "Germany Inc: The New German 
Juggernaut and its Challenge to World 
Business". A new era, he wrote, had 
started in 1998 when Daimler-Benz bought 
America's Chrysler, and he cited a number 
of other examples of German firms "think- 
ing big" and "going west". 

Deutsche Bank bought New York's 
Bankers Trust. Bertelsmann, a German 
publisher, bought Random House, the big- 
gest American book-producer. Holtz- 
brinck, the owner of some weighty news- 
papers, bought three leading American 
publishers. Hoechst, a Frankfurt chemicals 
company, teamed up with à big American 
rival, Marion Merrill Dow, before merging 
with its biggest French one, Rhóne-Pou- 
lenc, to become Aventis. Munich-based Al- 
lianz, Europe's biggest insurance com- 
pany, had already bought America's 
Fireman's Fund. And Europe's Airbus, in 
which DaimlerChrysler’s subsidiary, 
DASA, is a partner, had become Boeing's 
biggest competitor. 

But Mr Meyer-Larsen may have gota lit- 
tle carried away. For sure, the Daimler- 
Chrysler deal marked a striking interna- 
tional advance for German business. 
Daimler-Benz's boss, Jürgen Schrempp, 
the nearest thing to a business hero in Ger- 
many, seemed to be working wonders. But 
the business climate has got tougher, and a 
few years on several of those other link- 
ups look less triumphant. 
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VW's strength is its flexibility 


In any event, many of Germany's firms 
remain small by international standards. 
Of the world's biggest 500 companies in 
market capitalisation, 238 are American, 
50 Japanese, 36 British, 29 French and only 
21 German. 

One reason why Germany's biggest 
firms, such as vw, stand up to world com- 
petition is that they invariably have spe- 
cial deals to keep their workforces flexible. 
For example, the number of hours worked 
at Wolfsburg, vw's biggest plant, which 
employs over 50,000 workers, varies 
hugely according to the state of the market. 
At vw and elsewhere, millions of work- 
ers, in return for a shorter average working 
week, have been moving to new systems 
of "task fulfilment" rather than having to 
work a certain number of hours. 


Mittelstand mutterings 
The country's Mittelstand of small and me- 
dium-sized firms enjoys less flexibility. 
Many of these firms would love wage bar- 
gaining to be done at company level, 
not—as is usual—in nationwide bargaining 
with one of the giant trade unions. But 
most of the leeway, they feel, is on the 
other side. For instance, it is easy for work- 
ers to report sick, and they often do. The di- 
rector of one chamber of commerce notes 
wrily that illness strikes selectively: 7096 of 
the time, he says, on a Monday or a Friday. 
When workers are sick, they get full pay for 
six weeks. Mittelstand managers suggest 
that sick pay should start at 80% of the full 
wage, and drop with a prolonged absence. 
Another source of irritation is the right 
of any employee to move from full- to part- 
time employment, whether it suits the em- 
ployer or not. This discourages firms from 
hiring young women who might suddenly 
demand time off to look after a baby. Such 





provisions hit smaller companies much 
harder than big ones. 

Yet another Mittelstand gripe is that 
Germany's high income-tax rates hurt the 
Mittelstand more than bigger firms be- 
cause, being almost all family- or trust- 
owned, they tend to distribute profits in 
the form of higher pay. Mr Schróder's cut 
in corporation tax was more generous 
than that in income tax—yet another rea- 
son why many Mittelstanders complain 
that the chancellor is friendly to big busi- 
ness but instinctively hostile to smaller 
capitalists like themselves. 

Another big Mittelstand headache is 
raising credit. The big banks, they say, are 
unhelpful. The banks deny this, but the 
sort of Mittelstand companies they deal 
with tend to be at the top end of the scale. 
A score of companies that arguably qual- 
ify for the Mittelstand category (because 
they are unlisted, and owned by families 
or foundations) have a turnover that ex- 
ceeds €1 billion. These substantial Mittel- 
stand companies include such famous 
names as Miele (white goods), Behr (air 
conditioners), Stihl (chainsaws) and 
Trumpf (laser-cutters), which each have a 
turnover of between €1 billion and €2 bil- 
lion and employ between 5,000 and 
15,000 people. It is further down the lad- 
der that Germany's banking system is 
proving inadequate to satisfy the Mittel- 
stand's thirst for credit. 

Germans who prefer to be self-em- 
ployed so that they can avoid paying sala- 
ried workers' full social-security contribu- 
tions also complain that the dice are 
loaded against them. For example, lorry 
drivers who work on contract for a single 
company have been told that under new 
rules they count as part of the firm for 
which they deliver, adding 41% to the cost » 





* of employing them. As a result, a lot of 
- -freelance Polish truckers are now distribut- 
- ing goods at a cheaper rate, taking jobs 
— from their German counterparts. In a simi- 

lar vein, the director of Hanover's cham- 
-= þer of industry and commerce, Wilfried 
-> Prewo, points out how much harder it is to 
.. become a taxi-driver in Germany than, 
- say, in the United States. "Our logic is that 
you must always, if possible, be an em- 
ployee,"he sighs. 
Berthold Leibinger, the doyen of 
rumpf, a classic Mittelstand firm based in 
tuttgart, is another critic of restrictions 
hat hamper entrepreneurship. "The So- 
ial Democrats don't understand the role 
nd importance of the Mittelstand," he 
ys. " They're not pragmatic.” They're par- 
ularly hostile, he says, to people who in- 
ted. their firms. "We've become a 


ety-crazy nation," he says. "We need to 
e more risk-minded. It's unbelievable 
itin two generations we've moved from 
country that wanted to cover the world 
in business] to one thatis afraid of itself." 
According to an old joke among Mittel- 


standers, Bill Gates could not have made 
his fortune in Germany because itis illegal 
to turn a garage without a window into an 
office. Ah well, the jest goes on, Mr Gates 
would at least have ended up as.a senior 
manager in a big corporation. But no: large 
German companies rarely give good jobs 
to university drop-outs. 


Old-fashioned virtues 
With so much to complain about, how do 
so many German firms still manage to do 
so well? The answer lies in good old-fash- 
ioned hard work, efficiency, attention to 
detail and precision, pride and high stan- 
dards, particularly in engineering. In that 
respect, another part of the corporate tradi- 
tion of German business, the apprentice 
system, still works well: newcomers join 
firms at token pay, usually for three-and-a- 
half years, and spend a day or more a week 
undergoing formal training elsewhere at 
the expense of the state—and then, if the 
firm likes them, join as full-fledged and of- 
ten very loyal staff members. 

Many leading businessmen- including 


Josef Ackermann, the (Swiss) new Deut- 
sche Bank boss, Paul Achleitner, Allianz's 
(Austrian) chief financial officer, and Ger- 
hard Cromme, head of ThyssenKrupp's 
supervisory board—are known to be frus- 
trated by the German economy's over- 
regulation. Their calls for a less restrictive 
regime may gradually be heard. Many of 
the new wave of Germany's top business- 
men have had experience in the United 
States, and feel that degrees in business 
management (such as those now offered 
by the Stuttgart Institute of Management 
and Technology, and by the European 
School of Management and Technology 
founded in Berlin in October) should be 
much more widely available in Germany. 

“For the past ten years we haven't been 
moving," says Hans-Olaf Henkel, a former 
head of IBM in Germany and for a time a 
notably outspoken head of the Federation 
of German Industry (BD1). Like other go- 
ahead businessmen, he recites a litany of 
measures that would help to free the econ- 
omy but concludes gloomily: "The politi- 
cal willjustisn't there." & 





A OST analysts readily agree on whatis 
"A wrong with the German economy. 
st and foremost, the labour market is far 

00 sticky. Second, taxes and social-secu- 
rity contributions are too high and profits 
too low. Third, and not unconnected, so- 
cial-security payments, pensions and 
health-care arrangements are too gener- 
ous. And fourth, there is far too much red 
. tape. Frustrated businessmen often say 
_. that in English-speaking countries every- 
_ thing is allowed unless specifically forbid- 
den; in Germany, itis the other way round. 
7 Mer Schröder made a useful start on tax 
reform in his first term by cutting corporate 
taxes from 52% to 39%. He also initiated a 

¿© step-by-step reduction in income-tax rates, 
<= starting in 1998. The top rate was due to fall 
-> from 53% to 42% by 2005, though he de- 
cided just before the election to delay the 
latest scheduled cuts by a year, to help pay 
for flood damage. One of his more far- 
sighted reforms—which, to their shame, 
was opposed by the conservatives—was 
the abolition of capital-gains taxes on 
- firms selling their cross-holdings in other 
companies; this, it was hoped, would en- 















courage Germany's corporate giants 
(which tend to own chunks of each other) 
to unbundle themselves. But then markets 
started to plummet, so the sell-off has been 
slower than expected. 

One of the biggest strains on the wel- 
fare system is public pensions. On average, 
Germans retire at just over 60, earlier than 
people in most other rich countries, de- 
spite an official retirement age of 65. Pen- 
sions already swallow 12% of GDP. Com- 
pulsory pension contributions, paid 





half-and-half by employees and employ- 
ers, have just been raised from 19.1% to 
19.5% of gross wages. 

But things are set to get a lot worse be- 
cause the country is greying fast. Whereas 
currently there are two people of working 
age for every pensioner, on present trends 
there will be only one by 2035. Mr Schró- 
der's government last year enacted a bill 
that encourages people to take out private 
pensions, helped by a government sub- 
sidy. Starting this year, they can put 1% of 
their pay into a private account, rising to 
496 in 2008; but so far the take-up has been 
slow. That may be because, by most coun- 
tries' standards, state pensions remain ex- 
tremely generous. They now amount to 
70% of the net average national wage, but 
this is set to fall to 67%, using a new system 
of calculation, which will be the equiva- 
lent of only 64% under the old system. 
Workers will also be held to contributing 
for 45 years to draw their pension in full. 
The current average is 37 years. 

The costs of the health-care system, into 
which workers and employees jointly pay 


another 14% of gross wages, are also spiral- » — . 





Pensioners' paradise 


* ling out of control. The Social Democrats 
say they do not want a two-tier system, as 
in America, but accept that change will 
have to come. That may take the form of 
providing all workers with free basic 
health care but perhaps charging for ame- 
nities that have hitherto been taken for 
granted, such as generous supplies of 
medicine and instant access to specialists. 

Unemployment benefit too is proving 
costly when so many people are out of a 
job. Benefits depend on age, length of pre- 
vious service, family circumstances and so 
on, but at the top end of the scale a recipi- 
ent with one child can get 67% of previous 
net income (up to a maximum of €1,875 a 
month) for as long as 32 months. At the 
bottom end, a young jobless person who 
has never had a job or who has worked for 
less than two years is not entitled to any 
unemployment benefit at all—but may be 
eligible for (less generous) means-tested 
welfare assistance. 

The biggest need of all, though, is to re- 
duce unemployment itself, currently stuck 
at 9.8% by the Germans’ own seasonally 
adjusted measure (or 8.3% according to EU 
Statistics). That means at least 4.1m work- 
ers without jobs. The most vital need is to 
free up the labour market, in particular by 
making hiring and firing easier and by let- 
ting labour become cheaper. In some re- 
spects, Mr Schróder's government has ac- 
tually made matters worse in the past four 
years. For instance, it abolished the special 
status of low-paid workers in “DM630 
jobs" (now known as €325 jobs in the new 
currency), after the top limit on monthly 
earnings under this rule. Until then, em- 
ployers had to pay only a modest flat-rate 
tax on such jobs, and employees nothing 
at all. They still escape, but employers now 
have to pay 22% in social-welfare contribu- 





tions. The government also lowered the 
number of employees above which a com- 
pany is obliged to have a works council 
and give workers time off for its business. 

There had been hopes that Mr Schróder 
would continue with the liberalisation of 
Germany's restrictive shopping hours em- 
barked on in 1996, but opposition from 
trade unions, as well as churches, proved 
too strong. Since the reform six years ago 
shops have been able to stay open until 
8pm on weekdays and 4pm on Saturdays, 
but still not on Sundays, with only a few 
exceptions. If the rules were relaxed fur- 
ther, the sector could offer many more job 
opportunities (although small shopkeep- 
ers are strongly opposed to more liberal 
opening hours). 

The main hope for at least starting to re- 
form Germany's labour-cum-welfare sys- 
tem rests with the proposals to improve 
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the labour market made by Peter Hartz, a 
top vw manager. When these were pub- 
lished in August, Mr Schróder instantly 
promised to implement them in full. If so, 
Mr Hartz claimed, his measures would 
create 2m jobs within three years. That 
may be too sanguine, but they would cer- 
tainly make a difference. 


Take Hartz 

Mr Hartz's aim was not to change the la- 
bour market from the ground up-that, he 
said, was not his brief—but to make job 
placement more efficient, as well as to en- 
courage temporary and short-term work, 
which Germany's highly regulated system 
currently discourages. The trade unions, 
which in the past have been fierce defend- 
ers of the status quo, have broadly en- 
dorsed the Hartz proposals “in principle". 

The most controversial proposal is the 
creation of "personnel service agencies", 
to be run mostly by private temp agencies, 
which will take on people who have previ- 
ously been unemployed and hire them out 
as temporary workers. Those who reject 
an offer of employment from such an 
agency will risk having their benefits 
docked. 

Mr Hartz also tries to tackle the bottom 
end of the labour market to counter wide- 
spread tax evasion and create more legal 
jobs. One of his suggestions is for “mini- 
jobs" with private households, where peo- 
ple earning up to €500 a month will pay 
no tax or social-security contributions and 
the employers will make a flat-rate con- 
tribution of only 10%, an improvement on 
the old “DM630 jobs". Another is to give 
self-employed people tax incentives to set 
up companies (with a minimum of paper- 
work) known as "Me plc", which allow 
them to earn up to €25,000 taxed at a nom- 
inal rate of 10%, at the same time as collect- 
ing a state allowance that will gradually 
taper off over three years. Mr Hartz also 
wants to trim benefits for single people 
who refuse to accept a job simply because 
it would mean moving house. 

In general, his proposals put more of an 
onus on the job-seeker to explain why a 
job is unsuitable before the state will pro- 
vide him with welfare. All this will require 
a big change in expectations. The Hartz 
proposals would be an excellent first step 
towards labour-market reform, but some 
powerful trade unionists are beginning to 
grumble about the bolder of them. De- 
pressingly, in recent weeks Mr Schróder 
has started to back away from his promise 
to adopt the lot, and started to water some 
of them down. m 


Your car will warn you before 


In the future, this is one kind of trouble we'll be able to help you avoid. That's because we're developing 


technology that enables cars to recognize stop signs, speed limits, no passing warnings and other 
traffic signs. By alerting the driver to them in advance, the car can help prevent dangerous situations and 
traffic accidents. At DaimlerChrysler Research, we're developing these intelligent technologies today. 


For the automobile of tomorrow. 


To obtain more detailed information on the ‘Vision of Accident free Driving‘ visit www.daimlerchrysler.com. 
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HE figures still look dismal. More than 

a fifth of the east German labour force 
is out of work, if you include those on the 
government's short-term  job-creation 
schemes. Average wages are still only 77% 
of west German levels. Life in much of the 
"new Lünder", as the former communist 
eastis known, remains glum. The brightest 
and best of eastern youngsters still tend to 


. head west. The downturn in the world 
. economy has battered many new eastern 
companies. More recently, even nature has 
been hostile: the floods along the Elbe river 
. in August wrought damage now put at 
. €9.2 billion, most of it in Saxony. 


Even so, prospects in the east are, on 
balance, distinctly more hopeful than they 


were. Some parts of the region have 
. started to exude a new sense of purpose, 
confidence and creativity. Manufacturing 
. output has shot up. Clusters of automo- 
tive, electronic and high-tech industry are 


beginning to form, especially in Thuringia 
and Saxony, which were hubs of German 
industry before the second world war. 

Bernhard Vogel, the Christian Demo- 
cratic premier of Thuringia, says that it no 
longer makes sense to talk about eastern as 
opposed to western states. He points out 
that his capital, Erfurt, is actually further 
west than Munich, its Bavarian counter- 
part. Saxons and Thuringians are begin- 
ning to promote themselves as “Middle 
Germans"-as distinct from their poorer 
compatriots from Mecklenburg-West Pom- 
erania and Brandenburg, the Land that sur- 
rounds Berlin. 

Yet despite the vast dollops of cash and 
subsidies that have flown east, progress is 
slow. Since the end in 1995 of the construc- 
tion-driven boom that followed unifica- 
tion, the area's economy has grown at 
about half the (already snail-like) pace of 
Germany's western states. Last year the 
eastern economy shrank, and this year it 
probably stood still. 

Yet huge amounts of money continue 
toflow east. By the end of this year the tally 
of net transfers since unification will have 
reached about €800 billion, nearly twice 
this year's budget for the whole of Ger- 
many. Last year the east received net trans- 
fers of €75 billion. And Mr Schróder has 
agreed to a final "solidarity package", 


mainly to boost infrastructure investment, 
that will be dispensed from 2005 until 
2019, worth a total of €156 billion. All this 
is courtesy of German taxpayers, eastern 
as well as western, though the westerners, 
being richer and much more numerous, 
are stumping up the vast majority of it. 


Buds of hope 

It would be an exaggeration to say that the 
east now presents the “blooming land- 
scapes" which Helmut Kohl, the chancel- 
lor atthe time of unification, unwisely pre- 
dicted in the first rush of euphoria; but 
progress has been immense. By virtually 
every material yardstick, life has im- 
proved. Rivers and air are incomparably 
cleaner. More than 800,000 new houses 
have been built since 1993, and the old cen- 
tral squares of just about every eastern 
town have been fastidiously restored. The 
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new telephone system is as good as any in 
Europe. New motorways link up every cor- 
ner of the region. Even the poorest and 
most isolated little towns have shops 
stocked with a range of foods that would 
have been unimaginable in communist 
times. Car ownership has nearly trebled 
since 1989, and the wheezing old Trabant, 
old East Germany's family car for which 
eager buyers had to wait an average of 
nine years,is now a museum-piece. 

Wages have nearly doubled in real 
terms since unification, GDP per head is up 
by 62% and pensions have soared—but 
there has been little or no growth in any of 
these since 1997. Labour productivity, by 
some calculations, has risen from 57% of 
western Germany's figure to 78% today, 
and in some manufacturing sectors it is as 
high or higher. Since 1990, more than 
three-quarters of industrial plant has been 
replaced. Even the retired and jobless, dis- 
tressing as their plight remains, are finan- 
cially better off than in communist times. 

For sure, many Ossis (easterners), espe- 
cially older ones, have yet to recover from 
the trauma of unification; some never will. 
After all, in its immediate aftermath, 7.5m 
of the east's 10m workers lost their jobs as 
whole industries were shut down. The 
number of industrial workers has plum- 
meted from 7m to 700,000. The size of the 
labour force has shrunk by a third. And the 
16.4m people who were living in the east 
in 1989 have come down by 1.8m, many of 
whom are reckoned to have moved over to 
the western side. 

All this still haunts many easterners. 
They do not enjoy being told that 8,000 
people now produce the same amount of 
steel in the east as 86,000 did a decade ago, 
or that the 40,000 Saxons still working on 
the land now grow more farm produce 
than 200,000 did in 1990. Nearly all pub- 
lic-sector workers in the east, doing exactly 
the same work as their western compatri- 
ots, still get, on average, only 90% of the 
western rate—and have to work 90 min- 
utes longer per week for it. 

Even in firms such as vw, where thou- 
sands of Ossis would be delighted to get a 
job, rates of pay and conditions in east 
German plants differ sharply from those in 
the west. At vw’s biggest German plant, in »» 





* Wolfsburg, not far from the western city of 
Hanover, the average working week is 
now 31.5 hours. Many of the workers have 
a four-day week. In Dresden, in Saxony, 
the average is 38 hours, and a six-day week 
is quite common. Yet pay rates in the east 
are considerably lower. Five-sixths of east- 
ern industrial firms, covering one-third of 
industrial workers there, have opted out of 
collective wage-bargaining. The Saxon 
minister for the economy, Martin Gillo, 
says that, because average productivity in 
the east is still well below western levels, 
even with its lower labour costs the east is 
still not fully competitive. 


Saxon angles 

It is bad luck on the northern half of the 
old German Democratic Republic that the 
best economic prospects are concentrated 
further south, on a 220km-long corridor 
running more or less along the A4 motor- 
way from Erfurt to Leipzig and on via 
Zwickau and Chemnitz through to Dres- 
den. This is where, under the so-called 


Leuchtturmpolitik (lighthouse — policy), 
business and government promote invest- 
ment in beacons of industry and research 
that might bolster the local Mittelstand. 

It seems to be working, thanks partly to 
large federal subsidies for investment. The 
Saxons boast that theirs is the only state in 
Germany where three car makers have 
chosen to invest in new plants: BMW and 
Porsche near Leipzig, vw in Mosel, near 
Zwickau, and in Dresden. All three firms 
say they are happy with the results. All in- 
sist that the quality of their workers is as 
good as in their western plants. 

In Dresden, it is hoped that a high-tech 
cluster will form around two firms that 
specialise in semiconductors: Infineon, a 
spin-off from Siemens, and AMD, an 
American outfit headquartered in Califor- 
nia's Silicon Valley. The pair have recently 
set up a high-tech joint venture with an- 
other American firm, Du Pont. Mr Gillo 
used to run AMD in Dresden until he be- 
came Saxony's economics minister earlier 
this year. He was born in Leipzig but has 































spent a good chunk of his working life in 
Silicon Valley, and he is bubbling with ea- 
gerness to see Dresden take off as a high- 
tech centre. Some 500 small software com- 
panies, he says, have sprung up in the area. 
in the past few years. 

Dresden is a marvellous mixture of old 
and new. The old city centre is an architec ° 
tural jewel. According to its liberal mayor, 
the city is already Germany's sixth most 
popular tourist destination. In 2005 the ex- 
quisite Frauenkirche, flattened by Allied 
bombers in February 1945 in a raid that 
killed 25,000, will reopen after a meticu- 
lous resurrection, virtually stone by stone: 
a fitting symbol of Dresden's rebirth after 
six decades of totalitarian blight. 

A notable change over the past few 
years has been the growth of a fierce new - 
sense of local pride. Kurt Biedenkopf, the — 
Christian Democrat who was Saxony's . 
premier for the first decade after unifica- 
tion, says regaining that pride is the Saxon 
people's greatest achievement. But else 
where in the east, too, the sense of havin 
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Serene again, the Elbe at Dresden 


> been taken over and done down by the 
west is fading. 

After unification, almost the entire old 
establishment of the German Democratic 
Republic was swept away. Nearly all man- 
agers in industry and most university pro- 
fessors were chucked out, as were any 
public-sector workers with links to the 
Stasi, East Germany's secret police. East- 
erners, it was felt, were on the scrapheap. 


Ossis rule OK 

No longer. Five years after Mr Biedenkopf, 
once the Christian Democrats' general 
secretary, took over the running of Saxony 
(a postto which he was twice handsomely 
re-elected), his entire government was still 
made up of westerners, bar one Ossi. Now 
the only Wessis in the Saxon government 
are his successor as premier, Georg Mil- 
bradt, and his economics minister, Mr 
Gillo—who left the east as a child. 

Eastern politics are beginning to reflect 
that new confidence. In the early 1990s 
Christian Democrats had swept the board 
in the east, thanks largely to Mr Kohl's sta- 
tus as Germany's great unifier. They still 
run Saxony and Thuringia and now also, 
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I. WOULD make a neat paradox to be 
able to say that as Germany's economy 
is weakening, the country is becoming 
more powerful in world affairs—thereby 
inverting the conventional wisdom that 
Germany since the second world war has 
been an economic giant but a political 
pygmy. But it would not be quite true. Ger- 
many's economy, as we have seen, is not 
whatit was: the gap with France's and Brit- 
ain's has been getting narrower. And the 
country is certainly shedding the guilty in- 
hibitions that for half a century have dis- 
suaded it from asserting its national inter- 
ests. Yet it seems that Germany is not sure 
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in coalition, Saxony-Anhalt. However, 
within a few years many easterners were 
voting for the comforting certainties prom- 
ised by the Democratic Socialists, a repack- 
aged version of the old communists. Strik- 
ingly, in September's general election the 
ex-communist vote dived, because east- 
erners now feel less need for a home- 
based party to bolster their identity. 

In turn, Wessis, especially younger 
ones, are finding it easier to get along with 
Ossis. The cultural and social gap that was 
so apparent ten years ago is narrowing. 
The most striking sign of this is the surge of 
young Wessis at eastern universities, 
where more than a quarter of students 
now hail from the west. To be sure, there 
are practical reasons: the cost of living is 
lower, eastern universities are easier to get 
into, the staff-to-student ratio is more fa- 
vourable, and academic standards remain 
fairly high. But social reasons play a part 
too. "My son used to think Ossis were 
really weird," says a western editor whose 
son has gone to university in Saxony. "But 
now he says they're more interesting." Not 
that social divisions have suddenly gone. 
A writer in Hamburg says most middle- 


what those interests are or should be. 

Part of the explanation may be the gid- 
dying pace of recent change. During the 
eight years after unification in 1990, when 
Mr Kohl wasin power, things had begun to 
move fast. Mr Kohl thought he knew what 
was good for Germany: "A European Ger- 
many, not a German Europe." Germany 
had to remain anchored firmly in the 
steadying waters of Europe. 

But in the past four years under Mr 
Schróder, the pace has accelerated even 
further. The shift of the capital from quiet 
Bonn to history-heavy Berlin, a window 
on the Slav world to the east, has been a 
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class Wessi parents would still sigh if their 
son introduced his bride-to-be as "Nina 
from [eastern] Magdeburg". 

The other remarkable thing about the 
east is the way nearly all the region's busi- 
nessmen and politicians complain about 
the burden of regulation, inflexible labour 
laws, high wages and social costs—just like 
their colleagues in the west. "The new 
states just aren't strong enough to bear the 
financial and regulatory burdens of the 
west," says Mr Biedenkopf, who can take 
much credit for luring western and espe- 
cially high-tech business to Saxony. 

Eastern leaders argue for more exemp- 
tions from onerous rules. But many Ossi 
workers, still egalitarian by instinct, fear 
that looser rules for business in the east 
might cause workers to be exploited. "We 
are all Germans now,” is a common cry. 
That was why it was agreed in principle 
that wages and social benefits, although 
slightly lower in the east to begin with, 
should gradually converge. Mr Schróder 
has recently confirmed that within a few 
years public-sector wages must catch up. 
Alas, the sooner they do, the worse for Ossi 
job-seekers. @ 


Germany is flexing its muscles abroad, but does not yet know how to use them 


potent symbol. Mr Schróder feels a lot less 
weighed down by his country’s past, and 
wants Germany to pursue its own course, 
albeit in concert with other vessels. But he 
has also found himself on occasions un- 
sure how or where to navigate. 

Perhaps the most striking recent exam- 
ple of this new-found independence was 
the opportunistic way he milked the anti- 
war mood in his country for electoral ad- 
vantage. His disparaging comments about 
President George Bush and his “adventur- 
ism” in contemplating a war with Iraq 
were offensive enough to the Americans, 


but the diplomatic damage was com- » 
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* pounded when his then justice minister, 
Herta Daubler-Gmelin, apparently ac- 
cused Mr Bush of plotting war to divert at- 
tention from problems at home, likening 
his tactics to Hitler's. 

The American administration had not 
expected Mr Schréder to give it enthusias- 
tic backing for its policy towards Iraq, but 
American diplomats say that Mr Schréder 
twice assured Mr Bush that he would not 
make a fuss about it. So the president, they 
say, felt betrayed as well as insulted. 


Class of '68 

In any event, Mr Schróder's démarche may 
point up a deeper change in German 
thinking about foreign affairs. His govern- 
ment is full of “68ers”, who were waving, 
or even using, their fists in the street prot- 
ests in 1968, or who were sympathetic to 
the cause. Mr Schróder himself was head 
of theSocial Democrats' youth wing when 
it still described itself as Marxist, and acted 
as a defence lawyer to a member of the ter- 
rorist Red Army Faction. 

Among many 68ers, a visceral anti- 
Americanism persists. For this generation 
of Germans, as one writer puts it, “the two 
landmarks were Auschwitz and Vietnam." 
Part of their revolt was against their par- 
ents' generation, for their failure to stand 
up to Hitler, for the complicity of many of 
them in his crimes, and for their silence 
after the war. But another part of it was 
against America's military might—and its 
readiness to use force if need be-in the 
cold war. Such distaste for American 
power, still lingering among Greens and in 
some quarters of the Social Democratic 
Party, makes them promote the new Eu- 
rope as a counterweight to the United 
States and NATO. 

But none of this should be exaggerated. 
Many 68ers, including Mr Schróder and 
his foreign minister, Mr Fischer (who did 
use his fists against policemen in 1973), 
have genuinely changed their spots. Mr Fi- 
scher has said he owes more to Bob Dylan 
than to Karl Marx. More seriously, in re- 
cent times, he has often insisted on the im- 
portance of keeping the Americans en- 
gaged, with NATO, in Europe. Indeed, he 
deserves particular credit for persuading 
many of his old comrades that American 
power, at least usually, is benevolent. Like- 
wise, Otto Schily, the interior minister (an- 
other 68er, who co-founded the Greens be- 
fore switching to the Social Democrats), 
has demonstrated plenty of transatlantic 
goodwill by forcing through rigorous new 
anti-terrorist laws in the past year. 

Though the Americans will not quickly 


forgive Mr Schróder for his seeming disloy- 
alty, it is in nobody's interest to let rela- 
tions stay sour, so the chances are that they 
will gradually sweeten over the next year 
or so, especially if American policy to- 
wards Iraq produces good results. The Un- 
ited States still has about 88,500 soldiers 
and airmen deployed in two main bases in 
Germany. If the servicemen or the bases 
were needed during hostilities with Iraq, it 
would be surprising if Mr Schróder did not 
let the Americans use them. The corner- 
stone of Germany's security is still NATO, 
though it may get harder to keep it in 
sound order. 

A much more profound change has 
been the virtual breakdown of the Franco- 
German political alliance, the most impor- 
tant on the continent since the second 
world war. For sure, even in Mr Kohl's lat- 
ter days the relationship was sometimes 
tense. But over the past decade circum- 
stances have changed so utterly that the 
famous Franco-German "engine of Eu- 
rope" will never be the same again, despite 
efforts in the past month ortwo to revive it. 
With Germany now so much larger, and 
the prospect that ten more countries will 
join the European club in the next year or 
so, France can no longer lead a diffident 
Germany to suit its own purposes. 

The EU's eastbound enlargement, a 
project scarcely loved by France, is con- 
tinuing the shift in Germany's, and Eu- 
rope's, centre of gravity that started with 
the widening of NATO to take in Poland, 
the Czech Republic and Hungary. A fur- 
ther expansion of NATO, to include Balts, 
Slovaks, Slovenians and others, will alter 
Europe's shape still more. And even 
though Mr Schróder recently gave in— 


again, with astonishing opportunism-to 
the pleas of France's president, Jacques 
Chirac, that French farmers should con- 
tinue to receive fat handouts, the day will 
come when farm subsidies will start to dry 
up. In sum, Europe is not going France's 
way, and Germany does not pretend that 
the Union is essentially a Franco-German 
enterprise any more. 

But what, in German eyes, is it becom- 
ing instead? A few years ago, Mr Schróder 
was wooing Britain. Both countries' gov- 
ernments were touting a “third” or “mid- 
dle” way. Britain’s prime minister, Tony 
Blair, extolled the Eu as a laboratory for 
free-market enterprise and liberalisation 
while also sounding politely sympathetic 
to Germany's wish for Europeans gradu- 
ally to integrate. A year or so later, Ger- 
man-British friendship is not quite so in- 
tense. So long as Britain both stays outside 
the euro currency zone and fails to sign up 
fully to the Schengen pact that allows peo- 
ple borderless passage in most of western 
Europe, the Germans will never achieve 
the sort of intimacy with their neighbour 
across the Channel that they once enjoyed 
with France. So Mr Schróder's Germany is 
more independent—and less closely tied to 
old or new friends. 


Made in Germany 

What sort of Europe does Mr Schréder 
want for Germany? His most immediate 
worry is the stability and growth pact to 
which the 12 countries that have jointly 
adopted a common European currency are 
pledged. Ironically, it was the Germans 
who were chiefly responsible for creating 
the pact, to ensure that profligate euro aspi- 
rants, such as Italy, would be unable to run »* 





Schréder and Chirac try to mend fences 
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IS an oddity of modern Germany that, 

even though the country has been 
friendlier than any other in Europe to asy- 
lum-seekers and refugees, foreigners set- 
tling there have found it extraordinarily 
hard to become German. There are 7.3m 
residents who do not have German citi- 
zenship, nearly 9% of the population. 
Some demographers argue that Germany 
will need 260,000 immigrants a year for 
the next 20 years just to keep its present 
population stable and avoid a financial 
crisis in its welfare and pension systems. 
Yet few indigenous Germans accept the 
notion that Germany is, or should be, a 
multicultural country. 

. MrSchréder, to his credit, has started 
to change this by updating the rules on 
naturalisation, which were based on an 
imperial law of 1913 that defined Ger- 
manness mainly by blood. This meant 
that descendants of Germans who had 
settled in Russia under Catherine the 
Great could become German again at the 
stroke of a pen without knowing a word 
of German. Since the Soviet Union broke 
up, more than 3m have done so. 

For the 2.5m German residents of 
Turkish origin (of whom about 500,000 
may now have got citizenship), many of 
them second- or even third-generation, it 
has been much harder to get German 
passports. But now, thanks to Mr Schró- 


> large deficits. Now the pact's conditions 
are causing particular hardship for the 
German economy, which needs anything 
but fiscal tightening. The French, for their 
part, are getting round the problem by 
blithely ignoring the pact. 

A much bigger conundrum for Ger- 
many, however, is to find a new way for an 
expanding European Union to function. 
For all Mr Schróder's talk of asserting na- 
tional interests, he and most Germans in 
what they like to call “the political class” 
are still accustomed to promoting German 
interests through the filter of the Eu. Mr Fi- 
scher, who has proved a highly creative 
foreign minister, set the tone in May 2000 
when he outlined his vision for Europe: a 
federal government of European states. 
Since then Mr Schréder has echoed the 
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der's change in the law, children of for- 
eigners born in Germany, provided at 
least one parent has lived there for a mini- 
mum of eight years, are automatically 
given German citizenship at birth— 
though they have to choose whether to 
keep it when they come of age. 

Earlier this year, Mr Schröder passed a 
law which marked Germany's first seri- 
ous effort to match immigration with Ger- 
many's economic needs, with provision 
fora points system to lure skilled workers 
from abroad. The law, due to come into 
force next year unless the Constitutional 
Court blocks it, builds on a controversial 
scheme endorsed by Mr Schróder two 
years ago to give permits to up to 20,000 
computer specialists from India and Cen- 
tral Europe to work in Germany on five- 
year contracts. The new bill also makes it 
easier for foreign students educated at 
universities in Germany to stay on, and 
easier for self-employed foreigners to 
work in Germany. 

Many politicians, mostly on the right, 
have opposed the changes. Two years ago 
Jürgen Rüttgers, the Christian Democrats' 
leader in North Rhine-Westphalia, Ger- 
many's most populous Land, demanded 
"Kinder statt Inder (children, not Indi- 
ans)", meaning that Germans should 
have more babies instead of relying on 
workers from abroad. Mr Stoiber backed 


idea, albeit in more cautious terms, and so 
have other politicians of all stripes. 

Europe, they insist, needs a stronger 
parliament of its own and an elected presi- 
dent of the commission. But they have no 
objection to a stronger Council of Minis- 
ters, as France and Britain want. Indeed, 
Mr Schróder has suggested turning the 
council into an upper chamber of the Euro- 
pean parliament, along the lines of Ger- 
many's own Bundesrat where the 16 Lün- 
der are represented. Compared with the 
French and British, the Germans remain 
fervent advocates of ever closer integra- 
tion. They see the euro as paving the way 
for a tighter political union. 

What about "enhanced co-operation", 
the old jargon for a core group within the 
EU to keep things moving forward if scep- 


Multiculturalism still jangles 
national nerves | | 
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Side by side doesn't mean tog 


him, suggesting that the current rate of 
child benefit should be tripled. Friedrich 
Merz, the Christian Democrats' then 
leader in the Bundestag, said immigrants 
must accept that each country has its Leit- 
kultur, or predominant culture, to which 
newcomers must adapt. That set alarm 
bells ringing in Germany. 

By any standard, Germans of foreign 
origin—and particularly from Turkey, eas- 
ily the biggest minority—are woefully un- 
der-represented in politics and public life. 
For example, only a couple of them sit in 
parliament, compared with 38 non- 
whites currently in Britain's two cham- 
bers. Being generous to asylum-seekers is 
one thing, but absorbing foreigners into 
the German family still revives old neuro- 
ses about national identity. 


tics such as Britain and the Nordics prefer 
to stay aloof? The French sometimes toy 
with the idea of setting up a directoire of 
top countries to run the show. But the Ger- 
mans know that this would cause outrage 
among small countries and newcomers. 

Mr Schróder is not, in fact, very inter- 
ested in dreaming up foreign-policy vi- 
sions for Europe. But he does have a strong 
sense that Germany should seek “normal- 
ity" in the world, on the understanding 
that, although the crimes of the Third 
Reich must not be forgotten, modern Ger- 
mans should now have, in his words, "the 
self-confidence of a nation that has come 
of age, that feels neither superior nor infe- 
rior to others." 

Hence his courageous decision that, if 


his country was going to be normal, it had » 








































» to be ready to send troops abroad, if neces- 
sary to kill or be killed. His most creditable 
~ foreign feat was to send German forces to 
Kosovo in 1999, to help keep the peace in 
Macedonia a year later, and then, a year 
ago, to persuade the many doubters on his 
own side that he was right to send troops 
to Afghanistan. With 10,000 men abroad, 
Germany is now second only to the Un- 
ited States in the number of its troops de- 
ployed on such missions around the 
world. Germany's long-time foreign min- 
ister under Mr Kohl, Hans-Dietrich 
Genscher, once said that no German sol- 
dier would ever be sent to a country that 


had been conquered by the Germans in 
the second world war. In the Balkans Mr ^ 


Schróder bravely broke that taboo. 


Who will run the show? 
The grandiose talk about the Eu’s new for- 
eign policy continues to look silly when- 
ever a real global crisis erupts, as it has 
done over Iraq. At such moments, the two 
countries in Europe that have kept a strong 
military tradition and serious fighting 
forces to go with it, France and Britain, in- 
variably go their own way. These days that 
makes Germany feel all the more left out, 
particularly since the joint French-British 
declaration in St Malo in 1999 to create the 
embryo of a European defence policy to- 
gether. “Itis no good our pontificating from 
the sidelines," says Christoph Bertram, a 
defence expert in Berlin. "After St Malo it 
was clear we had to get on board." 

Must they? Only up to a point. A readi- 
ness to send combat troops abroad (pro- 


I: WOULD be entirely misleading to 
paint Germany as a country that is 
shabby or miserable, prone to political in- 
stability orin danger of terminal economic 
decline. On the contrary, it remains rich, 
stable and, for the overwhelming maj ority 
of its people, very pleasant to live in. 
Growth may be slow, unemployment 
high and the Mittelstand gloomy, but on 
the whole the climate of society still strikes 
the outsider as fairly sunny. There is hardly 
any visible poverty of the kind found in 
the more depressing bits of Britain or 
France. Germany's high-tax regime and 
rigid labour markets may be damaging to 


vided Germany is part of a collective ef- 


fort) is new and, after early ructions on the 
left, has now ceased to be controversial. 
But, as American defence pundits put it, 
Germany has "no real teeth and a very 
long tail". Despite its army of 310,000 (in- 
cluding 118,000 conscripts), the largest in 
Western Europe, it has a feeble fighting ca- 
pacity. Its defence budget, at1.5% of GDP, is 
among the lowest in the EU—although the 
revised budget figures for next year, which 
provide for an overall cut in government 
spending of 1.8%, show a 3.2% increase in 
spending on defence. 

National pride, let alone nationalism, is 
still a delicate subject in Germany, cer- 


tainly among the older generation. Only 


last year, a Christian Democrat leader got 
into hot water for declaring that he was 
“proud to be German". Germany's presi- 
dent, Johannes Rau, a Social Democrat, 
was at pains to disagree: he was "glad" he 
was German, even "grateful" for being 
one, but he could not be proud of some- 
thing he had not achieved himself. Mr 
Schróder said he was proud of what “peo- 
ple have achieved, and of our democratic 
culture". One ex-68er, now a successful 
journalist, explains that even cheering on 
his country at international football 
matches still makes him feel awkward. 

In most German eyes, it is still unac- 
ceptable to be rude about Israel's govern- 
ment, or even about individual Jews, 
though Israel's current leader, Ariel 
Sharon, may be an exception. In any other 
European country, the outspokenness on 
the Middle East of the Free Democrats’ Mr 


its economic prospects, but its welfare and 
health-care systems are generous and its 
infrastructure is superb. 

Nor is the pleasantness of German life 
just about material living standards. Mod- 
ern architecture, on the whole, is refresh- 
ingly enterprising. Many companies and 
institutions take pride in enlivening their 
physical surroundings, commissioning 
public works of art, such as sculptures and 
fountains, for all to enjoy. There is also a 
strong awareness of environmental issues, 
so recycling is taken to heart and bicycle 
paths and forest trails are abundant. 

One of Germany's greatest attractions 


Móllemann would not have caused a na 
tional row; nor would there have been out 
rage over a novel by Martin Walser, wh 
had portrayed a fictional Jewish literary 
critic (bearing a striking resemblance to a 
real one in Germany) so unsympatheti- 
cally that the broadsheet Frankfurter Allge 
meine Zeitung refused to publish excerpts : 
as previously agreed. 
And yet, under the veil of buildin 
European unity, a new assertive prick 
ness sometimes shows up. The new Ger 
mans, less weighed down by guilt, ar 
ready to express their frustration at th 
luctance of countries such as Brita 
France and Spain to pool their sovereignt 
To those not in favour of much more Euro 
pean integration, German talk of its "inev 
itability" can sound rather menacing. 
At the same time, Mr Schréder is: 
more forthright than Mr Kohl used to be 
telling the European Commission in 
sels to get off Germany's back. He is ps 
ticularly protective about the rights i 
Lünder—for instance, to subsidise their | 
cal banks and ailing industries, even if th 
flouts European competition rules. And 
is much more prepared to voice Gerr 
resentment of the disproportionate st 
his country still pays into the Eu kitty 
All this seems reassuringly no 
After all, itis what other £u members, 
as France and Britain, have been doin 
along. Mr Schróder has moved German 
long way towards freeing itself from the i 
hibitions of the past. But it will be a grea 
deal longer before the shadows of histo 
stop haunting the country altogether. 





is its regional variety, which goes a long 
way towards giving Germans a sense of lo- 
cal community and pride. Berlin may, 
since resuming its role as capital, have be- 
come primus inter paresin a way that Bonn. 
could never have been, but half a dozen - 
other cities can lay claim to excellence in 
their particular fields, and gather up some 

of the country's brightest and best. Ham- - 
burg still has the pick of the media, Frank- 
furt has the finance, Munich has an envi- 
able mix of business, media and culture 
Claptops and Lederhosen"). The Constitu- 
tional Court is in Karlsruhe; the headquar- 
ters of the country's vast labour office is in 





* Nuremberg; the biggest art market is in Co- 
logne; the main trade union federation has 
only fairly recently moved from Düssel- 
dorf to Berlin. 

This decentralisation is good for poli- 
tics. Most of Germany's top politicians (in- 
cluding Messrs Schróder, Stoiber and Kohl, 
among many others) first made their mark 
in one of the 16 Lander, which each has its 
own parliament and government. Each 
Land's ruling party (or parties, if there is a 
coalition) sends representatives to the 
Bundesrat, Germany's federal upper 
house, which can block about half of all 
legislation, particularly the financial sort. 
The Lünder have no power to raise taxes, 
but merely distribute cash from budgets 
set at federal level. However, they control 
education, the police and prisons, and can 
affect business by touting for investment, 
lobbying in Berlin and Brussels, and help- 
ing to speed up planning permission and 
cut through red tape. 

Germany's post-war decentralisation 
(as well as an electoral system based on 
proportional representation) was, in fact, 
decreed by the conquering Allies to ensure 
that power could never again be monopol- 
ised by one man at the top. But whatever 
its origins, it has suited the country very 
well—and helps to explain why, to a Ger- 
man, federalism means something much 
more positive than it does, say, to a Briton. 

But decentralisation has drawbacks 
too. For one thing, because decisions are 
taken on several levels, rapid or drastic 
change is hard to achieve. It feeds a tradi- 
tion of compromise and consensus to 
which most German politicians are firmly 
wedded. And it makes governments more 
reluctant to contemplate big changes 
when they are needed. 


Don't wait too long 

The question is, does Mr Schréder believe 
that fundamental changes are needed? Or 
does he hope that, as the world economy 
recovers and Germany’s eastern states be- 
come more self-sustaining, things will 
gradually come right anyway? The answer 
is probably a bit of both. Mr Schróder is an 
intelligent man who listens to a lot of peo- 
ple, including many of Germany's big 
businessmen. Even since the election he 
has acknowledged that his government 
must trim welfare and health-care costs 
and do something to lighten the pensions 
burden. But he himself, brought up in pov- 
erty by his mother, who worked as a char- 
woman to keep them going (his father hav- 
ing been killed in the war), is a product of a 
system that he admires; after all, it served 


If only they could be bold about everything 


Germany handsomely in the years of re- 
construction, and made it the rich and 
steady country it still remains. 

Much depends on what happens in the 
next four years. It is conceivable that if the 
economic situation gets much worse, the 
chancellor might steel himself for a break 
with the consensual past, even at the risk 
of labour strife. Some say that only a gov- 
ernment of the centre-left has a chance of 
persuading the unions to accept an end to 


the job-destroying status quo. Others ar- 


gue that the only way to save Germany 
from permanent stagnation is a "grand co- 
alition" of the two main parties, which 
could muster an enormous majority to 
force through unpopular decisions. But à 
period of grand coalition in the 1960s is 
still remembered for producing more pro- 
blems than solutions. 
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Commentators, especially from 
abroad, have been predicting gloom and 
doom for Germany's economy for a de- 
cade or two. It still hasn't arrived. But 
growth has clearly slowed down dramati- 
cally, and governments at the federal, re- 
gional and local level have started running 
out of cash. So far, for the large majority of 
Germans in work and even for the 4m 
without it, the slow decline is unlikely to 
mean empty wallets, let alone empty 
stomachs. This is not like the 1920s and 
19305, when the jobless were truly desper- 
ate and therefore easily drawn into the 
web of totalitarian politics. But someone— 
perhaps the chancellor after Mr Schróder, 
or the one after that—needs to start making 
radical changes. Otherwise, a few years 
hence, life in Germany really will become 
alotless pleasant. m 


Countries and regions 

Iran January 18th 2003 _ 
Brazil February 22nd 2003 
Malaysia March 8th 2003 
South Korea April 19th 2003 


Business, finance and economics 
The Internet society Jan 25th 2003 
Asian finance February 8th 2003 
Biotechnology March 22nd 2003 
Asset management April 5th 2003 
World banking May 3rd 2003 
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Britain 


The establishment 


The ascent of British man 


How things have changed at the top of Britain’s professional ladder 


EN years ago, The Economist looked at 

how the educational background of 
the people in 100 top jobs in Britain had 
changed over 20 years. We found that al- 
most the same number of people had 
been to public school (code for the smart 
private establishments which make up 
450 of Britain’s 4,300 secondary schools) 
and Oxford or Cambridge as in 1972. Now 
the results are rather different (see table). 

We chose 100 top jobs in politics, busi- 
ness, academia, the professions, sport and 
the arts. The list (see next page) is necessar- 
ily arbitrary. Only the foolish will be of- 
fended by omission. As far as possible, we 
stuck to the list we used in 1992. Some 
change was forced upon us. There is no 
longer a governor of Hong Kong, for in- 
stance, and there is a mayor of London. 
Some companies have faded while others 
have grown, so we chose the chairmen of 
the 18 most valuable FTSE companies, plus 
those of the stock exchange and Lloyds, to 
make up our business contingent. 

The drop in the number of public 
school and Oxbridge alumni is most no- 
ticeable in business. Ten years ago, every 
company chairman on our list had been to 
public school and 12 had been to Ox- 
bridge. Of the current list, eight out of 20 
went to public school and four to Ox- 
bridge. This is partly because of the arrival 
of foreigners such as Maarten van den 
Bergh at Lloyds Tss (Dutch) and Niall Fitz- 


P What a difference ten years make 


% of survey that went to... 

1972 1992 2002 
Public school 67 66 46 
ego s pi ATE Sar qeu n 
Source: The Economist 


Gerald at Unilever (Irish). But it is also be- 
cause there are more state-school educated 
Britons, such as Shell's Philip Watts and 
BAT's Martin Broughton, at the top. 

Elsewhere, change is fairly evenly dis- 
tributed. Among the political jobs in the 
survey, a few are held by public-school 
alumni-such as Tony Blair, Alistair Dar- 
ling and Lord Irvine—and a few by Ox- 
bridge types—such as Tony Blair, Patricia 
Hewitt and Michael Howard. Oddly, 
while the Labour Party is run by a product 
of the public school system and Oxbridge, 
none of the leaders of any of the other 
main political parties-Iain Duncan Smith 
of the Tories, Charles Kennedy of the Lib- 
eral Democrats, Gerry Adams of Sinn Fein 
and John Swinney of the Scottish National 
Party-have been to either. Mr Duncan 
Smith went to a cadet (military) school, 
which doesn't count. 

Eighteen people didn't go to university 
at all-some because they went to military 
colleges, some because they came up 
through sports and the arts, and some 
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(such as Michael Martin, speaker of the 
House of Commons and a former sheet- 
metal-worker) because they were poor 
boys made good. 


The institution that has suffered mostis _ 


Eton. It is down from 14 in 1972 to eight in 


1992 to two—Charles Nunneley of the Na- 
tional Trust and David Calvert-Smith, the 


director of public prosecutions. 


Among the things that haven't changed D 


is the average age of the top people: 57 


now, the same as it was in 1992. In 1972 it. 


was 58. The only person who has been on 
all three lists is the queen (who didn't go to 
school at all, let alone university). The 
queen's private secretary, the ambassador 
to the United States, the boss of the Royal 
Opera House, the Master of the Rolls, the 
chairman of the Bar Council, and the spies 
are all still public school and Oxbridge 
chaps (or chapesses, in the case of M15). 
But many other core establishment jobs 
have fallen. The BBC is now run by the de- 
terminedly demotic Greg Dyke, the 
Church of England by a leftish state-school 
product, Rowan Williams, and the Times 
by an Australian, Robert Thomson. 

Perhaps the most startling result of all 
comes from the female contingent. 
Women's representation among the top 
people has risen by a massive 25%—from 
four to merely five. Twenty per cent of the 
present contingent are the queen. 

Astothe future, we reckon that the pub- 
lic schools will reassert themselves—be- 
cause they have become fiercely academi- 
cally competitive over the past couple of 
decades, and because the state system has 
got worse by comparison. Oxbridge will 
hold its own for a while, and then see its 
share shrink further, as the standard of 
higher education in Britain continues to 
decline and more and more students sign 
up for universities abroad. 8 


| 
| 


| 
| 





— ma A iua umi Ex 1: 2d MPO 











Accents 


We want to talk 
proper 


Why so many British people are taking 
elocution lessons 


Now that Britain’s public-school elite is 
in retreat, is the way it talks disappear- 
ing too? For years social levellers have 
been celebrating the decline of Received 
Pronunciation (RP), the clipped, cut-glass 
way of talking often known as Oxford, or 
BBC, English. Once the confident accent of 
the ruling class, it is now, supposedly, the 
dying dialect of an enfeebled tribe, attract- 
ing suspicion and contempt rather than 
deference and respect. 

But it's not as simple as that. Certainly, 
RP, as it once was, no longer rules. The BBC 
goes out of its way to use regional accents; 
in Hollywood, a posh British accentis a cli- 
ché for brutality, arrogance and stupidity. 
Consumers no longer see it as a sign of 
trustworthiness and authority. Peter Trud- 
gill, a leading socio-linguist, says that some 
call-centres prefer regional accents to RP 
because of the negative reactions RP 
arouses. Although there is little solid re- 
search, linguists think that RP speakers 
may have fallen from 5% of the population 
to less than 3%. “There may well be more 
RP speakers abroad than here,” says David 
Crystal, the country’s best-known author- 
ity on the English language. 

And rp has evolved. Today's version is 
closer to accents that once would have 
been termed plebeian. The Queen Mother 
spoke differently from the way her daugh- 
ter talks. Princess Diana's speech was dif- 
ferent again—closer to the generalised 
southern accent sometimes called “Estu- 
ary English". Modern n» includes, for ex- 
ample, some glottal stops (an illustration is 
"Gatwick" pronounced without the “t”). 

Yet-annoyingly for the egalitarians 
who believe that all kinds of accent are 
equally beautiful and useful—there is a 
large and growing demand for "better" 
speech. Ann Jones, the general secretary of 
the Society of Teachers of Speech and 
Drama, estimates that more than 10,000 
people take elocution lessons every year. 
"In the last five or six years it's really taken 
off," she says. Her members (who call 
themselves speech trainers, rather than 
elocution teachers, a term regarded as very 
dated) have as much work they want. The 
director of the London Language and 
Drama School, Sarah Mann, says that all 
speech training courses are fully sub- 
scribed, and some 200 people are paying 
£45 ($71) an hour for one-on-one coaching. 

This is not a reprise of Shaw's “Pygma- 
lion". Most people signing up for lessons 
are not trying to learn classic RP, but to 
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make their verbal skills match their other 
business tools—such as the visuals on a 
slide presentation. A typical aim is to 
soften or dilute regional accents to the 
point that they will be readily understood 
by people from elsewhere. Ms Mann says 
that it can take as little as six one-hour les- 
sons to help a motivated student to replace 
glottal stops with "t"s in words like *wa- 
ter", and to insert a missing “I” into words 
such as “old”, “cold” and "gold". 

She does not necessarily try to elimi- 
nate regional accents, she insists, so long as 
the speaker learns to eliminate "lazy" 


Santa 


Don't touch 
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speech such as slurring, and annoying ver- 
bal tics, such as “know what I mean”, “sort 
of”, or “like”. “You can get away with even 
quite a marked accent if you are an inter- 
esting enough speaker, with pitch and 
pace and pause in your delivery,” she says. 

There is a strong business case for all 
this. A survey of company directors (see 
chart) by the Aziz Corporation, which calls 
itself the country’s leading independent 
spoken communications consultancy, 
says that 31% reckon that a strong regional 
accentis a disadvantage in business. 

But why the growth in demand? One 
reason is globalisation. Foreigners typi- 
cally learn RP, or something like it, and are 
often mystified by Britain's stronger re- 
gional dialects. Dealing with them means 
speaking some sort of standard English. 

A second reason is the growing empha- 
sis on better presentation skills in busi- 
ness. Managers who are willing to lavish 
money on public relations, speech writers, 
coaches and so on are more likely to want 
their Ps and Qs fixed too. 

A third reason is the erosion of bound- 
aries within companies. Jayne Comins, a 
speech coach in London, notices a big in- 
crease in clients with a computing back- 
ground. "Talking's not what they are really 
about,” she says. “A lot of men in rr didn't 
start out wanting a job working with peo- 
ple, but when they become successful they 
often have to talk at board meetings, give 
presentations and sell their product." m 


Panic about paedophilia is spoiling Christmas 


f Beate total strangers trying to give ex- 
pensive gifts to a new-born baby? 
Highly suspicious behaviour. Even more 
so if another lot turn up accompanied 
by sheep, of all things. Goodness knows 
what the safety-maniacs would have 
made of the real Christmas. The latest 
example of paranoia is new guidelines 
on child safety in Santa's grotto, reluc- 
tantly issued by the country's Rotary 
Clubs (whose members spend a lot of 
the Christmas season doing good works, 
often dressed up as Santa). These say 
that a third-party adult (apart from the 
parent) must be present at all times. 


The arrangements must be such that there 

cannot be any possibility of Santa being 

placed in unaccompanied ‘one-to-one’ 

contact with a child in a ‘private’ place such 

as a ‘grotto’ 

In addition, touching Santa is dis- 
couraged: children should shake hands 


or blow a kiss. 
Itis possible that paedophiles across 





One inch closer and I'll scream 


the country are fuming that "grotto 
grooming" won't work this year. More 
likely, though, the molesters will con- 
tinue their nasty behaviour just as be- 
fore, and life for children has just lost 
another little slice of fun. 





> The differences between Gordon Brown and Tony Blair are an odd mix of the synthetic and the real 





T WHAT point does "creative tension" turn into something 
l'Amore destructive? It's a question that Gordon Brown should 
ask himself. While differences between the chancellor and Tony 
Blair are not exactly new, Mr Brown has recently become bolder 
in advertising their extent and nature. He may not quite have 
done so yet, but he is getting perilously close to stepping over the 

. line where legitimate argument ends and direct challenge to the 
prime minister's authority begins. 
— When the Blair-Brown relationship is going through one of its 
bad patches, their proxies let the world know. These people have 
been as active as usual during this round, insisting things be- 
tween the two men have "never been worse" and that there 
have been “blazing rows" after which they are "not speaking". 
But this time, there is an important difference. Over-enthusiastic 
subordinates, even if they are only doing their master's bidding, 

. can be disowned. But when the chancellor appears to be declar- 

ing his opposition to the prime minister directly and more or less 
publicly, the game has changed—-and become more dangerous. 

Mr Brown's rampage began a few weeks ago when he told 

- > journalists from the Guardian newspaper over breakfast that the 
|. university top-up fees (which Mr Blair is supposed to favour) are 
“a ridiculous idea", thereby giving encouragement to other dis- 
senters. Then, in a speech last week, he talked about “recognising 
the limits to markets” in health care and education. This was 
widely interpreted as a coded rebuke to the prime minister for 
~ his growing determination to encourage new forms of provision 
-of services, and of competition between service providers. In 
`- the course of his pre-Budget report, he implicitly made an unflat- 
tering comparison between the monetary and fiscal regimes for 
the euro and his own policy framework. Simultaneously, he al- 
lowed the publication of a Treasury paper that poured scorn on 
the very idea of fixed exchange-rate regimes—hard to square 
with the prime minister's continuing insistence that joining the 
euro is “our destiny”. 
5v Of these rumbling arguments, the one over the euro has gen- 
- erated most excitement, closely followed by the more recent spat 
. over the matter of finding a solution to the chronic under-fund- 
- ing of Britain's universities. It is the dispute over higher educa- 
tion that is the more serious, though not for the reasons that 











most people think. 

Over the euro at least, there is really nothing to fight over, be- 
cause, as Mr Brown's economic adviser, Ed Balls, suggested in a 
mildly conciliatory speech this week, both men are right. It 
would indeed be folly not to insist on a rigorous evaluation of 
the economic consequences before joining the monetary sys- 
tem. Nor is it the chancellor's fault if the unintelligent applica- 
tion of the euro zone's crude rules have, for now, reduced any 
chance of winning round the sceptical (and very constant) two- 
thirds majority in Britain who oppose euro entry-although Mr 
Balls bullishly claimed a referendum could still be won if the 
economic tests were met. At the same time, Mr Blair has good 
grounds for fearing that Britain's influence in the £u will decline 
if other countries write off the prospect of its ever signing up. 
Still, having given Mr Brown a de facto veto on the euro, Mr Blair 
should accept it with good grace. The euro, in truth, is quite prob- 
ably not for this parliament, but for the next. And, as such, it is 
not worth falling out over. 

In one respect, the row over top-up fees has also been over- 
blown. A meritocrat like the chancellor cannot plausibly sub- 
scribe to such an extreme form of egalitarianism that he would 
happily preside over the slow destruction of Britain's best uni- 
versities, nor can someone who exults in the collective brain- 
power of the Treasury deny that there's a place for intellectual 
elitism. The notion that Tony Blair is content to make Oxford and 
Cambridge the preserve of the wealthy by frightening away able 
students of modest means is even more ludicrous. 

The trouble is that even if both agree that they want excellent 
universities which children from all backgrounds can go to, it 
doesn’t follow that there's any consensus about how to get there. 
Mr Blair believes it is necessary to give universities greater free- 
dom to set tuition fees so they can differentiate themselves in a 
global market. Mr Brown wants the state, rather than the univer- 
sities, to collect and disperse the money, perhaps through a grad- 
uate tax. By retaining control, the state will be able to prevent a 
hierarchy of rich and poor institutions emerging. 


A little local difficulty 

The eventual solution to the universities’ problem will probably 
ultimately be driven more by fear of middle-class anger than by 
ideology. But that does not detract from the philosophical im- 
portance of the divide, which cuts across the entire canvas of 
public service reform. Mr Brown is as determined as anyone to 
see working practices in the public sector modernised, as his un- 
yielding stance towards the firemen's strike has demonstrated. 
But he regards Mr Blair's criticism of the way the government 
has so far attempted to get results-by setting targets and mi- 
nutely measuring inputs and outputs~as a thinly-veiled attack 
on himself. He believes that Mr Blair's new emphasis on local 
autonomy and "contestability" (New Labourese for compe- 
tition) is a cover for a neo-liberalism thatis at odds with the tradi- 
tional Labour concern for equality of provision-hence the rows 
over foundation hospitals and radical ideas about state-funded, 
but independent, schools. 

Unlike the euro, these are serious arguments worth having. 
But they are potentially lethal if conducted in the wrong way. 
Which is why Mr Brown's present modus operandi is so fraught 
with danger. Mr Brown must understand that in any govern- 
ment there is room for only one prime minister. Which, of 
course, is also what this is all about. 8 | 
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Advertising 


High hopes in adland 


The advertising industry is at long last showing definite signs of life. But the 


outlook remains challenging 


A the worst slump in advertising 
“A since the Great Depression, suddenly 
talk of recovery is in the air. In America, 
the big broadcasters are celebrating a re- 
bound in commercials on network televi- 
sion. News Corporation's first-quarter pro- 
fits more than doubled: a “resurgence of 
the advertising market," said its boss, Ru- 
pert Murdoch. He is not alone. Across the 
board in America and Britain, media-buy- 
ing firms, Tv broadcasters and radio and 
billboard companies have been making 
positive noises aboutthe future. Even print 
advertising looks better. The December 
2nd issues of several American magazines 
were heavier—with ad pages 70% up on a 
year ago in Newsweek, 27% in Time and 13% 
in BusinessWeek. 

After an awful start to the year, most 
forecasters of ad spending are predicting a 
better end, a gradualimprovement in 2003 
and a return to normal (ie, pre-tech-bub- 
ble) levels in 2004. On December 3rd uBs 
Warburg said it now expects global ad 
spending this year to be 1.1% lower than in 
2001. It predicts growth of 2.6% next year, 
followed by a livelier 5.39; increase in 
2004. It expects America to lead a "soup- 
dish" recovery-long and shallow—until 
. the presidential elections and Athens 
c. Olympics pump up the market in 2004. 

. Much of the optimism in adland is 
lown to one thing: buoyant American net- 


work-rV ad revenues. But the reason for 
that is partly artificial—a freak shortage of 
ad space in both the upfront (futures) and 
scatter (spot) Tv markets in America. After 
a year of bargains in 2001, advertisers 
hedging against rising prices for Tv space 
in 2002-03 rushed into the market early. A 
startling 80% of space for shows airing 
from now until May is already sold. That, 
plus car promotions and mid-term elec- 
tion spending, dramatically cut inventory, 
forcing up prices for airtime by a hefty 70%. 
Forecasters expect the shortage to boost ra- 
dio and print prices as advertisers seek 
other, cheaper places to sell. 

Notable bright spots include advertis- 
ing by the entertainment industry to pro- 
mote DvD sales, which are booming and 
often generate bigger profits than box-of- 
fice receipts. Mike Dunn at Fox Entertain- 
ment raves that Dvps have “changed the 
economics of the film industry”. Car mak- 
ers, drug firms and packaged-goods groups 
also plan to keep advertising heavily. 

But enough risks remain that few in ad- 
vertising can feel confident enough even 
to dream of partying once again. Advertis- 
ing traditionally tracks global GDP. Pros- 
pects for growth are terrible in Germany 
and weak in France and in Japan: big ad 
markets all. Although the American con- 
sumer now looks a little less ready to 
crumble than a month ago, that remains a 
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real danger—even without a war with 
A reluctant American consumer 3 
devastate the ad industry. Like man 
industry, Sir Martin Sorrell, boss of. 
the world's biggest advertising firm, fears 
consumer-led double-dip recession. 
However the economic cycle turns, th 
advertising industry faces a long period o 
structural change, from which the win 
are as yet hard to predict. This change ha 
gathered pace over the past five years, t 
was somewhat obscured first by. 
boom, then by the cyclical bust. 


The medium is the message 
Newspapers and magazines face an uncer 
tain future, though how uncertain varie: 
by category. Business titles have been hi 
by the collapse in financial advertising, but. 
that should rebound as investment bank- 
ing (eventually) starts to recover. Health ti- 
tles catering to the ageing "silver" marke 
should remain robust. But the proliferation 
of print titles (more than 500 launched in 
America last year) and competition from - 
new media such as the Internet will ensure | 
tough times for the crowded middle mar- 
ket. At a recent conference in Phoenix, - 
Time Inc, Hearst and Reader's Digest all 
gave warning that, unless subscription 
rates rise, profits will dwindle as readers 
decine and ad sales fall. "We have no 
choice but to change", said Thomas Ryder, 
head of the Reader's Digest Association. 
Ironically, given its contribution to the 
present bout of optimism, Tv advertising 
also faces serious long-run threats—from 
ad-evading systems such as TiVo to the 
proliferation of other media—which the in- 
dustry may be inadvertently assisting. Sir 
Martin argues that by raising prices above 
inflation, even as audiences decline, Tv 
owners have driven advertisers into the ! 
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> arms of new sorts of media. "There has 
been a shift from network Tv. Real long- 
term growth may not return." 

There is a sense of panic in adland, re- 
flected in a plethora of new marketing 
books with hair-raising titles, such as "The 
End of Advertising as We Know It". As bet- 
ter manufacturing raises quality, more 
products are becoming commodities, 
while tougher competition and the growth 
of private labels are leading to shorter 
shelf lives for even the most innovative 
goods. Differentiating one product from 
another is harder—and advertisers need to 
find ever more creative ways to do it. That 
will probably mean more marketing not 
less, but once-neglected (and cheaper) 
methods of selling—direct, outdoor, guer- 
rilla marketing, sponsorships and product 
placements-may triumph over tradi- 
tional print and Tv ads. The new James 
Bond film, “Die Another Day”, has taken 
product placement to a whole new level, 
promoting everything from Heineken beer 
to Omega watches and (invisible) Aston 
Martin cars. Coca-Cola sponsored Fox 
TV's "American Idol" show. BMW cars are 
starring in Internet mini-movies. 

The ad agencies, too, face pressure to 
change. In the 1990s, thanks to Sir Martin, 
they went on a buying frenzy, using their 
high share prices to add a host of "below- 
the-line" services, such as public relations, 
brand consulting, Internet advertising and 
market research. Troubled Interpublic, one 
of the big three agencies, must rue its indif- 
ference to quality or price. 

Morphing from peddlers of creative TV 
ads into marketing-services firms has 
boosted margins and revenues, says Lorna 
Tilbian, an analyst at Numis Securities. 
"The more media fragmentation advertis- 
ers face, the more they need full-service 
agencies to target the customer," she says. 
But the shift from Tv and print has not 
made agencies any less vulnerable to the 
cycle: public relations has suffered more 
even than advertising in the downturn. 

Nor has integrating new businesses 
typically delivered all the promised struc- 
tural efficiencies. Omnicom, another of 
the big three, managed integration well. In- 
terpublic's spending spree, by contrast, 
ended in a huge accounting scandal. Lack 
of effective integration, particularly at the 
top, has allowed naughty practices to 
flourish, such as over-billing clients, which 
are only now coming to light. 

And just as the opportunities to grow 
through acquisition are drying up, agen- 
cies face price deflation, says Matthew 
Owen of Morgan Stanley. As agencies 
scale up to become one-stop global mar- 
keting shops, clients are squeezing them 
harder on price. If service-price deflation 
takes hold, the agencies may not see profits 
rebound much even during the long- 
awaited upturn. Nobody in adland should 
crack open the bubbly just yet. m 
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Right-wing media 


It pays to be right 


There are profits in conservatism 


HEN Al Gore complained last week 

about the right-wing bias of the 
American media, in an interview with the 
New York Observer, it was but the latest 
contribution to a growing fuss. "The media 
is kind of weird these days on politics," 
grumbled Mr Gore, “and there are some 
major institutional voices that are, truth- 
fully speaking, part and parcel of the Re- 
publican Party." Top of his list of offenders, 
which included the Washington Times and 
Rush Limbaugh, was the Fox News Chan- 
nel. It was the revelation in Bob Wood- 
ward's new book, "Bush at War", that 
Roger Ailes, head of Fox News, advised 
George Bush after September 11th that 
kicked up the stink in the first place. 

It would be strange if politicians did not 
whinge about partisanship in the media. 
The oddity that this latest fuss exposes is 
the amazing durability in America of the 
myth of media impartiality. There has 
been an outpouring this year on the sub- 
ject-though most, such as Bernard Gold- 
berg's "Bias: A css Insider Exposes How 
the Media Distort the News”, lament the 
“liberal bias” in America’s media. 

Fox News, part of Rupert Murdoch's 
News Corporation that consistently beats 
CNN in the ratings, is now the liberals’ pet 
villain. Its success reflects a business as 
much as a political strategy. With the pro- 
liferation of cable-news channels—CNN, 
MSNBC, Fox News, CNBC, Bloomberg—the 
market in America has become more seg- 
mented. Mr Murdoch spied a niche for a 
snappier, noisier form of in-your-face TV 
news that would outshine the increasingly 
staid formats used by cNN-and serve 
viewers fed up with liberal leanings. 

Fox News insists that it is not biased to- 
wards the right, but rather making up for 
liberal bias elsewhere: its slogan is "We re- 
port. You decide". But its most popular 
hosts, such as Bill O'Reilly, have made an 
art-form of the conservative political rant. 
The formula has been a huge commercial 
success. Operating profit at News Corpora- 
tion's cable-network programming (which 
also includes other channels) more than 
tripled year-on-year in the quarter to Sep- 
tember 2002, to $118m. 

Mr Murdoch has pioneered the market 
in conservative political views, whether 
on Fox News or in newspapers, from the 
New York Post to the London Times- 
though even he is prevented by “impartial- 
ity" regulations from exporting the Fox 
News formula to Britain via his Sky News. 





The lucrative Mr O'Reilly 


But he is not alone in pursuing this boom- 
ing market. Radio has long understood the 
pull of right-wing talk shows, led by Mr 
Limbaugh. Now publishers are at it too. 

A rush of right-wing political books 
have stormed the bestseller lists. Some are 
from established conservative publishers, 
such as Regnery Publishing, which put out 
Mr Goldberg's tome. But mainstream pub- 
lishers are now also after the profits in con- 
servatism. Ann Coulter's “Slander: Liberal 
Lies about the American Right", was pub- 
lished by Crown, part of Bertelsmann. 
And “Let Freedom Ring: Winning the War 
of Liberty over Liberalism", by Sean Han- 
nity, a Fox News talk-show host? Its pub- 
lisher was none other than Mr Murdoch's 
HarperCollins. Now that's synergy. 8 


Digital copyright 


Overkill 


A controversial law is put to the test 


HEN Dmitry Sklyarov, a young Rus- 
sian computer scientist, got up to de- 
liver a technical paper at a conference in 
Las Vegas last year, he little suspected that 
he was about to become something of a 
global celebrity. But soon after delivering 
the paper he was arrested by the Fai for 
breaching the Digital Millennium Copy- 
right Act (DMCA), a 1998 American law 
that bans any efforts to bypass software 
that protects copyrighted digital files. The 
arrest sparked a rash of protests in both 
America and Europe. The Internet 
hummed with indignation. Charges 
against Mr Sklyarov have since been 
dropped, in exchange for a promise to tes- 
tify. But the case against his employer, 
Moscow-based ElcomSoft, went ahead 
this week in San Jose, California. 
The closely-watched trial is the first » 












> criminal prosecution brought under the 
DMCA, a law loathed by Internet enthusi- 
asts. The trial will mark a crucial stage in 
the growing struggle between industries 
supplying content and those arguing that 
overly strictenforcement of copyright may 
crush the creativity of cyberspace. 

: ElcomSoft is being prosecuted for sell- 
ing in America, over the Internet, a pro- 
` gram developed by Mr Sklyarov, which al- 
~ lowed purchasers to bypass the copy- 
-.. protection features of Adobe's popular e- 
book software. ElcomSoft, which sells va- 
rious software utilities, says that it never 
intended to breach the law. It seems eager 
to fight the case. Mr Sklyarov is, in effect, 
testifying for both sides, and proceedings 
were delayed until special visas were ob- 
tained both for him and for Alex Katalov, 
ElcomSoft’s chief executive, to attend the 
trial. The firm's lawyers have echoed the 
arguments of long-standing opponents of 
the DMCA. They claim that the law is so 
vague.as to be unconstitutional, that it 
breaches the first-amendment free-speech 
rights of programmers, and that it brushes 


HM aside "fair use" rights of consumers pig: 


tected by mainstream copyright law. 

The DMCA makes it a criminal offence 
to circumvent in any way technology used 
by copyright holders to limit access to their 

work. It also outlaws the manufacture or 
distribution of any tools or technologies 
that make getting around such controls 
easier, Critics complain that this is overkill, 
criminalising much perfectly innocent re- 


-= search by computer programmers. More- 


Over, they say, even legitimate efforts to 
Copy protected material, such as for quota- 
tion, criticism, or purely private use, are 
turned into crimes by the DMCA's sweep- 
ing provisions. 

As a matter of fact, Adobe's software al- 
lows e-book publishers to set their own 
level of protection. Many publishers have 
chosen to allow users to make copies for 
private use on different computers, or for 
lending copies to friends. But if publishers 
opt for maximum protection, then e-book 
purchasers cannot do many of the things 
that are perfectly legal with printed books, 
such as copying sections. 

So far, the federal judge conducting the 
trial has dismissed ElcomSoft's constitu- 
tional arguments as irrelevant to the crimi- 
nal case. But these are likely to become the 
key issues if the case, or another DMCA 
test case like it, goes all the way to the Su- 
preme Court. Given the vehement argu- 
ments made on both sides of the issue, it is 
. not clear how the Supreme Court would 
- rule. Meanwhile, content industries, led by 

the mighty American movie and music 
businesses, are squaring off against critics 
not just in the courts, but also in America's 
. Congress, where bills both to soften the 
..DMCA's provisions and to make them 
even more draconian have been intro- 
¿duced this year. im 






Vodafone versus Vivendi 


Clear as mud 


Vivendi has won control of Cegetel, but 
its long-term strategy is still murky 


HAT is Jean-René Fourtou, boss of 
Vivendi Universal, up to? His strug- 
gling French conglomerate has been fight- 
ing Vodafone, the world's largest mobile 
operator, over Cegetel, France's second- 
largest telecoms company, in which both 
firms own stakes. Vodafone's strategy was 
clear. It wanted control of sFR, Cegetel's 
subsidiary and France's second-largest 
mobile-phone operator, to plug the last big 
hole in its European coverage "footprint". 
Why Vivendi was trying to stop it, how- 
ever, is anybody's guess. In September, Mr 
Fourtou, who took charge in July, declared 
that "Vivendi Universal is basically an 
entertainment company". That signalled a 
retreat from the tarnished vision of his 
predecessor, Jean-Marie Messier, who had 
tried to turn a dull utility company into a 
media, telecoms and entertainment giant. 
As Vivendi began to unload assets to pay 
its €19 billion ($19 billion) debt, selling its 
stake in Cegetel seemed logical. Vodafone 
duly offered to buy Vivendi's 44% holding 
for €6.8 billion and the stakes held by Brit- 
ish Telecom (BT) and sc, an American re- 
gional operator, for a further €6.3 billion. 
But Vivendi decided that it wanted to hold 
on to its stake after all and refused to sell. 
At first, this simply looked like a ploy to 
get Vodafone to up its bid, which it de- 
clined to do. Vivendi then launched its 
own initiative to take control of Cegetel. 
Did this mean that Mr Fourtou had con- 
cluded that his plan to focus Vivendi 
purely on entertainment was a bad idea? 
On December 3rd, Vivendi agreed to 
pay BT €4 billion for its 26% stake in Cege- 
tel, thus giving Vivendi a 70% stake and 
thwarting Vodafone's bid for control. Vo- 
dafone, which still plans to buy sBC's 15% 
stake for €2.3 billion, will end up with just 
3076. The company tried to put a brave face 











on this outcome, claiming in a state 
that it was "a long-term investor in Ceg 
and SFR” and that it “looks forward to coi 
tinuing its successful partnership with Vi 
vendi”. Vodafone seems prepared to playa 
long game and is confident that it will ulti- 
mately win control of SFR. ou 

But despite Mr Fourtou's triumph, his 
strategy remains as clear as mud. He has 
said, for example, that he thinks €8.5 bil- 
lion would be a fair price for Vivendi’s orig- 
inal 44% stake in Cegetel. So he may still be 
holding out for a better offer. Vodafone has. 
until December 10th to make a new bid, 
though it seems unlikelytodoso. 

Itis also possible that Mr Fourtou want 
Cegetel purely for short-term cashflow, a 
he decides what kind of company Vivendi 
should be. Cegetel generates a lot of cash. 
and a disproportionate chunk of Vivendi' 
profits (see chart). By Mr Fourtou’s own ad 
mission there is no synergy between V 
vendi's entertainment and telecoms di 
sions, and one of them will have t 
within the next couple of years. Having 
dicated in September that he wanted to fo 
cus on entertainment, he may now be re 
considering. But he seems in no h 
decide. The cash from Cegetel ; 
more room to manoeuvre, and me; 
can defer the decision. | 

Or perhaps he does have a grand : 
plan after all: to spin off Vivendi's Am 
can units—a movie studio, a record coi 
pany and a collection of television ass 
and scale back Vivendi to concentrat: 
telecoms and pay-tv in the French mark 
If so, Cegetel could be central to the com 
pany's future. This week Mr Fourtou con 
firmed that he was considering a spir 
of Vivendi's American holdings. 
would be consistent with the plan to 1 
cus on the domestic market—but it wo 
represent a reversal of his position. |. 

It would also heighten tensions with 
Vodafone. In an interview with Le Figaro 
Mr Fourtou claimed that telephony is “an - 
essentially national activity" and that. 
there were few benefits from operating in - 
more than one country. Vodafone takes - 
the opposite view: its international cover: - 
age gives it economies of scale in research | 
and development and greater clout with 
equipment vendors. E ee 

As Vivendi's strategic paralysis contin- - 
ues the real winner may be Orange, 
France's leading mobile operator, and its 
debtladen owner, France Telecom. 
(Orange's chief executive, Jean-Francois 
Pontal, was expected to announce his re- - 
tirement this week.) The bickering over Ce- : 
getel may mean that srr poses less of a- 
competitive threat than it would with Vo- 
dafone's muscle fully behind it. And as the 
dysfunctional alliance between Vodafone 
and Vivendi limps along, French consum- 
ers, fewer of whom carry mobile phones 
than their British, German or Italian coun- 
terparts, will bethelosers. m 























Asbestos lawsuits 


Light in the dust 


NEW YORK 
Solving the asbestos litigation mess 


MONG the unexpected stars of the re- 


cent stockmarket rally have been sev- 


eral firms in dull slow-growth businesses. 
These included Crown Cork & Seal (cans), 
Georgia Pacific (paper) and W.R. Grace 
(chemicals). The best explanation for their 


rise is a legal settlement confirmed on No- 


vember 29th by another plodder, Sealed 
Air, best known for making bubble wrap. 
Sealed Air agreed to pay one-third of its 
then market value, about $730m, in cash 
and shares to a trust fund being created out 
of the bankruptcy of Grace to benefit as- 
bestos victims. The deal could have huge 
implications for thousands of other firms 
facing asbestos litigation. 

The travails of Sealed Air, which never 
produced, sold, marketed or even touched 
asbestos, had come to symbolise the toxic- 
ity of asbestos litigation, which through 
millions of lawsuits has led to the bank- 
ruptcy of more than 70 firms. The number 
of jobs lost due to these lawsuits may be as 
high as 60,000, according to a study by Jo- 
seph Stiglitz, a Nobel-prize-winning econ- 
omist, on behalf of the American Insur- 
ance Association. Their total cost could 
reach $200 billion, he estimates. 

Slowly, the litigation has spread from 
firms involved directly in the mining of as- 
bestos or the manufacture of asbestos- 
based products to others that had only pe- 
ripheral involvement. Crown Cork & Seal 
was overwhelmed by suits tied to a com- 
pany it owned briefly in 1963, long before 
any health hazards were widely known. 
The litigation against Sealed Air was par- 
ticularly jarring because it came by way of 
an acquisition structured to avoid pre- 
cisely this problem. In 1998 the firm paid $5 
billion for a division of Grace that made 
plastic shrink-wrap for meat and fish in 
grocery stores. The business had never 
used asbestos. Sealed Air took care to win 
from Grace an indemnity against any pos- 
sible asbestos litigation. 

But that guarantee in effect disappeared 
in April 2001 when Grace declared bank- 
ruptcy. A year later, lawyers for asbestos 
victims sued, arguing that Sealed Air's ac- 
quisition had been fraudulent and that 
Sealed Air had bought Grace's legal liabil- 
ities with its operations. In July Sealed 
Air's share price plunged from $40 to $14. 

Until recently, the mood in the markets 
had become sceptical about the prospects 
of any firm with the slightest exposure to 
asbestos litigation reaching any solution 
short of bankruptcy. But out of the public 
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eye lawyers in a handful of key cases be- 


gan negotiating around a 1994 amend- 
ment to federal bankruptcy law that lets 
firms settle litigation by creating a trust 
fund for victims. The idea first emerged in 


the 1980s asbestos lawsuits against Man- 


ville, whereby the equity of the firm ended 
up owned by the trust for victims. In May, 
Pittsburgh Corning, a bankrupt building- 
products company, announced a deal that 
would include a trust to be funded, in part, 
by its half-owner, PPG. Then Babcock & 
Wilcox struck a similar deal, with a con- 
tribution to a trust fund provided by its 
parent, McDermott International. 

All this failed to lift the stockmarket 
gloom over other asbestos-exposed firms, 
perhaps because they were small deals 
and because doubts remained about how 
much of a precedent they set for compa- 


Movies in South Korea 
Hello to arms 


SEOUL 


An industry thatis literally booming 


ORTH KOREA has been many 

things to the south: enemy, lost fam- 
ily, a worry for war-fearers. But not ma- 
terial for a popular movie. Not, that is, 
until “Shiri” invaded theatres in the 
south in 1999, becoming the most suc- 
cessful Korean film ever and winning ex- 
port deals from Europe, America and 
Japan. A one-off, critics thought, until 
2000, when “Joint Security Area" (JSA) 
broke Shiri's record. Now it seems that 
Korea's film industry is waking up-and 
that North Korea really sells. Both block- 
busters treat inter-Korean relations posi- 
tively, though both end tragically. 

Indeed, South Korea's government 
now wants in on the opportunity. As the 
need to give vast amounts of land over 
to military purposes fades, why not let 
movie-making replace it? Last month, 
South Korea's defence ministry said it 
would allow use of its military grounds 
and weapons for film production. 

This is a big change, given that lack of 
co-operation by the army meant that the 
makers of “jsa” spent $1m on a replica 
of the Panmunjom truce village. Forth- 
coming attractions that will benefit from 
this military largesse include: "Flag High 
in the Air", a love story set against the 
Korean War by the director of "Shiri"; 
"Blue", a marine action film; “Blue Sky", 
about friendship and challenges facing 
air-force pilots; and "Red", a comic 
drama about North Korea. Really. 

But access has strings attached. The 
government insists that films it supports 
should portray the South Korean armed 
forces favourably. It rejected “Water- 
front", a story about a crazy woman sex- 
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nies that had not (yet) gone bust. This has 
changed with the Sealed Air deal, which 
shows conclusively that a big firm contrib- 
uting to a trust does not necessarily have to 
be in bankruptcy. There is optimism that 
similar arrangements can be made by ABB, 
a Swiss-Swedish giant, through a bank- 
ruptcy of its American subsidiary, Com- 
bustion Engineering, as well as by Honey- 
well and by Halliburton, which bought 
Dresser Industries in 1998 and found itself 
with a costly asbestos liability. 

Any arrangement that lifts the asbestos 
cloud now hanging over many firms could 
have huge benefits for victims as well as 
firms. Within minutes of Sealed Air's an- 
nouncement on November 29th its share 
price rose by 40%. That increased the value 
of the 9m shares to be put in the trust un- 
der the settlement by almost $100m. m 
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Don’t shoot, we're actors à 


ually violated by some marines, and 
"The Trigger", a tale about a front-line 
guard who falls for a virgin female ghost. 

The dozen or so North Korea-related 
pictures in the pipeline could make or 
break the booming film industry, which 
is gaining ground at home against for- 
eign imports. It is on course to match last 
year's record market share of 46%, up 
from 33% in 2000. 

But like other movie-makers, Korea's 
seem prone to the industry's usual vices, 
including out-of-control budgets for pro- 
duction and marketing, and waning cre- 
ativity. The dream of becoming Asia's 
Hollywood will depend crucially on 
cracking foreign markets, through ex- 
ports and above all remakes. Anybody 
for Ben Affleck and Jennifer Lopez in a 
Hollywood remake of “The Trigger"? 






Fast food in America 


Not so fast 


Anindustry suffering from indigestion 


INCE Jazlyn Bradley, a 19-year-old teen- 

ager from the Bronx weighing 122kg 
(268lbs), sued McDonald's last month for 
making her fat, the prospect of a mountain 
of obesity lawsuits has frightened Amer- 
ica's fast-food industry. But a bigger short- 
term threat for peddlers of hamburgers, 
pizzas and fried chicken comes from cus- 
tomers still watching their waist-lines. 

Same-store sales at fast-food chains 
such as McDonald’s and Burger King are 
declining, and a new business dubbed 
“fast casual” has sprung up. Comprising 
gourmet sandwich, salad and soup chains, 
Mexican outlets and traditional American 
diners, fast casual offers healthier menus, 
higher-quality, fresher, more varied food 
and a more tempting ambience than plas- 
tic chairs and garish lighting. With sales of 
$5 billion a year, fast casual is tiny com- 
pared with the $153 billion fast-food mar- 
ket, but itis growing by 12% a year. 

The most successful brands include 
Schlotzky's, with 650 restaurants in 38 
states and ten foreign countries. It special- 
ises in exotic sandwiches such as the 
"Asian almond chicken wrap", trumpeting 
seven grams of fat or less. Panera Bread, 
with 414 outlets, serves deli-style sand- 
wiches and soups, and boasts soaring pro- 
fits. Cosi coffee and deli bars sell built-to- 
order sandwiches. In-N-Out Burger has 
over 140 outlets in south-west America 
promising fresh beef, hand-leafed lettuce 
and no heat lamps to revive soggy burgers. 

Theloss of upmarket consumers to fast- 
casual rivals is hitting McDonald's and 
others at a time when mainstream custom- 
ers, the delightfully labelled Hoo-Foos— 
Heavy Fast-Food Users, also known as 
young, single males—are being dispropor- 
tionately hurt by unemployment and fall- 
ing incomes. McDonald's, the biggest 
chain, with 13% of the fast-food market 
compared with Burger King’s 6%, is suffer- 
ing particularly badly. Although it contin- 
ues to gain market share from weaker ri- 
vals such as Burger King and Jack in the 
Box, its same-store sales fell by 2.8% in 
America in the third quarter and by 3% in- 
ternationally. Investors are hopping mad 
about a 44% fall in the share price since 
Jack Greenberg became boss in 1998. 

Atits peak in 1996, McDonald's opened 
2,000 new restaurants a year. It plans to 
launch just 600 in 2003 and it is closing 175 
underperforming restaurants, quitting 
three countries and firing some 600 work- 
ers. Mr Greenberg refuses to accept that the 
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Fast Chinese cuisine 


Junk food? 


HONG KONG 


Why the future of fast food may be congee, tofu and roast duck 


66 ALLY, Chinese will displace 

the burger and the pizza,” says Mi- 
chael Chan, chairman of Café de Coral, 
the world’s biggest chain of Chinese- 
style fast-food restaurants. He does not 
mean in Hong Kong, his home market, 
where this has already happened, but in 
America, Europe and the world. It 
sounds brazen, but Mr Chan has suppor- 
ters. In the Philippines, Tony Tan, chair- 
man of Jollibee, the country's largest 
fast-food chain, has high hopes of 
Chowking, its young Chinese-food off- 
shoot. As the only two fast-food tycoons 
anywhere to trounce McDonald's in 
their home markets, Messrs Chan and 
Tan deserve to be taken seriously. 

Their optimism is based on two 
trends. One is growing health conscious- 
ness, as well as more acceptance of “eth- 
nic" foods. In America, 90% of the 
fast-food industry is ^western"—from Big 
Macs to doughnuts—and under 10% "ori- 
ental" (mostly Chinese). Mr Chan reck- 
ons that share could easily double as 
Americans who are too hurried for slow 
food but too worried by greasy burgers 
opt for a healthier alternative. Already, 
90% of Café de Coral's customers in 
Canada, where it has dominated Chi- 
nese fast food since buying the Manchu 
Wok chain in 2000, and in America, 
where it is the second-biggest oriental 


group has gone "ex-growth", pointing to 
opportunities in countries such as China 
(see box). But with four-fifths of its world- 
wide income coming from four mature 
markets—America, Britain, Germany and 
France—out of the 121 itis in, that allegation 
is proving hard to counter. Burger King is in 
even worse shape. Its price war, primarily 
against McDonald's (this week Burger King 





Disposing of the evidence 


chain, are non-Chinese. 
Then there is mainland China, where - 
fast food is booming. Today, barely 2% of 


all eating out in China hap in fast- 
food restaurants, entered cil 32% in 
America, 25% in Japan, or 18% in Hong 
Kong. But the Chinese are getting richer — 
and they see fast food as modern; the in- - 
dustry is growing by 20% a year. Most of 
des is today going to American 
fast food, not Chinese: McDonald’s and, 
even more, Kentucky Fried Chicken 
(KFC). Mainland Chinese see the Ameri- 
can chains as hip, new, even exotic. 
About 80% of the fast-food market is 
western. KFC already has almost 800 
restaurants in China. McDonald's has 
over 500, and plans to open 100 à year. 
In mainland China in the short term, 
Café de Coral, Chowking and other Chi- 
nese chains may find themselves selling 
fast-ice to Eskimos. They are betting that 
the novelty of the Big Mac will wear off 
and demand for western meals will 
slow—but that consumers will not lose 
their appetite for food delivered fast. 
Chinese food will satisfy that need. 
Mainland China may even come to re- 
semble already-rich Hong Kong, where 
Chinese accounts for 70% of the fast- 
food market. Even in Shanghai, Colonel 
Sanders's finest chicken may not stay as 
finger-lickin' irresistible as it is now. 


revived the 99-cent deal launched in Sep- 
tember for its Whopper burger) has hit pro- 
fits so hard that a planned sale by its par- 
ent, Diageo, fell through last month. 
Diageo is desperate to reassure investors 
that a sale will happen, even though one 
of Burger King's biggest franchisees this 
week went into bankruptcy. 

The fast-food industry is, belatedly, re- 
sponding to the new challenge. Peter 
Oakes, of Merrill Lynch, says Wendy's has 
bridged the gap between fast food and fast 
casual with a fresher menu and nicer am- 
bience. McDonald's is not sitting still ei- 
ther. It is rolling out a new range of salad 
bowls and reintroducing its popular flat- 
bread sandwiches. It has also bought or 
part-owns several fast-casual chains, in- 
cluding Chipotle, a Mexican-style grill 
with same-store sales-growth of 20%, Bos- 
ton Market, a 650-strong chain vendor of 
“homestyle” meatloaf and chicken, and 
Pret A Manger, a British chain offering 
sandwiches, sushi and juices that is ex- 
panding in America. But none of this will 
deal with the weighty legal problem posed 
by the industry's biggest customers. 8 
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Face value | Miss World war 


Julia Morley finds that managing a global brand is not easy 





ONE are the innocent days when the Miss World contest ex- 

isted largely to reduce search costs for ageing rock stars seek- 

ing future ex-wives. On December 7th this year's winner will be 

crowned in London-anti-pageant rioting that killed hundreds 

having prompted a last-minute switch from Nigeria—under a 

cloud from which the 51-year-old contest to find the world's 
“most beautiful" woman may never entirely escape. 

Whatever other lessons may be drawn from this sorry tale, 
one is clear: it is not easy to succeed as a global brand. Unlike, 
say, American baseball’s decidedly non-global “world series", 
Miss World's ambitions literally reflect its name. Its website 
boasts of “a proven brand that's recognised globally", over 2 bil- 
lion viewers, “phenomenal” web hits and "consistently high- 
quality" programming. "If you're associated with Miss World 
2002, you can be sure of one thing; it will be massively success- 
ful for your brand,” it promises would-be partners. Well, unless 
all publicity really is good publicity, that is no sure thing now. 

It is wrong to blame Miss World for the riots, as did Ken Liv- 
ingstone, London's mayor, when publicly regretting its reloca- 
tion to his city. The blood of the dead is on the hands of the 
rioters, not those of Julia Morley, Miss World's chief executive, a 
self-described “tough bitch" whose late husband, Eric, held the 
first annual pageant of "international bathing beauties" in 1951. 

Yet from the more humdrum perspective of global brand 
management, there is a case for Mrs Morley to answer. Interna- 
tional businesses have no excuse for ignoring political risk. For 
sure, the *corporate social responsibility" brigade goes too far in 
its criticism of how multinationals operate in poor countries. But 
that does not mean any business can roll merrily into a place rife 
with corruption or religious fundamentalists without thinking 
through the risks to its brand—especially if the brand depends 
for its success on a positive reputation with customers. That is at 
least as true of Miss World as, say, Shell, which has long been 
troubled by the image of its Nigerian business. 

Mrs Morley seems to have been astonishingly naive about 
political risk, and even more so about its subset, fundamentalist 
risk. A particularly fierce brand of Islamic fundamentalism has 
been taking root in northern Nigeria. Indeed, the sentencing of a 
Nigerian woman to be stoned to death after she had a baby out- 





side marriage prompted several aspiring Miss Worlds to with- 
draw from the contest, and led to widespread calls for it to be 
cancelled or relocated. Instead, Mrs Morley seems to have con- 
cluded that the fundamentalists could be shamed into mercy by 
an act of global sisterhood. The "best way of supporting her", 
she said, "is by going to the country, not by isolating it." 

A charitable interpretation might be that Mrs Morley was not 
really so naive. Perhaps she hoped that the desire of the Nigerian 
government to brush up its lacklustre international image by 
association with Miss World would outweigh its fear of upset- 
ting the fundamentalists by quashing the death sentence. Even 
so, a cursory examination of Nigeria's recent history should 
have told her that her contest might inspire violent religious 
protests that could damage her brand by association. A local 
journalist may have triggered the riots by writing that, were he 
alive, the Prophet Muhammad might have married one of the 
contestants, but even without that, the fundamentalists might 
have found another excuse. Mrs Morley should have learned 
from a previous escape: in 1996, a feminist suicide squad threat- 
ened to set fire to themselves during Miss World in India. (An In- 
dian man burnt himself to death outside the venue.) 

Itmay seem cowardly; but when it comes to political and fun- 
damentalist risk, discretion may be the better part of valour. 
Why expose your brand to Nigeria if you have a choice? Argu- 
ably Shell has none: the oil is there. But Miss World did. 

Given all the talk of a clash of civilisations, might Mrs Morley 
deserve praise for fearlessly promoting western "culture"? Her 
pinning of blame for the riots on the Nigerian journalist and 
later the British media suggests not. Going to Nigeria may in fact 
have had more to do with the government's promises of support 
for the event than with any crusade for freedom. 


The swimsuit issue 

For perhaps Mrs Morley too felt she had no choice. Miss World is 
a global brand in crisis. Ever since feminists stormed the contest 
in London in 1970, it has been under attack in Britain as out- 
moded and sexist. It is no longer screened on networked British 
TV. Shunned by the elite, Miss World fell victim to brand schizo- 
phrenia. Mrs Morley wanted to add depth, coining the term 
"beauty with a purpose"; her husband favoured moving down- 
market. The unhappy result in 2000, shortly after his death, was 
that contestants shared dreams of making the world a better 
place with Jerry Springer, a doyen of American trash-Tv. There 
were plenty of viewers, but, since they were largely in poor 
countries, a measly demographic. Attempts to enter America 
have fallen foul of the dominant local rival, Miss Universe, part- 
owned by Donald Trump, a trashy tycoon. 

On inheriting Miss World, Mrs Morley decided to move up- 
market. The website boasts of a "brand new" Miss World, “re- 
flecting the attributes of today's woman; a woman who has her 
own goals and views of her role within society". Contestants are 
no longer expected to parade in swimsuits. 

Maybe it was a desire to prove the character of this new Miss 
World that led Mrs Morley to take a political stand in Nigeria. Yet, 
although it may reflect badly on the state of the world, the brand 
might have fared better had she accepted Mr Trump's reported 
offer to buy her out. It seems unlikely that he would let Islamic 
fundamentalists anywhere near it-except, no doubt in their mil- 
lions, via TV and the Internet. His answer to the brand identity 
crisis, one suspects: even skimpier swimsuits. 8 
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WHEN WE DECIDED 
1O DEVELOP A 
CLEANER FUEL, 


FERRARI 


Clive McDonald and his Shell Fuels 
Research team have been actively involved 
in the development of racing fuels for 


many, many years now 


Creating high performance grades that 


However, this relentless search for fuels that power the likes 
of Ferrari hasn't been to the detriment of the urban motorist. 
In fact, it has actually led to cleaner, greener fuels capable of 


greatly reducing CO: emissions. 


Which has the proven potential to signiticantly lessen these 


emissions in cities around the world 


GAVE US A 


HEAD STARI. 


have driven, and continue to drive, the world of F1 to greater heights. 





In effect, it represents the creation 
of a forest more than 100 times the size 


ot Manhattan 


At Shell, we believe we have to stay 
on track in our search to find the cleanest 


most efficient fuels possible 


Which, in our case, quite often happens to be the track also 


used by Ferrari at Maranello 


For more information, read the Shell Report "People, planet 


and profits” or visit www.shell.com 
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Companies are outsourcing huge chunks of what they do to logistics companies 


HAT caused rcr's share price to stut- 

ter briefly last week? Answer: ru- 
mours, no more, of logistics problems at a 
Dutch subsidiary of the British chemicals 
company. What is the biggest challenge 
facing Nokia with its new smartphones, 
which bring the power of a PC to a mobile 
handset? Answer: logistics, the Finnish 
company's ability to get all the parts into 
its mobile phones, and get the phones out 
to the market where and when they are 
wanted. 

Logistics is a word that you see most of- 
ten on the side of trucks. But it has a bigger 
meaning: the management of the flow of 
materials through an organisation, from 
raw materials to finished goods. "It's one 
of the most abused terms in business," 
says Peter Bakker, boss of TPG, à transport 
group. The Oxford Dictionary definition of 
logistics is first, the "science of movement, 
supply and maintenance of military forces 
in the field." Poor logistics helped to defeat 
Napoleon, and later Hitler, on the road to 
Moscow and Stalingrad: both over- 
stretched their supply lines. The same pro- 
blem did for Rommel in North Africa, 
when his tanks lacked enough fuel to fight 
Montgomery effectively at El Alamein. 

Much of the allies' Gulf war success 
was also attributed to logistics. Indeed, 
that war made logistics a sexy manage- 
ment subject. General Norman Schwarz- 
kopf's logistics chief joined the American 
retailer Sears Roebuck, to work his magic 
in civilian life. 

Logistics might sound a simple enough 
business of moving things around, but it is 
growing more complex as customers de- 


mand more finely tuned services, and as 
new technology and greater use of the In- 
ternet open up new ways of passing 
around information. Now that companies 
have  delayered, re-engineered and 
scrubbed the waste from their assembly 
lines, logistics seems worthy of rather 
closer attention. 

Much of the Japanese-led methods of 
lean production and just-in-time supplies 
remained within factory walls. Incoming 
parts came in batches from warehouses, 
and sat around until they were used; out- 
going products were delivered to distribu- 
tors in batches, and also sat around. Now 
companies are more demanding, seeking 
to eliminate both incoming and outgoing 
inventory. 

They do this in several ways. To sim- 
plify what goes into the factory and make 
it more of a snap-together assembly line, 
they outsource more, and buy in sub-as- 
semblies rather than individual parts. 
They are also trying to build only to orders 
from customers (known as BTO), rather 
than guessing what will bein demand and 
supplying it from accumulated stocks. Cut- 
ting inventories and introducing BTO calls 
for a comprehensive, flexible freight opera- 
tion. This is such a challenging task that 
companies are reluctant to do it all them- 
selves. So more of them are, in effect, out- 
sourcing logistics to third parties. 

This movement is forcing the freight- 
transport industry to reshape, as custom- 
ers seek service suppliers with global 
reach. Manufacturers want custom-de- 
signed delivery systems, using all types of 
transport-land, sea and air. Distinctions 
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between postal, express and logistics ser- 
vices are blurring. And the fastest-growing 
part of the business is catering to the de- 
mand for outsourcing by providing com- 
panies with third-party logistics. 
Companies realise that organising the 
supply of incoming parts and outgoing 
goods can account for 10% of their costs. 
Yet they know little about how best to do 
it, according to Mr Bakker of TPG, the 
world’s second-largest logistics specialist 
(under its TNT Logistics brand). He says the 
biggest omission is not counting the cost of 
holding more inventory than is needed. 
Even car makers, for all their lean factories, 
produce cars that sit idle for up to 100 days. 


Consolidators in control 

Nowadays, with global supply-chains con- 
necting cheap workers on one side of the 
world with rich consumers on the other, 
good logistics can make all the difference 
to a company’s ability to serve its custom- 
ers. It is not just what you make or how 
you make it. It is how quickly you get the 
parts together, or shift finished products 
from Asian factories to western markets. 
The success of retailers such as Wal-Martin 
America or Marks & Spencer in Britain de- 
pends largely on getting the right goods to 
the right place on time. Indeed, one reason 
for M&s’s tumbling profits a few years ago 
was that it lost control of its supply-chain; 
anxious to go farther afield in search of 
lower costs, it failed to maintain a system 
that could adapt quickly to what was sell- 
ing and what was not. 

These pressures are forcing consolida- 
tion in the freight industry, traditionally 
very fragmented. At one extreme are basic 
road-haulage companies, rail-freight firms, 
shipping lines or air-cargo firms. Above 
them is a handful of international compa- 
nies known as “consolidators” or “integra- 
tors”. These are firms such as FedEx, ups 
and DPWN (Deutsche Post World Net, 
which absorbed DHL). Such companies 
have lots of capital invested in their global 
networks, and they offer both parcel and » 
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> express-delivery services. For the most 
part, they run standard services to make 
best use of their assets. 

Other companies offer specialised ser- 
vices. Some act as dedicated contract carri- 
ers for clients, running their truck fleets. 
Others are freight forwarders, buying ca- 
pacity on ships and cargo planes, and 
putting together loads from different com- 
panies to fill them. Then there are trans- 
port and warehouse-management firms, 
which organise the physical movement 
and storage of goods. 

Allsuch businesses deal with three par- 
allel flows: physical goods, information 
and finance (leasing, lending, brokerage). 
As the business changes because the 
needs of shippers-ie, the ultimate custom- 
ers, the companies that need their goods 
transported—alter, companies operating in 
one part of the chain are tempted to ex- 
pand into others. They think the grass is 
greener over the fence. Thus freight for- 
warders, as well as doing basic tasks of ar- 
ranging import documentation and book- 
ing space on ships, start organising the 
supply of parts and the preparation of kits 
for assembly. Some even stray into con- 
tract manufacturing for companies. 

Management consultants at McKinsey 
calculate that the total American logistics 
market, which includes basic transport 
and in-house administration costs, is 
worth about $1 trillion a year, and grows 
annually by around 4%: in other words, it 
is a mature business. But the third-party 
market, of around $50 billion a year, is 
reckoned to be growing at 15-18%. On a 
similar narrow definition, McKinsey esti- 
mates that the European market was 
worth around $155 billion in 1999, and will 
expand to $213 billion by 2005. 

This growing market is being eyed, es- 
pecially in America, by lots of existing 
freight companies. Most operators in one 
market, or one region, are considering wid- 
ening their service and geographical foot- 
print. Express air-carriers such as FedEx 
and urs have the advantage of existing 
large networks, which they can also use for 
customised logistics. Broking houses such 
as Kuehne & Nagel can offer their skills in 
tying together different modes of trans- 
port. DPWN and TPG bring sheer size and 
capital. Truck-leasing firms, such as Ryder 
and Penske, and for-hire truckers, such as 
CNF and usrreightways, also have big 
customer bases and fleet-management 
skills. One global manufacturer, Caterpil- 
lar, which makes construction equipment, 
has also chosen to enter the logistics busi- 
ness, hoping that its global distribution 
network will give it a good start. 

The businesses that make most use of 
this level of logistics are in electronic com- 
ponents, consumer electronics (including 
mobile phones and Pcs), pharmaceuti- 
cals, fashion and, above all, cars-both 
parts manufacturers and assemblers. 
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Since the average car contains 10,000 dif- 
ferent parts, some of them susceptible to 
competition from cheap manufacturers in 
low-wage countries, the industry tends to 
have extended supply-chains around the 
world. The conversion to lean manufac- 
ture in its factories has spurred a need for 
ever-more sophisticated logistics. 


Smart and soft 
So what exactly can smart logistics do for 
companies? One example is TPG’s con- 
tract with Ford to service its Toronto fac- 
tory. This plant produces 1,500 Windstar 
minivans a day. To keep it running virtu- 
ally round the clock, TPG has to organise 
800 deliveries a day from 300 different 
parts makers. Its software must be tied into 
Ford’s computerised production system. 
Loads have to arrive at 12 different points 
along the assembly lines without ever be- 
ing more than 10 minutes late. Parts must 
be loaded into trucks in a pre-arranged se- 
quence to speed unloading at the assem- 
bly line. To make all this run like clockwork 
takes a team of ten computer-wielding op- 
erations planners and 200 unskilled work- 
ers, who make up the loads in the right se- 
quence at a warehouse down the road. The 
vehicles involved are mostly owner-oper- 
ated, but under contract to TPG. It is a 
seven-year contract, and TPG has to lower 
its price by 2% a year. 

Another example is an arrangement 
between Maxtor, a maker of computer 
disk-drives, and Exel, the world’s leading 
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firm for pure logistics. Exel, formed from a 
merger of a shipping line and a road haul- 
ier, now owns no ships or trucks, focusing 
instead on logistics contracts. The Maxtor 
deal requires it to shift drives from fac- 
tories in Asia to companies such as Dell, 
Compaq and Hp in Asia and America, all 
within 48 hours. AsJohn Allan, Exel's chief 
executive, says, "there is no inventory". 

For Mr Allan, the difference between 
pure logistics companies, such as Exel and 
TPG, and traditional freight firms is that 
"we analyse and optimise the supply- 
chain for the company and so create 
value." He sees his role as orchestrating the 
supply chain. The rest of the industry are 
under his baton. One of Exel's biggest con- 
tracts is with Ford, for which it organises 
supplies for seven factories around Eu- 
rope. Exel also works for Volkswagen in its 
operations in Spain and Mexico. The fac- 
tory in Puebla, Mexico, turns out 1,400 
new Beetles a day. And Exel helps with 
Nokia's logistics as well, especially in 
China and South-East Asia. 

The more they get into orchestrating the 
flow of inbound goods, the sequencing of 
parts delivery and the management of 
supplier parks for vehicle assemblers, the 
closer these companies come to managing 
actual production. Along the supply chain, 
the different freight companies now 
increasingly do packaging, labelling and 
some manufacturing, especially in con- 
sumer electronics. TPG's TNT Logistics op- 
eration even does light assembly-work for 
DaimlerChrysler in America. 

Some industry analysts reckon that in 
consumer electronics, the growth of such 
contract manufacturing, often organised 
through logistics companies, will lead to 
over a third of electronics manufacturing 
being outsourced by 2005. Some forecast- 
ers think that the share could then double 
again. Technology is partly driving this 
growth. According to a report by Accen- 
ture, advances such as the use of radio-fre- 
quency identification and the Internet 
could significantly improve supply-chain 
management. Transponders on product 
packages can communicate with devices 
in factories or warehouses, leaving a trail 
of where things are at any given time. All 
this makes it easier for manufacturers or 
their logistics contractors to track their pro- 
ducts across the whole supply-chain. Ac- 
centure claims it is the biggest advance in 
supply management since the arrival of 
the bar-code. 

Given these technological advances, 
and as logistics firms reach ever deeper 
into clients' core businesses, traditional 
manufacturing, whether of cars or per- 
sonal computers, could start to disappear. 
The logistics operators may then organise 
everything but product development, de- 
sign and marketing. Then they will be even 
more vital to the success of such compa- 
nies as Nokia and ICI. W 
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What took them so long? 


FRANKFURT 


The European Central Bank shrugs off a year of inflation-phobia 


RITICS of the European Central Bank 

(ECB) have long complained that fi- 
nancial markets cannot tell what its offi- 
cials are going to say next. The complaints 
have finally sunk in. As the ECB prepared 
to cut euro-area interest rates on December 
sth, the first change in 13 months, the only 
question in bank watchers' minds, after so 
much official semaphoring, was the size of 
the cut. The ECcB plumped for a bold half- 
point, to 2.75%, rather than a cautious quar- 
ter. That should stifle speculation that rates 
will soon fall further. 

Since the bank's November meeting, 
when its customary "consensus" was 
harder than usual to reach, several mem- 
bers of its rate-setting governing council 
had hinted at a cut this time. Finally, on De- 
cember 3rd, Wim Duisenberg, the ECB's 
president, talked unambiguously of 
strengthened evidence that inflationary 
pressures were easing, while "downside 
risks to growth" had not vanished. By cen- 
tral bankers' standards, the signal was 
deafening. 

But why did the Ecs leave rates un- 
changed for so long? By contrast, the Fed- 
eral Reserve—despite America's higher 
growth rate—has been willing to cut on 
several occasions. This year, the euro area 
has seen one disappointment after an- 
other, most obviously in Germany, its big- 
gest member. For instance, unemploy- 


ment there rose by more than expected in 
November. In the third quarter, as in the 
second, GDP in the whole euro area grew 
by only 0.3%—or 1.2% at an annual rate. The 
future looks no cheerier. On average, the 
panel of economists polled monthly by 
The Economist now predicts growth of a 
mere 1.5% in 2003. Six months ago, our 
forecasters expected 2.9% (see chart). 
Fiscal policy is doing little to support 
economic activity. The euro area's stability 
and growth pact requires members to keep 
their budget deficits to below 3% of GDP. A 
breach necessitates swift remedial ac- 
tion—or the offender may risk paying a 
hefty fine. The French government, it is 
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true, seems to be defying the pact. No won- 
der, given that French growth slowed to a 
0.8% crawl (at an annual rate) in the third 
quarter. France wants to cut taxes, even 
though the European Commission, which 
monitors countries’ compliance, thinks it 
may break fiscal limits in 2003. But in Ger- 
many, where a deficit of 3.8% is likely this 
year, the governmentis raising taxes, to the 
fury of businesses and many voters. 

The ECB's line has been unsympa- 
thetic—not only holding rates, but repeat- 
ing in schoolmasterly tones the impor- 
tance of sticking to the rules. The 
commission recently proposed adjust- 
ments to the pact: but the 3% limit would 
stay, and countries with structural deficits, 
such as Germany, would still be expected 
to tighten policy, even in bad times. 

One reason for the ECB's slowness, 
thinks Mark Wall of Deutsche Bank, is in- 
stitutional. Unlike the Bank of England, it 
takes no votes (or has so far admitted to 
none); nor does Mr Duisenberg dominate 
the governing council as Alan Greenspan 
does the Federal Reserve's open-markets 
committee. Consensus is the rule—and a 
consensus for change can take time to 
build. Second, and perhaps more impor- 
tant, the ECB's treaty-prescribed duty is 
not to keep the economy at full steam but 
to maintain price stability, which it defines 
as a rate of inflation of no more than 2%. 
Despite the weakness of the euro-area 
economy and talk of the risk of deflation, 
that target has proved hard to hit. 

In October inflation in the euro area 
was a stubborn 2.3%, up from 1.9% in July. 
Core inflation, which excludes energy, 
food, alcohol and tobacco prices, has been 
2.4% or thereabouts for several months. 
But evidence of weakening activity has 
been building for months, and economists 
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from a stronger euro, to pull inflation be- 
low 2% next year. 

The main reason for inflation's sticki- 
ness, suggest economists at Goldman 
Sachs, is that unemployment in the euro 
area has risen only slightly—to 8.4%, from a 
low of 8% last year—as the economy has 
slowed. That has meant little downward 
pressure on wages. In turn, that has kept in- 
flation in services on a rising trend, reach- 
ing an annualised rate of 3.5% in the three 
months to October. Moreover, slack in the 
economy affects inflation in services only 
slowly. Assuming that output dropped be- 
low capacity in the second half of 2001, 
the economists reckon that inflation in ser- 
vices should be about to turn. 

Not surprisingly, wage moderation is a 
virtue that Mr Duisenberg preaches fre- 
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quently. Wage stickiness could stop infla- 


tion falling much below 2%, and could jus- 
tify the expectation of many economists 
that short-term interest rates will fall no 
lower than 2.75%. 

That is hardly good news for those who 
would welcome easier money. But in a 
club of 12 diverse countries, noteverybody 
wants lower rates. The 2.3% average for Oc- 
tober hides a broad range, from 1.3% in Ger- 
many-where the figure has since fallen 
further-and Belgium, to 4%-plus in Ire- 
land, Portugal and Spain. In Germany, 
where some see a risk of deflation, the case 
for lower interest rates is plain. Yet Rodrigo 
Rato, Spain's finance minister, said this 
week that, with credit growing by 13% a 
year in his country, a rate cut would be 
"not so great". The ECB will never please 
everybody. Nor hasittriedto. @ 









EU enlargement 


What 
convergence? 


WARSAW 
Central Europe's candidates love the 
Union but fear the euro 


ITH European Union enlargement 

apparently steaming ahead, the 
bond markets are pricing in "convergence" 
as if it were a done deal. Moody's, a rating 
agency, recently upgraded the foreign-cur- 
rency debt of the eight Central Furopean 
candidates. The process of integration 
with the EU was now "virtually irrevers- 
ible,” it said. Not so fast. 

Negotiations for entry in May 2004 are 
due to be wrapped up at the Copenhagen 
summit next week. Then each candidate 
must hold a national referendum most 
likely with positive results. But they now 
seem less anxious to get to the next stage 
after accession: adoption of the single cur- 
rency, which is obligatory for new mem- 
bers. That is because they will have to fulfil 
the strict Maastricht criteria for levels of in- 
flation, budget deficits and public debt. 
Several EU hopefuls have already 
breached the budget deficit ceiling of 3% of - 
GDP (see chart). Standard & Poor's, a rating 
agency, recently downgraded Poland’s 
and Hungary’s increasingly burdensome 
long-term domestic debt. 

The European Commission and the 
European Central Bank have given warn- 
ing that hasty euro entry could endanger 
the applicants’ growth prospects by de- 
priving them of the monetary flexibility 
needed to cope with the pressures of the 
single market. Even some rich West Euro- 
pean countries have been harmed by the 
single currency, with interest rates too 
high for sluggish Germany, but too low for 
buoyant Ireland, for example. 

Until recently, candidate states would 
not have dared to question openly the 


rules underpinning the single currency, »» 
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"At General Motors, we believe working together as one team is 





paramount to success. Whether we are employing our talent 


and expertise from around the world, or taking 









advantage of our global sales network, 
or leveraging our size to create 
economies of scale, the people 
of GM operate as a single 
entity that is obsessed with 
satisfying our customers. 
In the educational arena, 
Duke University's 
7 business school fosters 
a sense of community 
among its students 
because it recognizes 
the strength of shared 
goals. In a world that 
is growing, yet acting 
smaller every day, 
having a community of 
employees with shared 
goals - and shared success - 


makes all the difference." 
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President and Chief Executive Officer 
General Motors Corporation 


At Duke University’s Fuqua School of Business, community is part of 
the culture. Team Fuqua drives the collaborative quest for excellence 
whether we are on our campus in Durham, NC, in Germany, 
or anywhere around the world. The Fuqua School of Business. 


Where tomorrow’s leaders are being taught today. 


To learn more about Fuqua' four distinct MBA programs and executive 
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education programs, visit our web site: 


www.fuqua.duke.edu/info/ec5 
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lest the markets send their currencies 
plunging and their borrowing costs spiral- 
ling. But stinging comments on the “stabil- 
ity and growth pact" from within the Ev 
have given some the courage to complain. 
Gyórgy Suranyi, a former governor of 
Hungary’s central bank, declared last 
month that, if the EU adopted a more flexi- 
ble fiscal framework, Hungary’s growth 
prospects would doubtless improve. 
Poland’s government still insists that it 
will be ready to join the euro in 2006 or 
2007. But last month Grzegorz Kolodko, its 
finance minister, presented his EU coun- 
terparts with proposals to loosen the fiscal 
rules. He argued that budgetary rules 
should apply to the aggregate deficit in the 
euro-area, rather than to each country—an 
extension of a British proposal. One Dutch 
official fumed privately that profligates 
would be “free-riding” on the backs of 
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more frugal countries. But Mr Kolodko is 
unrepentant: “the EU should think about 
Italy or Belgium's public debts-not to 
speak of their levels on the eve of zu and 
[euro-zone] accession." These are bold 
words, although they would carry more 
weight if Poland's awesome budget deficit 
was itself designed to stimulate economic 
growth not to put off reforms. 

Most analysts doubt that Central Eu- 
rope's biggest countries—Poland, Hungary 
and the Czech Republic—have a chance of 
meeting the 3% deficit limit by 2007. Hav- 
ing secured their places in the Eu, these 
governments may be even more inclined 
to let budgets and borrowing rip, delaying 
euro entry as late as 2010. By that time the 
stability pact may no longer exist, and new 
members may be able to enter on looser 
criteria. Punters betting on speedy conver- 
gence may have jumped the gun. m 





Lazard 


Bruce's big bet 


LONDON AND NEW YORK 


Is Lazard's expansion killing the culture that made it rich? 


RUCE WASSERSTEIN, boss of Lazard 

for nearly a year now, wants you to 
know that his firm is anything but a bou- 
tique. It may be small, but the investment 
bank-founded over 150 years ago—has a 
presence in America and Europe, a big as- 
setmanagement business, and a re- 
nowned restructuring team. Guided by Mr 
Wasserstein, the firm has moved away 
from its patrician, if sometimes chaotic 
past. To be sure, some of the changes were 
long overdue, especially for a firm that last 
year seemed to be on its deathbed. 

Mr Wasserstein has centralised La- 
zard's operations, which had long been di- 
vided among independent entities in 
Paris, London and New York, and forced 
stroppy partners to work together and 
share information on deals. He has also 
simplified the bank's byzantine sharehold- 
ing structure. The terms of his contract 
make him unchallenged supremo-not a 
form of corporate governance being rec- 
ommended elsewhere. He is now spend- 
ing millions on new talent that is likely to 
change the firm beyond all recognition. 

Does Lazard need such a radical cure? 
For those who believe in old-style relation- 
ship banking and independence of merger 
advisory work, Mr Wasserstein is Lazard's 
undoing. Others think that he is right to 
hire dynamic new bankers with big pay 
packets at a time when talent is available, 
and to aim beyond Lazard's traditional 
business. Lazard used to be a shop of 
clever individualists who worked as much 





Soup-to-nuts banking 


against as with each other. It would not 
have been wise to send them off on the 
same duck shoot, recalls Marcus Agius, La- 
zard's deputy chairman in London, since 
they would probably have ended up 
shooting each other. 

The cost of Mr Wasserstein's remedy is 
unpredictable. So far, he has spent an esti- 
mated $100m, most of it on a big bet that 
the market for mergers and acquisitions 
will revive. But if the market remains de- 





pressed until 2004, at least-as many think 
it will-Mr Wasserstein may need even 
more capital to finance his ambitious 
plans. Heis said to have put in several hun- 
dred million dollars of his own money. 
Without an upturn in M&A work, the firm 
has only another 18 months before more 
capital is needed, reckons one banker. 

With his brash style, Mr Wasserstein 
has already alienated many of the old 
guard. Felix Rohatyn, a Lazard veteran, 
who once brought in a third or more of La- 
zard's merger-advisory business, played a 
pivotal role in the recent takeover of 
Household International, an American 
consumer-finance company, by HSBC, à 
global bank based in London. But this time 
he was acting under the banner of Roha- 
tyn Associates, a one-man shop. Mr Was- 
serstein also sacked six managing direc- 
tors at the firm's London branch in July, all 
of them old-style relationship bankers. 
They were given a week to vacate their of- 
fices—a far cry from the old days when La- 
zard's lay-offs were gentler. 

Those who are brought in with fat pay 
packages care little about radical changes 
to Lazard's culture. Chuck Ward left CSFB 
with a promise of guaranteed pay of $7m a 
year. So far Mr Wasserstein has added 24 
new partners, with more to come. Many of 
them are 30-something MBA-toting indus- 
try experts. None of them can replace the 
highly connected, politically savvy (and 
often independently wealthy) advisers 
who have left in recent years. These days, 
Lazard bankers are as likely as those from 
any other firm to overwhelm clients with 
pitchbooks and slideshows, the stock-in- 
trade of the management consultant. Mr 
Wasserstein's recent moves appear to take 
Lazard ever closer to the soup-to-nuts uni- 
versal-banking model, which aims to offer 
clients everything from cheap loans to as- 
set management and industry expertise, 
as well as strategic advice. 

The timing is, to say the least, contrar- 
ian. Universal banking is out of favour 
with regulators as well as distrustful cli- 
ents. A sudden new awareness of these 
firms' conflicts of interest has made La- 
zard's traditional approach look more of a 
winning formula, with its emphasis on 
impartiality. Would it not make more 
sense now to strengthen the firm's iden- 
tity, rather than copy everybody else? 

One of Lazard's remaining strengths is 
its restructuring business in America, 
which is being transplanted to Europe. 
About 60% of Lazard's fees, expected to fall 
to $250m this year, come from restructur- 
ing work. Much of the rest of the firm's rev- 
enue will come from the pending acqui- 
sition of Pharmacia by Pfizer, an American 
drug giant, a client brought in by Mr Roha- 
tyn years ago. Recently, Lazard appeared to 
have mended fences with Vivendi, a long- 
time client that was formerly run by Jean- 


Marie Messier, a Lazard alumnus. But its » 
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mandate was only to sell a stake in the Vi- 
vendi Environnement subsidiary—the par- 
ent company still wants nothing to do 
with Lazard. 

None of this will matter much in the 
medium term, if Mr Wasserstein—with a 
track-record as a brilliant dealmaker in 
America—can find a rich buyer for Lazard 
itself. As the second-biggest shareholder 
after Michel David-Weill, the non-execu- 
tive chairman, Mr Wasserstein is esti- 
mated to own around 10-15% of the bank's 
shares. Lazard's market value may now be 
around $2.5 billion. If he can sell Lazard for 
something like its value of a few years ago, 
he might earn even more than the $650m 
he took home from the sale of his invest- 
ment-banking boutique, Wasserstein Pe- 
rella, to Dresdner Bank in 2000. But how 
useful could a bulked-up Lazard be to a ri- 
val financial firm? Grey-suited gigantism is 
yesterday’s story. W 


Retail banking 
Citi slickers 


DUSSELDORF AND TOKYO 
Local banks are struggling, so what is 
Citigroup doing right? 


(oper een between the ailing econo- 
mies of Germany and Japan are a hot 
topic, particularly in banking and insur- 
ance. Japan's banks are undeniably in 
worse shape than Germany's: some of 
their balance sheets are propped up by lit- 
tle more than regulatory indulgence. Ger- 
man banks are desperate to cut costs, per- 
haps by merging-this week a union of 
two of the biggest, HypoVereinsbank and 
Commerzbank, was rumoured. 

Both banking industries have to cope 
with a distorted retail market. So why are 
the retail arms of America's Citigroup do- 
ing well in both countries? At Citigroup Ja- 
pan—which celebrated its 100th birthday 
this year—the retail division pulled in pro- 
fits of $928m in the financial year to March, 
twice what it made two years before. In 
Germany, Citibank Privatkunden boasted 
a cost-income ratio of just 44% in the first 
nine months of 2002, 40-50% below those 
of big private banks' retail operations. 

In Japan, Citi enjoys much lower fund- 
ing costs than stricken local institutions. It 
has also benefited from depositors' fears 
that their money is not safe with local 
banks—which are weighed down by ¥150 
trillion ($1.2 trillion) of bad debts—despite 
the fact that deposits at Japanese banks are 
covered by a government guarantee until 
March 2005, while those at foreign houses, 
such as Citi, are not. This summer it was 
even rumoured that Tokyo's provincial 
government, one of Japan's biggest depos- 
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Long arm of the law 


American prosecutors have empanelled a grand jury to indict Crédit Lyonnais 


rival suitors circle Crédit Ly- 

onnais in France, its past is catch- 
ing up with itin America. Jeffrey Isaacs, 
an assistant United States attorney in Los 
Angeles, has started long-awaited grand- 
jury hearings to indict the bank for fraud 
in connection with its purchase in 
1991-93 of Executive Life, an American 
insurance company. Several witnesses 
have been called and more will appear 
this month and next. An indictment is 
expected early next year. 

After Executive Life went bust in 1991, 
insurance regulators chose à rescue 
package put together by Crédit Lyonnais. 
As part of the deal, the bank arranged 
for a new insurance company, Aurora, to 
take over Executive Life's insurance con- 
tracts. Regulators were told that a con- 
sortium set up to own and manage 
Aurora would be independent of Crédit 
Lyonnais, as both federal and state laws 
required. However, the bank had con- 
fidential agreements to buy back shares 
in Aurora from consortium members, 





Making money in Germany and Japan 


itors, might shift some money to Citi. 

In both countries, the bank has tightly 
controlled costs. In Japan it has a mere 24 
retail branches, augmented by telephone 
and Internet banking and, since 1999, by a 
deal giving it access to the post office's 
26,000 cash dispensers. It uses newspaper 
advertisements rather than salesmen to 
push its products. In its 300 German 
branches, Citibank Privatkunden strives 
not to waste costly labour on mundane 
tasks. Customers feed money-transfer 
forms (the main way Germans pay their 
bills) into scanning-machines rather than 
hand them to a teller. Peter Buschbeck, a 
board member, says that branch staff 
spend 50% of their time with customers, 
compared with an industry average of 
20%. Customers asking for a loan can ex- 
pectan answer within 20 minutes. 

Being in the right businesses also helps. 


who were acting as fronts for the bank. 

As Crédit Lyonnais was then owned 
by the French state, Mr Isaacs has, in ef- 
fect, been seeking the indictment of a 
foreign government ever since announc- 
ing his plans in May 2001. French dip- 
lomats and politicians have been 
lobbying in Washington for a settlement. 
They have argued that the crime was 
victimless, perpetrated by a few bad ap- 
ples, long since departed. 

Itis not clear why Mr Isaacs has been 
given the go-ahead now. However, the 
clamour to indict those responsible for 
frauds at Enron and WorldCom may 
have made it increasingly difficult to let 
Crédit Lyonnais off the hook. An indict- 
ment may be a formality, but a trial is 
not. Before any indictment is made pub- 
lic, the French are likely to mount a final 
push in n to see off a criminal 
case. These hearings will weaken their 
hand, however. Several Crédit Lyonnais 
managers, past and present, may not 
have a happy new year. 


Consumer finance, a Citigroup speciality 
in America, has been a hit. Although the 
risks are higher than in plain retail bank- 
ing, so are yields. Citigroup now has Ja- 
pan's third-largest consumer-finance busi- 
ness, with loans of an estimated ¥1.7 
trillion. In Germany, the big private banks 
have shied away from consumer finance— 
although HypoVereinsbank is now stir- 
ring itself. Savings banks, being restricted 
to local markets, lack scale. That has left the 
field clear for the likes of Citibank Privat- 
kunden, the market leader, Volkswagen 
Bank and cc Bank (owned by Spain's San- 
tander Central Hispanico). 

In credit cards, Citi's Japanese earnings 
may have tripled between 1999 and 2001, 
according to Morgan Stanley. The German 
arm is also making headway, despite Ger- 
mans’ preference for debit cards. The two 
retail banks have also avoided certain ac- 
tivities, such as business lending-not their 
area of expertise, they say—and have thus 
avoided the bad corporate loans that have 
hobbled some German banks and crip- 
pled Japanese ones. 

Easy money, then? Not exactly, al- 
though Citigroup has been helped by the 
locals' failings. Good judgment counts, for 
example, in assessing the riskiness of con- 
sumer loans. Luck counts too: with both 
the German and Japanese economies get- 
ting deeper into trouble, consumers may 
soon borrow less and default more. Will 
the Citi formula keep working then? m 


TR Africa 
A roller-coaster 
ride 


JOHANNESBURG 
The rand’s rebound against the dollar is 
a mixed blessing 


T AST year South Africans gnashed their 
teeth as the rand lost over a third of its 
value against the dollar. Rich whites 
moaned that there would be no more holi- 
days abroad or fancy foreign cars; more se- 
riously, the poor watched food costs rise, 
as prices of oil, transport and imported 
grain all surged. President Thabo Mbeki 
told a judge to lead a commission to inves- 
tigate the rand's collapse. Some blamed in- 
stability in neighbouring Zimbabwe; oth- 
ers faulted the sluggish pace of economic 
reform. Johannesburg was thick with ru- 
mours of wicked plots by traders and in- 
vestment banks to sell the currency short. 
Some even accused the world's financial 
markets of racism. Trevor Manuel, the fi- 
nance minister, blamed "little twerps" in 
London for trading against the rand. 

Yet the rand has bounced back this year 
(see chart), outperforming just about ev- 
ery other currency as the dollar has weak- 
ened. By the end of November it had 
gained 22%, against a basket of other cur- 
rencies, since the start of January. It is 
much stronger now, at 9.15 to the dollar, 
than it was last December, when it briefly 
touched 13.5. Even last week's terror at- 
tacks in Kenya (and a small bomb by white 
extremists in South Africa) failed to scare 
traders away. Local newspaper headlines 
thatonce weptnow crow that South Africa 
ison top of the world. 

Why the revival? The central bank has 
raised interest rates four times since Janu- 
ary to fight inflation that now tops 14%; 
booming revenues from exports and tour- 
ists have helped too. And even though 
Zimbabwe's woes have deepened, they 
show little sign yet of spreading to South 
Africa. Renewed global interest in gold 
may also have tempted traders to believe 





that the rand will do well. And most peo- 
ple anyway believed the currency had 
sunk too far last year. 

But, though a stronger rand will dam- 
pen inflation, itis not all good news. Those 
flourishing sales of South African cars, 
wine and textiles that were boosted by a 
weaker rand will now be hampered by a 
stronger one. Exports and higher tourist 
numbers helped the country to post a 
modestly respectable 2.6% annual rate of 
growth in GDP this year, says Mr Manuel. 

This week he said he was "exceedingly 
optimistic" thanks to the rand, and that 
growth will surge higher next year, above 
3.5%. But that will be hard to deliver if over- 
seas sales slow, and higher interest rates 
start to bite. Nor will all investors be reas- 
sured by a surging rand. Although outsid- 









ers may like a strong currency, a stable one - 
is more important. Roller-coaster rides— 
down or up~make business returns un- 
predictable. 

So Tito Mboweni, governor of the cen- 
tral bank, will want to keep things as 
steady as possible, perhaps letting the cur- 
rency now devalue gently. Last week the . 


bank's monetary policy committee left _ 
rates unchanged, but it may cut them as 


early as March if inflation starts to drop. — 
Around that time the governmentplansto = 
sell a chunk of the monopoly fixed-line te- 


lecoms company, Telkom, which could at- 
tract still more foreign currency, bolstering. __ 


the rand. But neither a slump nor a surge- 
would really be welcome next year; rather, | 
South Africans should wish for less inter- - 
esting times. i 
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VER since Malthus's apocalyptic vision in 1798 of overcrowd- 
ing and starvation, a debate has raged over population 
growth and its links with development. The latest contribution, 
a report* by the UN Population Fund (UNFPA), argues that larger 
families and fast-growing populations obstruct development 
and perpetuate poverty by slowing growth and diverting con- 
sumption away from the poor. In the 1980s, if all countries had 
cut net fertility by five births per thousand women, poverty 
would have been reduced by a third, the report claims. It con- 
cludes that, to overcome poverty, countries must deal with 
. population concerns and fight poor reproductive health, un- 
- wanted fertility, illiteracy and discrimination against women. 
How does population change affect the economy? Views 
have shifted in the past few decades. The 1960s and 1970s 
seemed to favour the neo-Malthusian view that high fertility 
hindered development: people with many children were unable 
to save and had to spend more on health and education, hinder- 
ing investment in physical capital. Such pessimism spawned 
many publicly funded family-planning programmes, which 
"were touted as a panacea for poor countries’ economic ills. 

In the 1980s, however, economists, not sacial scientists, came 
to dominate the population debate, with revisionist results. Em- 
pirical research seemed to discredit the neo-Malthusian view. 
Human capital and technical.change, rather than physical capi- 
tal accumulation, were the main drivers of growth. The revision- 
ists argued that population pressures ultimately provoke 
institutional, technological and policy changes. Population 
growth, they concluded, has little impact on growth, unlike such 
factors as bad policies, corruption and lack of natural resources. 

Over the past few years, economists have been reverting to 
<: the view that population does indeed matter. So is Malthus mak- 
ing a comeback? Not exactly. The important thing, says the UN 
“report, is a changed age structure of the population, rather than 
population growth itself. People are living longer and, as parents 
„realise that children have better chances of survival, fertility 
- rates are falling, leading eventually to a higher ratio of working- 
age adults to dependants. Moreover, as family size declines, 
more women are likely to enter the labour market. 

So long as the labour market can absorb more workers, pro- 











Countries at the right stage of development can reap a demographic dividend 


duction per head will increase. This creates a “demographic divi- 
dend" of growth, making possible higher savings and 
investment. Parents with fewer children can invest more in their 
health and education, creating a more productive workforce. So 
the source of population growth and its timing are of the es- 
sence: at early and late stages of the demographic transition— 
when the youngest and oldest age-groups are growing the fast- 
est-growth suffers. The demographic dividend appears only in 
the middle phase. 

This also means there is only one window of opportunity. 
Low fertility eventually leads to a rising proportion of older peo- 
ple, raising the dependency ratio as the working population goes 
from caring for children to caring for parents and grandparents. 
Nor is the demographic dividend automatic. The right poli- 
cies—a flexible labour market, investment and saving incentives, 
provision of high-quality health care and education—are still es- 
sential to making the working-age population more productive. 

Provided that is done, a change in the population's age struc- 
ture, due to a drop in mortality and fertility rates, will promote 
growth. But what about poverty? Higher growth helps to reduce 
it but, according to Robert Eastwood and Michael Lipton**, hav- 
ing fewer babies also changes the distribution of consumption 
in favour of the poor. A drop in the birth rate eventually affects 
the supply of workers—unskilled workers in particular since fer- 
tility is usually higher among the poor—which in turn can help 
to increase employment and wages. Fewer babies can also mean 
a second income, as mothers can then join the labour market. 


Asian miracles | 

This demographic dividend was essential to East Asia's econ- 
omic success. In 1950, the typical East Asian woman had six chil- 
dren. Today she has two. As a result, between 1965 and 1990, the 
working-age group rose from around 57% to over 65% of the total 


population, increasing four times faster than the number of de- 


pendants. Some estimates suggest that the demographic divi- 
dend accounted for around a third of the growth in the region's 
income per head in that period. Latin America, on the other 
hand, has not benefited in the same way. Although demo- 
graphic conditions were favourable, income per head grew by 
an average of only 0.7% per year between 1975 and 1995, com- 
pared with 6.8% for East Asia. This is due to poor policies: studies 
suggest that had the region been more open to trade, average 
growth would have more than doubled. 

If these observations are correct, developing countries enter- 
ing their demographic transition have a unique chance to cash 
their population dividend. South Asia will reach its peak ratio of 
workers to dependants between 2015 and 2025. Richer Latin 
American countries have completed the transition, but poorer 
ones continue to lag; their peak is likely in 2020-30. In sub-Saha- 
ran Africa, however, only 11 countries are expected to reach that 
stage before 2050, and a lot still has to be done to reduce fertility 
levels. The rapid rise in Arps deaths will also frustrate changes in 
age structure that would otherwise occur. And once the transi- 
tion is over and the dividend pocketed, countries will face the 
next big challenge: how to care *for the old. a 
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*"State of the World Population. 2002; Pos Poverty and Possibilities: Making 
Development Work forthe Poor", UNFPA | 

**In "Population Matters, Demographic Change, Economic Growth and Poverty in the 
Developing World", edited by Nancy Birdsall, Allen C. Kelley and Steven W. Sinding, 
Oxford University Press, 2001 


Nanotechnology 


Trouble in nanoland 


Plagued by both pessimism and hype, can nanotechnology grow up? 


6 «T UMANITY, get down on your 

| E knees", scream the billboards ad- 
vertising "Prey", the latest novel by Mi- 
chael Crichton, author of "Jurassic Park". 
The horrible beasties threatening human- 
ity in this new thriller are not giant dino- 
sauts, but swarms of minute "nanobots" 
that can invade and take control of human 
bodies. Nanobots are putative machines 
with working parts that are smaller than 
100 nanometres (billionths of a metre). A 
film is, inevitably, in the offing. And to in- 
crease the impending nano-horror, the 
chief scientist at Sun Microsystems, Bill 
Joy, is due next autumn to publish a book 
fleshing out his own nano-Luddite views. 
In an article in Wired two years ago, Mr Joy 
pleaded for a moratorium on all nanotech- 
nology research. 

All this attention has some scientists 
worried, and not without reason. Last 
summer, a report issued by a Canadian 
environmental body called the action 
group on erosion, technology and con- 
centration took a swipe at nanotechnol- 
ogy. It urged a ban on the manufacture of 
new nanomaterials until their environ- 
mental impact had been assessed. The 
group is better known for successfully 


2r campaigning against biotechnology, and 
.. especially against genetically modified 


crops. Given that the well-organised and 





influential biotechnology industry has 
suffered some serious setbacks at the 
hands of such activists, some worry that 
the embryonic nanotechnology industry 
will be a pushover. 

One study already under way aims to 
assess the health risks of nanotubes. At 
present, these cylindrical, carbon-based 
molecules are nanotechnology’s favourite 
building-block. The research, led by a 
group at the National Aeronautics and 
Space Administration’s Johnson Space 
Centre in Houston, has found in prelimi- 
nary studies that inhaling vast amounts of 
nanotubes is dangerous. Since they are, in 
essence, a form of soot, this is not surpris- 
ing. But as most applications embed nano- 
tubes in other materials, they pose little 
risk in reality. 


Small fortunes 
At the opposite end of the spectrum are the 
nano-enthusiasts, who are recklessly set- 
ting impossibly high expectations for the 
economic benefits of nanotechnology. A 
widely-cited estimate for the size of the na- 
notechnology business in ten years’ time is 
a trillion dollars-a figure seemingly 
plucked from the air. 

Lured by such large numbers, and al- 
ways on the look-out for the next big thing, 
venture capitalists are fervently courting 
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nanotechnologists. But as one pundit put 
it, so far there are more meetings on invest- 
ing in nanotechnology than there are seri- 
ous opportunities to punt. Investors are. 
finding that business plans are often little: 
more than repackaged research-grant pro 
posals. And many of the top “nanote: 
nology" companies are actually develop 
ing more conventional microsystems. ` 
The lack of a clear definition of nano 
technology is hampering meaningful d 
cussion. A hard-core definition would re 
strict the field to machines that hav 
functional parts on a scale of less than100. 
nanometers. At present, little can live up to 
this. No wonder enthusiasts favour a lib- 
eral definition that covers anything iva 
ing nanometre-scale particles. sy 
This definition covers particles used to e 
make skin creams more transparent and 
ski wax more slippery. It also includes any-- 
thing based on nanometre-thin layers of. 
materials. These may be light-emitting lay- 
ers in semiconductor lasers, or ultrasensi- 
tive magnetic films in the heads of mag- _ 
netic-disk storage systems. Nanotubesalso 
make the grade, whether they are used in. 
flat-screen devices, in strengthening com- 
posite materials or in storing hydrogen. 
The problem with such a broad defini- 
tion is that there is no common relation: 
ship among all these examples, whetherin 


their method of fabrication or in the mar- 


kets they are aimed at. Another difficulty 
with defining nanotechnology is that, un- _ 
like biotechnology, the field does not stem 
from one established academic discipline. . 

Such a lack of clarity is not stopping 
America, the EU and Japan from vying to 
outspend each other on nanotechnology. 
Politicians have been successfully sold the 
idea that nanotechnology is the industrial »» 





> revolution of the 21st century. The nano- 
spending race began with America's na- 


tional nanotechnology initiative, 
launched two years ago, which will bring 


some $700m to the table next year. Mean- 


while, the Eu has earmarked $1.2 billion 
for nanotechnology in 2003-04. Japan 
plans similar levels of investment. 

Upping the ante, a bill was introduced 
in the American Senate in September to es- 
tablish a federal nanotechnology agency 
to be called the National Nanotechnology 
Research Programme. This would create a 
permanent bureaucracy, based in Wash- 
ington, DC, to ensure that nanotechnology 
funding remains firmly in the budget for 
years to come. In other words, nanotech- 
nology seems here to stay. 


A small step for man? 

The irony is that nanotechnology is still a 
long way from living up to the expecta- 
tions of either optimists or pessimists. A re- 
cent tour de force of molecular manipula- 
tion provides a good gauge of how far the 
new industry has got. 

Reporting in the journal Science two 
weeks ago, Don Eigler and his team at 
IBM's Almaden Research Centre in Silicon 
Valley reveal that they have built molecu- 
lar-scale logic gates—the basic ingredients 
for a computer. The construction involved 
painstakingly pushing individual carbon- 
monoxide molecules across a copper sur- 
face using a scanning tunnelling micro- 
scope (essentially a sharp metal tip). By 
aligning the molecules in a zigzag pattern 
and then gently pushing one molecule, 
they produced a molecular cascade, rather 
like a falling row of dominoes. Setting up 
several criss-crossing rows of molecules, 
the team was able to build basic comput- 
ing devices. 

Dr Eigler's cascades are neither a health 
hazard nor, for the moment, worth invest- 
ing in. Although much smaller than exist- 
ing electronic devices, it takes about five 
minutes for each molecular domino to fall: 
an excruciatingly slow speed. It also has to 
be kept in an ultra-high vacuum and at ul- 
tra-low temperatures. It is worth compar- 
ing this prototype of a molecular machine 
with Dr Eigler's initial efforts at single- 
atom manipulation, 12 years ago. He was 
able to coax a few xenon atoms to form an 
IBM logo, to the amazement of the scien- 
tific world (and to the bafflement of every- 
body else). 

In many new technologies, it is com- 
mon to overestimate what can be done in 
five years’ time, and to underestimate 
what can be done in 50 years' time. Dr Ei- 
gler and other optimistic nanotechnolo- 
gists must hope this rule of thumb applies 
to nanotechnology as well However, 
there is a huge technological gap between 
molecular cascades and fully-functional 
nanobots. The rest of the world, then, 
should not hold its breath. a 


South Africa and AIDS 
No more denial 


JOHANNESBURG 
Anew report shows exactly who is 
infected with HIV 


GP data make good policy, as South 
Africa's politicians like to say. But de- 
ciding how best to fight Arps requires 
knowledge of exactly whom it afflicts. Ac- 
tivists, academics and the United Nations 
have long insisted that there is plenty of 
evidence about Arps in South Africa. But 
the government has always demanded 
more detail. President Thabo Mbeki is per- 
sonally affronted by the idea that Africans 
might be seen as “sub-human” carriers of 
disease, and so is especially demanding. 

Agreeing on that information is tricky. 
Last year, the politicians duly rubbished a 
study by the Medical Research Council, 
which showed fast-rising deaths among 
the young, especially women. The council 
blamed arps illnesses. The government 
said that an independent rise of tuberculo- 
sis or pneumonia might be responsible. 
Since doctors and family members rarely 
admit that a patient has died of AIDS, no- 
body trusts death certificates. And making 
calculations from high levels of infection 
among women who are pregnant is diffi- 
cult. These tell you only about young 
women who have had unprotected sex 
and become pregnant. 

Now years of fruitless wrangling 
should be over. On December 4th Nelson 
Mandela launched the most authoritative 
report so far. In 2002, researchers from the 
Human Sciences Research Council inter- 





Safer sex is catching on 


viewed 10,000 people of all races, ages, in- 
comes and locations, and conducted con- 
fidential oral-swab Hiv tests on 8,428 of 
them. Their results are relatively good 
news. HIV infection for 15-49-year-olds 
was previously put at about 20%; the new 
study says it is 15.6%. Overall, that suggests 
4.5m infected people (some 11.4%). 

Another surprise is that some prov- 
inces have lower levels of infection than 
expected. Recent antenatal surveys in 
KwaZulu-Natal showed that 33.5% of 15-49- 
year-old women had the virus. The new 
study puts it at just 19.5%. This is more per- 
suasive than antenatal surveys, because it 
included women who are not pregnant, 
and also went beyond clinics in densely 
populated areas, in which infections tend 
to be higher. 

Most encouraging, though, is the fact 
that South Africans are well informed 
about AIDS. Some 80% are sure, unlike Mr 
Mbeki, that HIV causes AIDS. And young 
people aged between 15 and 24 are chang- 
ing their sexual behaviour. Young people 
have long been thought to be particularly 
vulnerable to the disease. But fewer young 
people than expected are having sex, and 
23% say they have given it up altogether. 
And 29% said they had not had sex in the 
30 days before being questioned. Of those 
who had, most report only one partner in 
the past year. Crucially, around half use 
condoms, a high level that matches coun- 
tries such as Uganda, where Hv infection 
levels are dropping. 

Can you trust all these answers? Yes, 
say the researchers. Interviews were 
strictly confidential, and levels of infection 
by age corroborate what these young peo- 
ple are suggesting: they are less likely to be 
infected than their elders. 

This week, the researchers briefed min- 
isters on the findings. They are not likely to 
be delighted by all of them. Over 95% of re- 
spondants want Arps sufferers and in- 
fected pregnant women to get anti-retrovi- 
ral drugs, which the government resists. 
Only just under half think the government 
spends enough fighting AIDS. 

The survey also shows that income and 
education have no bearing on the chance 
of infection, so Mr Mbeki's emphasis on 
fighting poverty to tackle Aros seems mis- 
placed. Most disturbing, though, is that 
children are worse affected than previ- 
ously thought. Around 6% of those aged 
between two and 14 have Hiv—a level four 
times higher than suspected. And children 
now head 3% of South African house- 
holds. 

Will the government attack this report? 
It seems unlikely. The researchers have 
been astute to team up with Mr Mandela, 
whose political clout should prevent 
much official meddling. And the scale and 
thoroughness of the research is without 
parallel. The government now has some 
good data. Roll on the good policy. m 





Medical technology 


Down the tubes 


Need a new artery? Grow your own 


NY structure, however well built, suf- 
fers wear and tear over the years. In 
the human body, it is not merely some of 
the main organs that can go kaput, but also 
the plumbing system: arteries and veins. 
Finding replacement plumbing is not yet 
as simple as buying a length of copper 
tube, however. But two new techniques 
for growing replacement arteries may 
make life easier for surgeons. 

At the Georgia Institute of Technology, 
Raymond Vito and his team have been 
experimenting with "distraction angioge- 
nesis". This involves implanting a me- 
chanical device that stretches an existing 
section of an artery, known as the gastro- 
epiploic artery, which is located below the 
stomach. The device uses hydraulically 
driven rollers to lengthen the artery. Pres- 
sure is released by withdrawing fluid via a 
subcutaneous port with a syringe. 

According to Dr Vito, the artery re- 
sponds with remarkable alacrity. In only a 
month, it can create a surplus section up to 
30cm long that can be removed and im- 
planted wherever it is needed. Indeed, the 
gastroepiploic artery seems almost to have 
been designed with just such a procedure 
in mind. The artery varies in diameter, so 
surgeons can stretch different sections—de- 
pending on the diameter they are looking 
for. Better still, it is usually disease free, 
even in patients who have vascular dis- 
ease elsewhere in their bodies. 

Dr Vito believes that this artery would 
happily yield to being stretched, snipped 
and rejoined several times over. Another 
possibility would be to have the artery 
stretched in advance, and frozen, in expec- 
tation of future procedures. Dr Vito is, in 
short, providing living proof that the way 
to a man's heart is through his stomach. 

In California, meanwhile, Cytograft 
Tissue Engineering, a research company in 
Novato, is developing more elaborate tech- 
niques for growing new blood vessels. The 
company uses the novel approach of 
sheet-based tissue engineering. At present, 
most tissue constructions rely on encour- 
aging cells to divide and grow on a scaf- 
fold—to give the tissue shape. 

Instead, the company grows flat sheets 
of fibroblast cells (the basic building- 
blocks of most connective tissues), and 
then simply rolls the sheet into a tube 
around a steel rod. The key to the tech- 
nique is a culture medium that stimulates 
cells to produce their own glue, in the form 
of collagen and other binding proteins. 


Modest mouse 


A draft sequence of the mouse genome has been published 


OT as famous as Mickey, nor as 

troublesome as Jerry, perhaps: the 
latest mouse to capture attention has the 
prosaic name C57BL/6J. That is the strain 
of laboratory mouse whose genome se- 
quence has just been published. 

The international mouse genome se- 
quencing consortium and allied groups 
present their work in a bevy of papers in 
this week's issue of Nature. The centre- 


pes a diu veguen st RM | 
nucleotides—the 


three billion 


quartet of 
molecules that make up DNA-that is the 


genome of a mouse. Celera Genomics, 
of Rockville, Maryland, has already se- 
quenced a draft mouse genome, but it is 
available only to customers paying some 
$15,000 per year. 

The mouse genome is useful because 
of its similarity to the human genome. 
Mice and people both have about 
30,000 genes, and 90% of the genes as- 
sociated with inherited human diseases 


are also found in mice. So one can do all 
sorts of potentially valuable tests on lab- 
oratory mice that will aid in the under- 
standing of human diseases, say 
nouen elective thet either trans. di 
add, copies of these genes in mice. 
Having a published version of the 
mouse genome could help researchers 
investigating the progress of diseases 
such as Down's syndrome. This is 
caused when humans inherit an extra 
copy of the 21st chromosome. It is not 
clear how having this extra stretch of 
DNA causes the disease. But research 
published alongside the mouse genome 


After the steel rod is removed, the ar- 
tery is completed by seeding its inner walls 
with a layer of cells that form the lining of 
blood vessels (these are harvested from a 
patient’s own blood or veins). So far, the 
engineered grafts have been successful in 
animals for periods of as long as 90 days. 
Further studies are planned. 

According to Todd McAllister, a re- 
searcher with Cytograft Tissue Engineer- 
ing, it may in a few years’ time be possible 
to create arteries which, by incorporating 
layers of other cell types (including geneti- 
cally modified cells), are actually stronger 
than native veins and arteries. Such super- 
arteries would not be developed simply 
out of scientific hubris. They would be in- 
valuable candidates for arterio-venous 
shunts, ie, connections made between 
veins and arteries in dialysis patients to in- 
crease blood flow. Synthetic vessels are of- 
ten used for such patients, but they rarely 
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last longer than a few months before being 
compromised by leaks, clots, infection and 
clogging. 

Human trials of the basic technology 
may begin in as little as 18 months' time. If 
they are successful, the procedure might 
even become commercially available in 
only three years' time. If Dr Vito and his 
team manage to commercialise artery 
stretching, though, approval by America's 
Food and Drug Administration would 
only require approval of the stretching de- 
vice. Home-grown arteries do not, after all, 
involve the implantation of foreign tissue 
or substances. 

Either way, both technologies hold 
great promise for the hundreds of thou- 
sands of patients who are facing coronary 
bypasses, or even the loss of a limb due to 
deteriorating blood flow. In commercial 
terms, then, such research may certainly 
have hitarich vein. m 
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THE OXFORD ARE YOU COPING WITH CHANGE 


ADVANCED 
MANAGEMENT OR LEADING IT? 


PROGRAMME 


I5 June — 12 July 2003 Oxford's executive programmes offer a challenging and innovative 
5 October — | November 2003 learning experience, providing leaders with the platform and 
resources to develop their own fast-track careers. 





THE OXFORD The programmes address global and individual management issues, 
STRATEGIC drawing upon the academic capital and corporate experience of the 


LEADERSHIP University of Oxford. 


PROGRAMME These three residential programmes take place within the University’s 
18-23 May 2003 dedicated postgraduate college of management studies, Templeton 
9-14 November 2003 College, which offers the ideal setting for learning and networking. 


For more information, visit www.execed.oxford.edu, or contact 


Dorothy Cooke, Templeton College, 
ise ed uer SERES University of Oxford, Oxford, OX! 5NY, UK. 
Tel +44 (0)1865 422776, Fax +44 (0)1865 422501, 


FINANCE email info@execed.oxford.edu 
PROGRAMME 


11-16 May 2003 
16-21 November 2003 


Templeton College 


Books and arts 


Classical music on CD 


Full of surprises 





Two remarkable young pianists crown the year’s best classical recordings 


pe from being mediocre or narrowly 
predictable, the most interesting re- 
leases of instrumental, orchestral and con- 
temporary music in 2002 prove the re- 
markable vitality of classical music today. 

Two young pianists produced out- 
standing discs for EMI. A 23-year-old Mac- 
edonian, Simon Trpceski, made his debut 
with a recording of Russian music, while 
Leif Ove Andsnes, a Norwegian, turned 
his attention to the music of his fellow 
countryman, Edvard Grieg. Mr Trpceski's 
programme encompasses some of the 
most challenging music in the repertoire— 
sonatas by Scriabin and Prokofiev, and 
Stravinsky's sadistically demanding ar- 
rangement of Three Movements from “Pe- 
trushka". But this disc is more than a dis- 
play of pyrotechnics. Even in the densest 
of the Stravinsky pieces, Mr Trpceski dem- 
onstrates a magnificent control of line and 
structure. In Mikhail Pletnev's transcrip- 
tion of a Concert Suite from Tchaikovsky's 
"Nutcracker" he releases all the charm and 
magic of the music, and reveals the real 
depth of his musicality. 

Mr Andsnes's fascinating disc of a se- 
lection of Grieg's Lyric Pieces could not be 
more authentic: a Norwegian pianist play- 
ing Grieg's 1892 Steinway in the com- 
poser's villa in Troldhaugen. The recording 
beautifully captures the intimacy of the 
venue and the delicacy of the instrument, 
and Mr Andsnes's playing catches the im- 


provisatory fantasy of these sophisticated 
and delightful miniatures. Yet there is 
nothing small-scale about the emotional 
or expressive range they encompass, from 
the dream-like Phantom and Illusion, to 
the grotesque March of the Trolls. 
Dvorak's Slavonic Dances are familiar 
as individual numbers, often played as en- 
cores or musical amuse-bouches before the 
main event of a concert. But Nikolaus Har- 
noncourt's Teldec release of the Op. 46 and 
Op.72 sets, with the Chamber Orchestra of 
Europe, makes a case for them not just as 
important parts of Dvorak’s output, but 
also as integrated cycles of pieces. 
Another Teldec release presents an 
even more involved and emotional musi- 
cal cycle: Harrison Birtwistle’s Pulse Shad- 
ows. The work interleaves nine pieces for 
string quartet with nine settings of the po- 
etry of Paul Celan. The soprano soloist is 
Claron McFadden, and the players are 
those masters of contemporary music, the 
Arditti Quartet and the Nash Ensemble, 
conducted by Reinbert de Leeuw. Each of 
the 18 pieces is a separate, self-sufficient 
fragment. Yet they all inhabit an extreme 
emotional world, and listening to the 
whole cycle is a disturbing and enriching 
experience. The final string quartet piece, 
Todesfuge-Frieze 4, encapsulates the ex- 
pressive world of the whole work. The mu- 
sic is accompanied by a ghostly halo of 
harmonics, which is typical of the inter- 
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play between images of darkness and light 
that dramatises the whole cycle. 

Death also looms over another remark- 
able release of contemporary music: Gé- 
rard Grisey's Quatre Chants Pour Franchir 
le Seuil (Four songs to cross the threshold). 
This setting of ancient texts and modern 
poetry was the last piece that Grisey com- 
posed before he died suddenly in 1998. It is 
played on this Kairos release by Klangfo- 
rum Wien with Catherine Dubosc singing 
and Sylvain Cambreling conducting. Each 
movement seems to suspend time, in both 
the slippery, glittering textures of La Mort 
de la Voix (The death of the voice) and the 
storm music of La Mort de l'Humanité 
(The death of man). The warped clock- 
work of the final movement, Berceuse, is a 
vision of a new kind of time, as if death 
had been overcome, and the threshold 
crossed; this music ends one of the most 
moving recordings of recent years. 

Mahler's Fifth Symphony is another 
work that conquers death, moving from 
the funeral march of its opening move- 
ment to the unstoppable counterpoint of 
its finale. The piece was the climax of Sir Si- 
mon Rattle's first concert as artistic director 
of the Berlin Philharmonic Orchestra in 
September. EMr's rush release of the cp of 
this thrilling performance captures the in- 
tensity of the relationship between the or- 
chestra and their new director. The Berlin 
players give themselves to the music as do 
few other orchestras, and the sheer power 
of their playing is overwhelming. Sir Si- 
mon's interpretation is no less convincing, 
asthe drama of the earlier movements cul- 
minates in the outrageous energy of his 
performance of the finale. This release sug- 
gests the beginning of a sensational part- 
nership between Sir Simon and the BPO; 
like all of these new discs, it swells the 
heart and gives cause for hope. = 
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Opera on CD 


Stage thrills 


The best new CDs are live recordings 


ARITA MATTILA, Anja Silja and Eva 

Randova-a mighty European trio— 
come together in a thrilling recording of Ja- 
nacek's “Jenufa” (Erato). Made just over a 
year ago at the Royal Opera House in Lon- 
don, with Jorma Silvasti and Jerry Hadley 
as the rival stepbrothers, Laca and Steva, 
and conducted by Sir Bernard Haitink, this 
is not only one of the finest recordings of 
this opera, but a vivid example of how- 
with such a distinguished cast—theatre can 
be successfully recreated on disc. 

Rossini's "Elisabetta, Regina d'Inghil- 
terra" (Opera Rara) was given a gala con- 
cert as part of the queen's golden jubilee 
celebrations. The cps, recorded the same 
week, have Jennifer Larmore giving an all- 
out portrayal of the Virgin Queen, with the 
men in her life given sterling voice by 
Bruce Ford, as Leicester, and Antonino Si- 
ragusa—a young Italian tenor to watch—as 
Norfolk. Giuliano Carella conducts the 
London Philharmonic. This is early Ros- 
sini, with a story that is short on accuracy 
buta feast for bel canto enthusiasts. 

Sir John Eliot Gardiner and the English 
Baroque Soloists with the Monteverdi 
Choir performed Gluck's “Alceste” (Phil- 
ips) in Robert Wilson's production in Paris. 
" Alceste", Gluck declared, excited him "to 
a frenzy". Anne Sofie von Otter in the title 
role, with Dietrich Henschel and Paul 
Groves, bring all the experience of the 
stage production to this reading, achieving 
a faithful nobility of utterance that is es- 
sential to Gluck's lean, expressive drama. 

Sir Charles Mackerras conducted a 
searing concert performance of Mozart's 
"Idomeneo" at the Edinburgh festival in 
2001, preserved here on the EMI label, 
with Ian Bostridge as the youthful, almost 
romantic, hero. As his son, Idamante, Lor- 
raine Hunt Lieberson proves again that she 
has few equals as an interpreter of 18th- 
century trouser roles and that "Idomeneo" 
can easily equal Mozart's more frequently- 
heard masterworks. 

Ancient Greece is also the setting of Of- 
fenbach's “La Belle Héléne” (Virgin), but in 
purely burlesque style. Dame Felicity Lott 
as Helen of Troy, with Les Musiciens du 
Louvre-Grenoble conducted by Mark Min- 
kowski, show why this became one of the 
season's hottest tickets when Laurent 
Pelly's production was at the Chátelet 
Theatre in Paris. 

From the archives comes a moving doc- 
ument, "Leontyne Price Rediscovered" 
(RCA). This is a Carnegie Hall recital from 
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He does a mean Noel Coward, too 


1965, her first there, and has an exciting 
sense of occasion. Singing a repertory 
from Handel to Samuel Barber and Lee 
Hoiby, Ms Price demonstrates the true art 
of the prima donna. Finally, it was Em- 
manuel Chabrier, who, according to Ravel, 
changed the direction of French harmony. 
"Musique Adorable" (Hyperion) is a col- 
lection of Chabrier's complete songs, per- 
formed by Graham Johnson and à group 
of soloists including Geraldine McGreevy, 
William Burden, Toby Spence and Stephen 
Varcoe. A treatto be savoured. 8 


Spanish imperial history 
They rose to 
conquer 


Spain's Road to Empire: The Making of a 


World Power 1492-1763. By Henry Kamen. 
Allen Lane/The Penguin Press; 609 pages; £25. 
To be published in America as "Empire: How 
Spain Became a World Power, 1492-1763" by 
HarperCollins in March 2003 


HE Spanish empire stretched from 

California to Patagonia and from Flor- 
idato the Philippines. One of the many vir- 
tues of Henry Kamen's book is to remind 
us how much, in the early centuries at 
least, kings of Spain thought of their em- 
pire in European terms. They were con- 
cerned to hold on to the prosperous terri- 
tory that had been acquired by Ferdinand 
of Aragon-Naples and the Sicilies, Milan 
and Lombardy, Burgundy and the Nether- 
lands. The American colonies were impor- 
tant only in so far as they provided the 
bullion, sugar and other marketable com- 


modities that paid for the armies, alliances 
and ordnance to defend the European 
empire. 

Isabella of Castile and Ferdinand of Ar- 
agon who started it all were a devoted cou- 
ple who travelled incessantly around their 
kingdoms during the 30 years of their joint 
reign. This, of course, witnessed the pivotal 
year of 1492, when Granada was taken 
from the Moors (largely through internal 
squabbles among the Muslims and some 
astute negotiating by the Iberian Chris- 
tians), and that obscure Genoese, Christo- 
pher Columbus, made his landfall in the 
Bahamas thinking he was near India. 

Spanish soldiers were very highly re- 
garded at that time. But Mr Kamen stresses 
that they were always a minority in the ar- 
mies that won the European campaigns. 
Engineers from other countries manufac- 
tured all Spanish armaments, northern 
bankers provided the credit and foreigners 
made up a large part of the civil service. 

Spain's was the first overseas empire, 
won by adventurers, few of whom were 
military professionals or from the aristoc- 
racy. Unlike other Europeans, most Span- 
iards were not sailors or shipbuilders, so 
that Spanish navies were always weak and 
it was remarkable that so many treasure 
fleets crossed the Atlantic unscathed. 

Mr Kamen is a historian of Spain in Eu- 
rope, and his accounts of the American 
conquests are patchy—for the executions 
of the two Incas, Atahualpa and Tupac 
Amaru, he ignores all eyewitness accounts 
and uses only the fanciful Garcilaso de la 
Vega and Guaman Poma. He thinks that 
Cajamarca, an Inca provincial centre, was 
Atahualpa’s “capital city” and makes 
many other minor errors and omissions. 
Although Bishop Las Casas’s condemna- 
tion of Spanish brutality is discussed, there 
is no mention of Charles V's important de- 
bate about the spiritual validity of con- 
quests—which led to the banning of all ex- 
peditions in the Americas between 1549 
and 1560. 

Some would argue that Mr Kamen 
makes too much of cruelty and overwork 
as the causes of population decline of 
American indigenous peoples. He does 
note Noble Cook's view that 90% of the de- 
mographic catastrophe came from im- 
ported diseases, but ignores the collapsed 
birth-rate caused by social disruption. 

"Spain's Road to Empire" is a monu- 
mental work, elegantly written and very 
readable. Most of the sweeping generalisa- 
tions are thought-provoking and valid, but 
some can be peculiar: the Indians in the Je- 
suits' Paraguayan reductions had skir- 
mishes against the Portuguese, which 
leads Mr Kamen to the odd conclusion that 
“without the amazing prowess of the Gua- 
rani soldiers, the power of Spain in South 
America could have been extinguished." 
The book's weakness is that it tries to cover 
too much, from the unification of Spain to » 








A big fat Jesuit-Inca wedding 


* the 18th-century revitalisation of the em- 
pire under the French Bourbon kings. It is a 
history of kings and battles and treaties. 
There are very competent summaries of 
the campaigns and diplomacy of Charles 
V, Philip II, the Thirty Years War, the wars 
of the Austrian and Spanish succession 
and the other conflicts that drained Spain's 
resources. All of that is important as back- 
ground, of course, but as a comprehensive 
roadmap to the empire this book, 
unfortunately, is far from clear. = 





Modern fiction 


Fathers and sons 





The Radetzky March. By Joseph Roth. Trans- 
lated by Michael Hofmann. Granta Books; 363 
pages; £14.99 


iP A lull at the battle of Solferino in 1859, 
the young emperor, Franz Joseph, asks 
for a spy-glass to survey the field. Aghast, 
an infantry lieutenant, Joseph Trotta, hurls 
him to the ground as French and Italian 
marksmen open fire on the figure who has 
so foolishly identified himself as the Aus- 
trian commander. Trotta, the son of a Slo- 
vene watchman, takes a bullet in the 
shoulder. In gratitude, the emperor pro- 
motes and ennobles him. So opens one of 
the gravest and grandest of all 19th-cen- 
tury novels written in the 20th century. 
The story traces the varying fortunes of 
the Trotta family. The hero of Solferino, a 
stranger to the social heights, grows eccen- 
tric. His son, a cautious district commis- 
sioner, lives dutifully in the paternal 
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shadow, hoping that his own son, Carl Jo- 
seph, a well-meaning but feckless young 
officer, will somehow justify the newly 
glorious Trotta name. 

The action takes place mainly outside 
Vienna, in the provinces and borderlands 
of a weakened multinational empire, 
though there are also worldly set pieces in 
the Austrian capital. The story unfolds 
with a blend of accident and ineluctabil- 
ity, the military march, from which the 
book takes its name, recurring at points as 
aleitmotif. Although the cast of secondary 
characters is large-Demant, a Jewish mili- 
tary doctor, Carl Joseph's several women 
friends, and Chojnicki, a sceptical live-for- 
today Polish count—and although the em- 
pire's clock is forever ticking down on the 
mantelpiece, the emotional heart of the 
bookis about fathers and sons. 

The material is often poignant, but 
never heavy or depressing. Roth can evoke 
an unknown place and time with an exact- 
ness of sensory detail that is particularly 
alive to sounds and to changing light. His 
sharp but sympathetic wit is present 
throughout, and scene after scene is bright- 
ened by unexpected, comic detail. 

The author of this masterpiece was 
born in 1894 in Galicia on the Austro-Hun- 
garian empire's north-eastern border with 
Russia. Roth studied philosophy, served in 
the 1914318 war (embellishing his military 
exploits) and worked afterwards as a jour- 
nalist, chiefly in Berlin. His wife and his fa- 
ther, whom he never knew, went mad. A 
Jew, Roth fled Nazism in 1933, sheltering in 
Paris where he drank himself to an early 
death, in preference, as he put it, to suicide. 

"The Radetzky March" came out in 
1932. Michael Hofmann, the translator of 
this new English edition, warns us in a fine 
introduction that the novel is in many 
ways untypical of Roth's other books, 
many of them looser, more open-grained 
satirical urban novellas. Mr Hofmann 
worries that if we read "The Radetzky 
March", we will stop there, sated by its 
magnificent range and conclusiveness. 
Well, some readers may. But others will 
surely want to explore further a writer of 
such astonishing capacity. 

A nostalgic monarchist, Roth mourned 
the collapse of the Austro-Hungarian em- 
pire. He lived with a sense of familial and 
historical loss and a dread of instabilities 
to come. In the father-figure of the em- 
peror, Roth wanted to find a principle of 
order amid the decline of old ideals and 
the growing violence of class and national 
conflict. That wish for a benevolent and 
omniprotective parent was a political and 
emotional fantasy, as Roth himself rue- 
fully understood—but perhaps also an in- 
escapable fantasy of a kind that all of us at 
some level share. It was Roth's genius to 
put a universal theme into a historical 
novel that retains all its power in our own 
not-so-post-imperial age. m 


Swordsmen and swashbucklers | 
Three, and more — 


By the Sword: A History of Gladiators, 
Musketeers, Samurai, Swashbucklers, 
and Olympic Champions. By Richard Co- 
hen. Random House; 416 pages; $29.95. 
Macmillan; £20 
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who did not have a properly illustrious 


Cohen's accounts of the women who - 
Arturo Perez-Reverte's wonderful À 
novel, “The Fencing Master”, was a fic- 


Escaping imprisonment in the Bas- 
tille to become mistress of the Elector 
of Bavaria, la Maupin made her debut 
at the Paris Opera in 1690 before retir- 
ing to a convent where she died at the 
age of 37. In a book filled with less col- 
ourful histories than this, her life 
would, without doubt, overshadow all 
competition; here, it features as part of 
a vivid and hugely enjoyable pageant 
of extraordinary tales. 





Evolution 


The grand view 


A master of evolution takes a last long look at Darwin 


TEPHEN JAY GOULD was no light- 

weight, physically or intellectually. 
This vast book, the last one he published 
before he died in May, unveils his distinc- 
tive vision of evolutionary biology-as it 
should be, as itis, and as it has been. 

Gould's strategy is to identify a Darwi- 
nian essence, the logical core of Darwin's 
own doctrine, and chart its history. Gould 
takes that essence to be a three-part thesis 
about natural selection. The first is about 
the agency of natural selection. Natural se- 
lection almost always acts on individual 
organisms. In a population of competing 
individuals, organisms better suited to 
their circumstances are more likely to sur- 
vive and reproduce, thus passing their su- 
perior characters to their offspring. Since 
fitter organisms produce more offspring, 
over time the nature of a population 
changes. For Darwin, selection almost 
never acts on groups or species, and har- 
monious relations in nature are just the 
side-effect of individual struggle. 

The second is about natural selection's 
efficiency. “On the Origin of Species" es- 
tablished the fact of evolution, but Dar- 
win's fellow biologists were by no means 
convinced that evolutionary change was 
driven by natural selection. How did it ex- 
plain novelty? It is easy to see how natural 
selection weeds out unfavourable muta- 
tions and preserves favourable features. 
But how can selection be a creative force? 
Darwin has a good answer to this chal- 
lenge: natural selection builds novelty 
incrementally. 

The third is about selection's scope. 
Natural selection acts on individuals. A 
particular population of possums may be 
subject to predation by cats. As a result, 
larger individuals in that population are 
fitter and the population average changes. 
But how do changes like this—microevolu- 
tionary changes-relate to the history of 
life revealed by paleobiology? That history 
reveals patterns, some of which, the dom- 
ination of terrestrial flora by the flowering 
plants, for example, are vast in space and 
time. Others are more local. When the 
Americas were joined, life flowed both 
ways, but far more northerners invaded 
the south than vice versa. How are local 
events in particular populations related to 
these macroevolutionary patterns? The 
jaguar penetrated South America and re- 
placed local predators. For Darwin, macro- 
evolution is just microevolution aggre- 
gated over long periods of time and space. 


The Structure of Evolutionary Theory. By 
Stephen Jay Gould. Harvard University 
Press; 1,433 pages; $39.95 and £27.50 


Gould goes on to chart the fate of Dar- 
win's ideas. His aim is to identify continu- 
ing challenges to these three central 
themes of Darwin's picture: challenges 
that persist today in a transformed but still 
recognisable form. For Gould thinks there 
was something importantly right about 
these critical responses. And while he cer- 
tainly does not present himself as calling 
for the destruction of Darwin's cathedral, 
he does see himself as arguing for major 
revisions and extensions of that edifice. 

Consider, for example, the creativity of 
natural selection. Natural selection can 
make novel structures, but only if certain 
conditions are satisfied. Selection can shift 
a population from life in the trees to life on 
the ground by tiny steps—but only if the 
right kind of variation is available. Varia- 
tion must be abundant. Selection on an ar- 
boreal ape population will be impotent if 
variations which improve their terrestrial 
prospects are sparse. As apes change from 
tree-dwellers to ground-dwellers, much 
must change. Variation in one characteris- 
tic must be independent of variation in 
other characteristics. If, say, hand shape 
could not change independently of foot 
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shape, selection could not make back feet 
suitable for walking while leaving the ape 
with usable hands. 

So for Darwin to think that natural se- 
lection explains major evolutionary inno- 
vations, he had to bet on the amount and 
kind of variation that typically exists in li- 
neages. That wager has been controversial 
ever since Darwin made it. Gould's bet, 
based on recent work in developmental bi- 
ology, is that Darwin was not quite right. 
Sometimes the supply of variation is as 
Darwin needed it to be. But variation is of- 
ten constrained by the fundamental mech- 
anisms of development. These constraints 
make some evolutionary transitions easy 
and others more difficult. The history of 
life shows great innovation, but great con- 
servativeness too. The most fundamental 
features of animal bodily organisation 
have been largely unchanged for the last 
500m years or more. 

Gould also urges major revisions to 
Darwin's other core ideas. He has long 
been famous for thinking that species ap- 
pear suddenly (at least, by a geologist's 
standards), are stable for most of their exis- 
tence, and then disappear by extinction or 
splitting into daughters. This is part of his 
case for thinking that there is a very com- 
plex relationship between evolution in 
particular populations and the patterns 
we see in the history of life. Gould's views 
on the scope of natural selection are linked 
to his views on agency. Selection does act 
on individual organisms. But it does not 
act on them alone. Species, groups and 
even genes are agents. Life is organised 
into a hierarchy, and selection can and 
does act at every level of that hierarchy. 

The protégé of one of the great 20th- 
century palaeontologists, George Gaylord 
Simpson, Gould's instinct is to turn to the 
long patterns of fossil history. He has often 
been challenged by biologists and etholo- 
gists, notably Richard Dawkins, who are 
more impressed by selection's adaptive- 
ness than its conservatism. Though not 
alone, Gould is the spearhead of a minor- 
ity view. Inevitably bulky, given its scope, 
his book is so bloated by asides, digres- 
sions, polemics and hobbies that it is posi- 
tively obese, and this makes it a hard book 
to review justly. It is far from fair in its treat- 
ment of the many biologists who do not 
accept Gould's theory as a package. In 
many ways it is enormously irritating. But 
itis also a book of great power, scope and 
learning. In the end, its impressive features 
far outweigh its irritations. It is a book that 
one would expect to read and reread, for 
Gould articulates and defends a distinc- 
tive vision of the agenda of evolutionary 
biology; of the mechanisms of evolution- 
ary change; and of the relationship of evo- 
lutionary biology to its own past. Despite 
its occasional unfairness to others and its 
tics and twitches, there is, indeed, a certain 
grandeur to this view of life. m 
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John Rawls 





John Rawls, political philosopher, died on November 24th, aged 82 


HEN young, John Rawls was a tal- 

ented athlete. Instead of becoming 
one of America's most distinguished po- 
litical thinkers, he could have been a base- 
ball player. Thin, quick and gangly, he 
would have made a perfect third baseman, 
a position requiring lightning reflexes and 
no time to think. 

In the line he chose, however-close ar- 
gument—Mr Rawls was a slow mover. He 
noted queries in pencil, responded to ev- 
ery objection and often begged for time 
with, “I'll have to think about that." Many 
philosophers treat their theories as exten- 
sions of themselves; his seemed more like 
a common enterprise. He was modest, 
claiming that he took up philosophy be- 
cause he was not clever enough for music 
or mathematics. Others at his level were 
quicker. Few were as thorough. 

The germ of "A Theory of Justice", the 
book that to his surprise made him fam- 
ous, began to circulate in draft soon after 
he reached Harvard from Princeton and 
MIT in 1962. By the time of its publication 
in 1971, Mr Rawls had done his best to 
work in answers to every possible objec- 
tion. His assiduity made the book hard-go- 
ing.Italso meant that it meta test proposed 
by Hilary Putnam, a logician and col- 
league, for a philosophical classic: the 
smarter you get, the smarter it gets. The 


book has sold getting on for 400,000 
copies, and exists in dozens of languages, 
most recently Arabic. 

In “A Theory of Justice", Mr Rawls at- 
tempted to lay out a defendable basis for 
an equality-minded liberalism. Its pillars 
were two principles of justice: the inviola- 
bility of individualrights and the idea that 
when justifying social inequality—some 
degree of which was inevitable in a flour- 
ishing and prosperous society—absolute 
priority should be given to the needs of the 
worst off. By putting rights back at the cen- 
tre of the enterprise and by re-invoking the 
old idea of a notional social contract 
among putative equals, Mr Rawls did 
much to free political theory in America 
and Britain from apparent cul-de-sacs. It 
also encouraged philosophers to think 
more practically about moral issues in the 
public arena. 


Problems of redistribution 

Challenges were not long in coming. Much 
fire was concentrated on Mr Rawls's fam- 
ous "veil of ignorance": what principles of 
justice would we choose, he asked, if we 
did not know our talents, wealth or opin- 
ions? Would we be as risk-averse as he 
seemed to think? This eye-catching device 
actually mattered less to the whole than it 
looked. A more notable attack came from 
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Robert Nozick (who died in January). In 
"Anarchy, State and Utopia" (1974), Nozick 
argued that Mr Rawls's two principles of 
justice were in irreconcilable conflict. At- 
tempts at redistribution to correct for in- 
equality were bound, Nozick believed, to 
infringe on personal freedoms. 

Conservatives took up Nozick's charge 
with alacrity. Though socialists were luke- 
warm to Mr Rawls, the two men were soon 
represented outside the academy as prize- 
fighters for right and left: in the blue cor- 
ner, Nozick, in the red corner, Rawls. 

For all its importance, the issue of re- 
distribution arose for Mr Rawls from a 
deeper concern. How can people with 
conflicting ideas about morals, religion 
and the good life agree to principles that 
will allow them to live together in a decent 
society? Though the need for toleration is 
perfectly general, because of America's di- 
vided history and his own family back- 
ground, Mr Rawls felt its demands with 
unusual acuity. 

He was born to a wealthy, professional 
family from Maryland, a slave-owning 
border state that stayed in the Union dur- 
ing the civil war. The father was a Balti- 
more lawyer who, to the son's chagrin, 
shared the racial bigotry of his class and 
time. His mother campaigned for 
women's rights. 

Mr Rawls grew up with a powerful con- 
science. Though not conventionally reli- 
gious, there was something deeply moral 
about him. At one time, he thought of be- 
coming a minister of religion. Colleagues 
remember his kindness and wry humour. 
He was almost universally admired, even 
loved. Not all of us can be so good, of 
course. Isaiah Berlin, an Oxford political 
thinker, referred to him teasingly as Christ. 
Political opponents chided Mr Rawls for 
overplaying human decency and underes- 
timating our selfishness. A conservative 
writer called him an innocent. 

Holier than some might wish, perhaps. 
But innocent, never. In 1943, Mr Rawls 
signed up as an infantry private and 
fought on the Pacific beaches. A rare exam- 
ple of direct political action was his protest 
in 1945 against the Hiroshima bomb. Like 
his reconciling hero, Abraham Lincoln— 
whose memorial he visited on trips to 
Washington—Mr Rawls appealed to our 
better natures. But he knew from experi- 
ence what people and states were capable 
of. Not to see this darker, more pessimistic 
side isto mistake what he was about. 

In his later work, Mr Rawls paid more 
attention to "how" questions of fair pro- 
cess and tried to extend his principles from 
what struck some as their unduly western, 
not to say American, context. He lived be- 
hind a veil of privacy with his wife and 
four children, accepting few honours, giv- 
ing few interviews and devoting spare 
time to hiking and sailing. m 
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Instituto 
de Empresa 


P 
W^ Business School 





Instituto de Empresa is a leading international business 
school, renowned for its commitment to entrepreneurship 
and markedly innovative character. 












Based in Madrid, Instituto de Empresa International MBA 
programmes aim to develop global managers and 
entrepreneurs. The programmes are taught in a truly 
international environment with a student body comprising 
over 60 nationalities. 


à 


So, do you intend to map your career path by following or leading? 
The choice is yours. 


Entrepreneurial International MBA 


Spirit Full time bilingual* programme (thirteen months). 
Average age 28. 
Average work experience 5 years. 
Excellence November 2003 - December 2004. 


*The first six months of the program are conducted entirely in English, after which 
it is completely bilingual. An intensive Spanish course is available from September 


International to November. 
projection International Executive MBA 
Part time programme (English, thirteen months). 
Innovation Three intensive two-week periods (Madrid & Miami) and 


two online periods of six months each. 
Intakes: January and October 2003. 


Ethics 


Maria de Molina, 13 

28006 Madrid. Spain 
sa. ban IE - Instituto de Empresa Tel. +34 91 568 96 10 
Flexibility Admissions and Marketing Department Fax. +34 91 411 55 03 
admissions@ie.edu 
www.ie.edu 
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Our Executive M.B.A. Program Asia. Europe. and North 
America er abies mig- 10 iDppe eve Lr fessionals to add 


formal r INESS educat nr to ié Mun i h tevement« 


, : Ihareuer wr ch v Ol vill De exposed to the G ie 
When you're exposed to groundbreaking concepts Wherever you study, you wil " zs 
environment and faculty and receive the same degree 
and intense analytical thinking, something in you changes for which Chicago GSB is famous. To learn more about 
this part-time program offered at our Europe Ampu 


You begin to think at a different level 


ion US at n ( Our Admissions Hex eptior 


Vienna Dec 9 Hotel Sacher Wien 
ransformed. pararon A 


Budapest Dec 10 Hyatt Regency Budapest 
This is the environment you will experience every day Roosevelt ter 2 
Milan Dec 11 Four Seasons Milan 


Via Gesu 8 


at Chicago GSB. And this is the environment 


that has produced some 5,500 CEOs and top corporate Zurich 2 Zunch Marriott 


Neumuhlequai 42 


officers worldwide, as well as more Nobel laureates Madrid Dec 14 Hotel Villa Magna 


Paseo De La Castellana 22 


Barcelona Dec lé Iniversity of Chicago 
have gone before you, you leave here transformed. Eunga Cordis 


than any other business school. Like so many who 


Ready to lead, create, and reimagine 


Presentations are held from 7:00-9:00 p.m 
the very nature of business. and aiso include information about our full-time 

M.B.A. program. Reserve your attendance 

by telephone «34 93 505 2154 or online 


at http//gsb.uchicago edu/execMBAeurope 


Maggie Magallon, M.B.A '9o Executive M.B. A. Program 
Director, Special Services Europe Campus, Barcelona, Spain 


Charles Schwab & Company, Inc Y Oo U 
=. 


REALIZED. PHI D AG l n CSR 


The University of Chicago Graduate School of Business 


! 
| 
l 


Bocconi University 


School of Management 


u- 


I 
| 
| 
x 


CORNI 


- 


> DYAW D7076 





MASTER OF INTERNATIONAL ECONOMICS AND MANAGEMENT 


Start an intensive, 12-month Masters in international economics with focuses in Finance and Marketing at Milan's Bocconi School of Management 
Graduates from 30 countries all over the world have discovered its a tough but sure way to broaden their horizons and their career prospects. 


Download our brochure and application form from our web site. And while you re there. check out the dates el » m 
and locations of the MIEM presentations we'll be doing worldwide - you may find us on your doorstep! WWW. sdabocconi .it/miem 


MIEM - SDA BOCCONI - UCI Via Balilla, 18 - 20136 Milan - Italy Tel.++39-025836.3125/6605 Fax ++39-025836.3275 E-mail: MIEM@sdabocconi.it 
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UNIVERSITY 


Cranfield 


School of Management 


The Cranfield MBA - 
developing tomorrow's 


leaders 


a why 


i ues SER s 


15 pe Mic lewes 


iced sr newest deg 


For those with a 
determination to lead 


and the focus to succeed. 


ys apart: 7 


o Eet 


c > 


Full-time 
an intensive 12 month programme 


Executive Part-time 


Pd 
um y 
EPALE 





LEUR 


s 








er of AM s 
Telephone: +44 (0) 1234 754386 
Email: mbaenquiries@cranfield.ac.uk 


www.cranfieldMBA.info 
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Courses 91. 


Wannabes can cut out this label 
Real business talents earn it 






Vlerick Leuven Gent | 
Management School 







Amertatond with herit Umerersiry and wrth the Rathebeby L uirerennii Lrwssa 





Based in the very heart of Europe and backed by the foremost Belgian universities we combine leading-edge 
research with practical business know-how to deliver the best management education you can get. However, our 






class sizes are small and only the best international participants are admitted. Our MBA, Master and Executive 






Education Programmes are independently certified by the leading international accreditation bodies as being of the 






highest quality in the world. 






Like to find out more? Browse our website or call. write or e-mail us. 


E EIN 
EQUIS E © 


Learning the practical value of knowledge 


Vlerick Leuven Gent Management School, Bellevue 6, 9050 Gent, Belgium * T +32 9 2109899 + F +32 9 2109700 * E-mail: ec@vierick.be 
http://ec.ad.vlerick.com 










The Anderson School at UCLA 


Global management perspective. 
Strategic thinking skills. 
Leadership acumen for senior executives. 


UCLA's STRATEGIC 


LEADERSHIP INSTITUTE 
July 27 - August 22, 2003 


* Take away results-oriented strategies to identify, attack, 


s and manage risk in a global business environment 
Professor Dominique Hanssens, 


Gud: Knapp Chair in Menagement * Maximize competitive advantage by using the levers of 
information-driven marketing, process improvements, 


and industry dynamics 


e Strengthen leadership skills required for complex 

| 

Enroll Now! organizational change, to pilot your firm to increased 
+1 (310) 825-2001 market share, profitability, and stakeholder satisfaction 


execed ? anderson.ucla.edu * Develop immediate solutions to your own Applied 
www.execed.anderson.ucla.edu Business Case 
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e. 
| Tisma| THE BUSINESS SCHOOL — 
_LeEMTHE] FOR FINANCIAL MARKETS 


“Master Program in 
International Finance 
















ance? Come and talk to us. 





The Amsterdam graduate Business School, 
located in the charming and cosmopolitan Dutch 
capital, provid $a portfolio of business courses. 
Amsterdam, as one. of Europe s principal 
commercial and financi 4l centers, offers a 

| dynamic learning enviro r a world-class 
«d. Master Progra nin dntern | Finance. 


graduate 





Sch ool: 





j mw Truly mU NT in its student body and i its 
approach to » finance | 


02140 


Further T mation ae 


x 
UVA BOB UNIVERSITEIT VAN AMSTERDAM 
| WwWiwiist i macentre, rdg. ac. uk x 


Ea e T 











d 


TT FORWARD TO 


SPECIALIST TREATMENT 


MSc Insurance & Risk Management « MSc Investment Management 
MSc Mathematical Trading & Finance 


Study for a specialist masters degree at one of Europe's leading business schools and enjoy the world-class facilities of our brand 
new building. Our courses are intensive and demand your total commitment. You will be taught by our internationally renowned 
academic staff, and also by high calibre practitioners from the City of London. Full and part-time study routes are available. Email us 
for more information and a prospectus at: irmi@city.ac.uk or phone: + 44 (0)20 7040 8680 quoting ref: Ec 6/12. www.cass.city.ac.uk 
Our next information sessions: 28 January and 25 March 2003. 


The business school offers specialist masters courses in the following areas: Accounting, Actuarial * C ass Business S chool 


Management, Actuarial Science, Banking, Economics, Energy Trade, Entrepreneurship, Finance, City of Lo n d on 
Financial Econometrics, Financial Mathematics, insurance, Internal Auditing, Investment 


Management, Logistics, Mathematical Trading, Real Estate, Risk Management and Shipping. THE NEW NAME FOR CITY UNIVERSITY BUSINESS SCHOOL 
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Courses 


*9* iss 


e Intensive U : S 

* Part time MI ' 

* Virtual | University 
vrije Universiteit amsterdam | of Surrey 


EL 60e UNIVERSITY 
| c= Sf LY O 17 Ld 
Three distinguished academic institutions in The Netherlands jointly offer an 


| MSc. in Development Economics Choice, flexibility) | 

Next start September 2003 and contr ol - 
courtesy. of SeMS 
Advanced Sarning. 






















| This one-year programme provides solid training in economics, with a 
special focus on micro-macro linkages and policy making for develop- 

| ment. 
Teaching of advanced academic knowledge is combined with training in 
empirical research skills to tackle the complex issues facing a develop- 
ing world. 

| Experienced staff provide specialization courses based on current 
research. Hands-on computer assignments, seminars and research papers 
equip students with the knowledge and skills to become accomplished 
analysts. 
The programme aims at students with a good Bachelor s degree in 
Economics or related discipline, who seek a career in international com- 
panies and organisations, governments or NGOs, or want to proceed to 










Intensive: MBA in a year, studying Saturday workshops - 
commences January 2003. 

Part-time: MBA in 24 months, studying Saturday workshops - 
commences January 2003 

do a PhD. Virtual: MBA in 24 months studying "virtually", with no 


| z ue i : x attendance requirement. 
To apply or for further information please contact us via one of the following: 








Programme Administrator, MSc. Development Economics, fU FT N e i Freephone: 0800 052 3972 
Institute of Social Studies, Tel: +31 70 426 0460 eme T egit 
P.O. Box 29776 Fax: *31 70 426 0799 FREE LAPTOP S MS NR 
ais kaane B ee al S COMPUTER e Tel: +44 (0) 1483 689347 
2502 LT The Hague E-mail: mscdevecon@iss.nl TE Sheahan : Fax: +44 (0) 1483 689511 
MM School o 
| The Netherlands www.mscdevecon.nl BEETS Manacement Website: www.sems.surrey.ac.uk 





KIEL INSTITUTE 
FOR WORLD ECONOMICS 
Advanced Studies 


in International Economic Policy Research 
August 1, 2003 - May 31, 2004 


Nottingham University 
Business School 


MBA Programmes 


Manage the Future 
with 7 Distinctive 
MBA Programmes 


Outline: 


e compact, high-level coverage of the most important areas of international 
economics through concentrated courses given by renowned university 
professors; 


profound training of skills pertinent to economic analysis, methods of 
empirical research, and economic policy evaluation; sham Univer 
designed for economists holding a university degree who are interested in ess Schoo 
a career with international organisations, domestic policy and academic 


institutions, international corporations etc. 


Cs leading cent 
gement educati 
Courses: Lecturers: 
Macroeconomics in Open Economies Holger Wolf (Washington) 
Monetary Policy: Theory and Practice Jordi Gali (Barcelona) 
International Financial Markets Richard Levich (New York) 
Global Banking Ingo Walter (New York) 
Empirical Methods in Finance Stefan Mittnik (Kiel) 


international reputatior 


research and teaching 


International Trade David Greenaway (Nottingham) 
For further details contact the MBA Office 


European Economic Integration Filip Abraham (Leuven) E s 
Nottingham University Business School 


The Economics of Labour Markets Dennis Snower (London) l ! ! 
Jubilee Campus., Wollaton Road. Notti gham NG8 1BB Eng 


Te ie p h one 
Fax 


Economic Growth and Development Sebastian Edwards (UCLA) 


For detailed information write to: 


Kiel Institute for World Economics * Advanced Studies 
D-24100 Kiel/ Germany Fax: Germany+431+85853 
Internet info http://www.uni-kiel.de/ifw/ 


itingnam.ac 
uk/business 





The Economist December 7th 2002 





94 Courses 


The Birmingham 


Business School ~ Ge) 
: TOC) Ton ot the futu rHE UNIVERSITY 


a vision of the future 
OF BIRMINGHAM 








The Executive MBA 


e Educates managers from all over the world 
e Taught in eight intensive modules each lasting 


tor — Gays or Dy i study MBA International Banking and Finance 
e Entry Points In January, April, June and September The European MBA with ESC Montpellier A 
Flexible, a minimum of two modules a year or FUNDESEM, Alicante 
e Birmingham Faculty teach in the UK, Singapore 
and Hong Kong 


Developing global competence 
for a changing world 

Full time MBA programmes: 
MBA International Business 













M 


E 


a > 
em T 
non 





Tel: +44 (0)121-414 6693 Fax: +44 (0)121-414 3553 
Email: MBAGbham.ac.uk 


mba.bham.ac.uk | 





UNIVERSITE PARIS Swiss School of Hotel Management 


DAUPHINE 


Executive MBA 
Dauphine UQAM 


The excellence of an MBA is in the quality of its Faculty. 
3 days per month in Paris during 2 years. 


www.mba.dauphine.fr ! 
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. 
Hotel Institute Montreux 


* 3 year Bachelor of Science Hospitality Degree * 2.5 year Swiss & US Hospitality Management Diploma 
* 5 month Post - Graduate & Professional Diploma * 6 week Certificate Programmes 


15 Avenue des Alpes , 1820 Montreux, Switzerland , Tel: +41 (0)21 966 46 46 
Fax: +41 (0)21 966 46 00 E-mail: him@him.ch , www.him.ch 




















@ive your study an 
international dimension 


Department of Politics and International Studies 


“8 NIMBAS Ez 


The Associate Institute of the 


University of Bradford 


MBA/DBA 


NIMBAS Graduate School of Management offers you the opportunity 
to study for British MBA and DBA degrees in continental Europe. 

A leading European school, NIMBAS is accredited by the Association of 
MBAs, recognised by the Kultusministerkonferenz, and offers its degree 
from an EQUIS accredited institution. NIMBAS also ranks amongst the | 
world's top 50 business schools for the quality of its MBA programmes’. | 


ONE YEAR MA PROGRAMMES 


In one of the UK's top 5 research institutions. 


? 





We received a 5 rating in the recent Research Assessment Exercise and achieved a 
maximum of 24/24 in the Quality Assurance Agency Subject Review The University 
»f Warwick is also the site for the ESRC Centre for the study of Globalisation and 
Reaionalisation. 

With 100 students from 30 countries and 30 leading academics, many with 
nternational interests, we are well placed to give your study a global perspective 
One-year Full-time MBA and Two-year Part-time MBA in Utrecht; With a large postgraduate community, and a cosmopo itan population, Warwick 
Two-year Modular MBA in Bonn, Mainz and Berlin; Executive MBA in 


four European countries. | 


students are part of a leading research university. Bursaries are also available to help 


YOU w tn your study 











Masters Programmes 
@ MA International Political Economy 

@ MA International Relations 

@ MA International Politics and East Asia 

@ MA Globalisation and Development 

@ MA Politics (ESRC recognised 1+3 Programme) 


Four-year Part-time professional practice Doctorate, accredited ^ 
by the Economic and Social Research Council in the UK. ©) 


Please contact our admissions office for further details. 


* Financial Times 22/10/01 








For more information about the department or any of 
the courses listed above, visit www.warwick.ac.uk/PAIS/ 
or email resab @csv.warwick.ac.uk 

Tel: + 44 (0) 24 7652 3486 IE UNIVERSITY Of 
Fax: +44 (0) 24 7652 4221 WARWICK 


NIMBAS Graduate School of Management 
PO Box 2040. 3500 GA Utrecht, The Netherlands 
Tel: +31 (0)30 230 3050 Fax +31 (0)30 236 7320 
E-mail: admissions@nimbas.com 






Website: www.nimbas.com 





The Economist December 7th 2002 


intensive spanish language TE for 
| execulivos, travelers, and international students. 


: "Langusqe Services 
www bridgelinguatec.com 


[Totally Flexible 
MBA/DBA/PHD 


ie ; MS degrees by Distance Letiming. You design your 


Curriculum. You will not study material you alieady 
know or do not need. No exams, you. Team through 
research & writing. No Bachelors or GMAT required. 
Faculy ane suoccenasful business leaders/authors. 
Faculty wanted. Rushmore University, 1-815«425- 
8377, into2zrushmore.edu www.rushmore.edu. 


UNIVERSITY COLLEGE DUBLIN 
An Coldiste Ollscoile Baile Atha Cliath 


The Dublin European Institute at University College Dublin invites applications for: 


MASTERS DEGREE IN EUROPEAN ECONOMIC 
AND PUBLIC AFFAIRS (MECONSCO) 


Based in the Social Sciences, this intensive interdisciplinary programme 
: "focuses on the business, economic, legal and political aspects of European 
integration and the European Union. Students take custom-designed core 
and optional courses from the Michael Smurfit Graduate School of Business, 
the Faculty of Law and the Departments of Economics and Politics. Students 
will submit a specialised 15,000-word research dissertation and participate 
actively in each of two i4~day research visits to Brussels and Florence. 


The Government of Ireland offers a scholarship for the MEconSc programme to 
national government officials of the 12 EU applicant states currently negotiating 
terms of membership. The scholarship covers all tuition and accommodation 
costs (including those of the rwo research visits). Applications for the scholarship 
must be received before Saturday, Ist March 2003. 


MASTERS DEGREE IN EUROPEAN STUDIES (MA) 


Centred within the Arts and Humanities, this broad-based interdisciplinary 
programme focuses upon the cultural, historic, linguistic and socio-economic 
development of Europe. In addition to their specialised core courses, students arc 
offered a range of custom-designed options trom Departments including Classics, 
French, German, Italian, Library and Information Studies, Linguistics, Secal 
Policy, Spanish and Politics. Students must take up à modern European language 
and submit a specialised 15,000 -word research dissertation, 


Enquiries are also welcome for the Institute's four year PhD programme. 
For turther information and application forms please contact: 


Ms. Dolores Burke and Ms. Thomasina Waghorne, 
Joint Programme Managers, Dublin European 
Institute, University College Dublin, 

Belfield, Dublin 4, Ireland. 

Tel: *353-1-716 7634; Fax: 4 353-1-269 2589 

Email: dei@uced.ie; Website: www. Furopanicidies te 


University College Dublin 


NATIONAL UNIVERSITY OF IRELAND, DUBLIN 
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Teaching French to adults Jor 32 years —€— 


Overlooking the Riviera’ S most FRANÇAIS 
A UNIQUE “COMPLETE IMMERSION” PROGRAM 
8/; hrs a day with 2 meals. 8 levels : Beg. I to Adv. H 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 2-4 week course starts Nov. 25, Jan. 6 und all year 4 
06230 Villefranche Mer EL7, France. Tel. +33 493 01 8&8 a Fax xA 8 76 92 uU 


www.institutdefrancais. com nam 


2003 
TRAINING 
COURSES 

IYPCM 
Scuola Superiore 

Sant’Anna 


Poles vum international” 
civilian personnel for multi functional - 
peace operations 


Conflict Management, Resolution or Transformation: 
Where to begin? 
Z. $ March 2083, apply hy 10 Jonwery 2003 


The Civilian Personnel of Peace-keeping/Humanitarian | a 
and Electien Monitoring Missions 
1. 8 duly 200%, apply by & April 2003 


The Humanitarian Update 
30 June - H July 2003; apply by 10 ie m 


Appointments 


ECONOMIST — WEST & EASTERN EUROPE 


| Business Monitor intemational (BMI), leading online publisher of country risk and forecasts c 


markets, is recruiting an experienced economist to analyse/forecast risk and macro varia le 

European countries. Understanding of applied economics, time-series econormaetrics, excellent wiir 

skills and ability to meet deadlines required; knowledge of Sovereign risk/risk ratings desi rable. 
ANALYST /ECONOGMIST ~— LATIN AMERICA 


BMI is also recruiting a graduate analyst/economist specialising in risk analysis andm 


forecasting for Latin America; requires good Spanish, knowledge of region, excellent wri 


ability to meet deadlines. 


Excellent career opportunities in high brand company, with competitive salary and co idi 
Send CV and covering letterto: Colin Sykes at BMI, 179 Queen Victoria St, London, ECAV. i 
csykes @ businessmonitor.com. www.businessmonitor.com : 


ACADEMIC ADVISOR (Job Code #3 


Education/Experience Required: CE 

« MA, Ph.D or the equivalent preferably in education, academic Ic 
advising, or counseling d 
Minimum of five years experience in international student advising, | 
counseling, and placement in US universities, including a thorough ic 
knowledge ofthe US system of higher education f 
Creativity as well as strong organizational and communication skills. 1 
Advanced computer skills 


SCHOLARSHIP PROGRAM DIRECTOR (Job Code e [ 


Education/Experience Required: E 
e MA, Ph.D or the equivalent, plus at least seven years experience as ee 
director of scholarship program or university admission office 


Demonstrated ability to lead, organize, develop, and direct E * 


administrative procedures 

Complete understanding of US higher educational svstem 

Proven skills to develop and expand the scholarship program at both. 
the graduate and undergraduate level 

Capacity to improve and offer new ideas to monitor university 
students academic affairs and progress and implement methods to: 
improve the staff's overall performance 


To Apply: Mail, fax or e-mail resume, references, and cover letter to. 
the attention of Director's Office. 
| | PO Box 73887 |. 
Abu Dhabi, United Arab Emirates | 





| COMMON FUND FOR COMMODITIES - 


Study on Tariff Peaks and 
Escalation 


The Common Fund for Commodities (CFC) is calling for bids from 
experienced consultants or consulting companies to undertake a 
“Study on Tariff Peaks and Escalation of Selected Agricultural 
Products in Specified Markets" 


The objective of the study is to examine the tariff structure by 
specific markets for selected agricultural commodities and their 
products to cover the occurrence of tariff peaks and escalations. The 
study will comprise not only the nominal tariff but also the effective 
rate of protection (ERP) so as to determine how the tariff structure 
is affecting market access and location of processing activities of 
these products. 


The detailed Terms of Reference can be accessed on the CFC 
Website www.common-fund.org under “Consultancies”. 





Offers should be sent in writing by 15 January 2003 to the following 
address: 


The Managing Director 
Common Fund for Commodities 
P.O. Box 74656 
1070 BR Amsterdam 
The Netherlands 

20 676 0231 


anghai Stock Exchange ee 


Shanghai Stock Exchange invites the application for the 
position of Visiting Financial Economists who will 
perform economic studies related to China's securities 


markets and the Exchange's development. 


The term of appointment is 3-12 months and the 
starting date may be flexible. Candidates must have a 
Ph.D. in accounting, economics, or finance and have a 
proven record of publication in first tier economic 
journals such as American Economic Review, Journal of 


Finance, and Journal of Financial and Quant 
Analysis. Knowledge of the Chinese securities markets 


is highly preferred: 
The annual salary 


Candidates sho 
proposed topics fo 





China on or befo 
will be contacted f 


Appointments to DFID's Advisory Team in Nepal 


At DEID, our central focus is on an international commitment to halving 
the number of people in extreme poverty by 2015 — through sustainable 
development, education, and better management of the natural and 
physical environments. So we're looking for individuals who can bring skills, 
understanding and patience to even the most complex development activities. 


DFID is a major bilateral development agency in Nepal. Our commitment 
is to support the Government of Nepal and others to eliminate poverty 
in line with the Millennium Development Goals. 


DFID is committed to promoting reform and development in order 
to address the root causes of poverty in Nepal. We give priority to support 
for economic opportunities and essential services to poor and disadvantaged 
communities, including those currently affected by conflict, and to social 
justice and governance reforms. We are committed to delivering assistance 
transparently and with full accountability to local communities. 


The DFID programme in Nepal is designed and supervised by a team 
of advisers under the leadership of the Head of the DFID Office in Kathmandu. 
The team includes specialists in infrastructure, governance, rural livelihoods, 
social development, economics, statistics, health and conflict studies. 
All members of the DFID Advisory team contribute to country and sector 
strategies and are responsible for designing and supervising DFID's 
programmes of assistance. There are currently 2 vacancies on the team. 


We want to diversify the team to bring in Nepalese expertise on the 
development challenges facing the country and on the social and political 
context. We are interested in applicants who can demonstrate that they 
have this expertise, and who have a successful record of achievement 


C) 


INVESTOR IN PEOPLE 


working in a national or international development agency as a professional 
in one or more of the following fields: social development, rural livelihoods, 
infrastructure, health, economics. Applicants personal competencies 
should include: working with others; forward thinking; communicating 
and influencing; and analytical thinking and judgement. Also applicants 
should have a relevant post-graduate degree or equivalent. 


There will be an attractive and competitive local salary and benefits package. 
The successful applicant will be contracted for a 3 year fixed term 
appointment, during which time there may be an opportunity to apply 
for membership of DFID's professional advisory teams. You will be 
based in DFID Nepal's Kathmandu office, though some in-country and 
international travel will also be required. 


DFID is an Equal Opportunities employer and appoints on merit by open 
competition. Nepalese citizens and women are encouraged to apply. 


To receive a Job Vacancy Information Sheet and Application Form, please 
contact the Personnel Manager at DFID Nepal, Tel. No. [977 1] 542980, 
Fax. No. [977 1] 542979, or email b-ulak@dfid.gov.uk 


Closing date: Friday 27 December 2002. 


Working to eliminate global poverty and promote 
sustainable development 


GIVILSERVILDE 


Department for 
F International — — 
pe Development cc 








 www.dfid.gov.uk a 
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Strategic Studies and Researc 





- Abu Dhabi 





* Tax free salary and benefits 


Our client, the Emirates Center for Strategic Studies and Research (ECSSR) is the leading independent research institution ^ .- 
in the Arabian Gulf dedicated to excellence in scholarship on political, economic and social issues pertinent to the UAE, 
» the Gulf region and the greater Middle East. 


Their world-renowned facilities in Abu Dhabi provide an exceptional environment for in-house research and analysis teams. 
They gather and process information as well as hosting conferences and workshops and producing publications featuring 
prominent scholars and international dignitaries. Purpose built, state-of-the-art offices and working conditions exist and the 
new library will be the largest and most comprehensive facility of its type in the Middle East. 






uus They are now entering a new phase in their evolution. This is a time of change and exceptional growth and they are looking 
|. for qualified and enthusiastic individuals to help fulfil this challenge. 












" "Head of Economic & Social Studies Division 


This is a leadership role in planning, directing and 
E . managing the division and includes designing and 
implementing research agendas and meeting divisional 
~~ goals and objectives. Responsible for a number of specialist 
economists and researchers, you will manage ambitious 
“research goals including policy papers, events analysis 

and response items ~ in a high pressure environment. 


< An advanced degree in Economics or related Social Sciences 
and ten years’ experience with at least five at management 
devel is sought. Sound research skills and a demonstrated 
understanding of broad economic issues, including 
demographic analysis, international trade and investment, 
financial and capital markets, energy economics and varied 
social policies such as health and education are required. 
Familiarity with economic publications and experience in 
Middle East relations would be ideal. Ref: 247822/Ec 






International Trade; 


Fax: +44 (0)20 7406 5946. 


Z tmpworldwide 


In the near future they will also be considering applications from Researchers in the following areas: Energy Economics; f 
Capital Markets; and Political, Military and Security issues. Ref: 247943/Ec 


As well as excellent tax free salaries, our client offers free furnished accommodation, children's education allowances, 
family air tickets to point of origin, medical care and other benefits in the warm climate and relaxed lifestyle of the UAE. 


To apply for the above positions, please forward a detailed CV quoting relevant reference number to Graham Rowlands 
at TMP Worldwide, Chancery House, 53-64 Chancery Lane, London WC2A 1QS. Email: graham.rowlands@tmp.com 

















Head of Information Systems Division _ : 


This role is responsible for supervising the special reports, — 
data collection and analysis division creating report a 
portfolios, monitoring relevant news events and proactively . 
informing senior management through written reports. et 
You will design and implement database and databas E 
management systems used for the production of repor 
well as train and coach users on research techniques and : 
writing (print and electronic). B 
A Bachelors or Masters degree in Information 
Management/Journalism/Social Sciences and a minimum 
of 7 years' experience is required. Sound research skills 

and report writing abilities and familiarity with essential 
information sources such as EIU, Janes, Nexis and other. 
well known political/economic research materials relevant — 
to UAE/Gulf issues are desirable. 5 
Ref: 247821/Ec 










Q monster.co.uk 








Institute of Governance 
The institute which was established with a £5.6 million government 
grant, is a major centre of interdisciplinary activity (European Studies, 
Law, Politics, Sociology and Social Policy) reflecting both academic 
and practitioner input. Its research agenda focuses on how changes 
to the structure of the state are impacting on the lives of citizens at 
every level from the local to the global, Its aim is to enhance the 
quality of research in this broad area through the development of 
international research partnerships and, through its cross-sectoral 
activities, to contribute to the capacity of those responsible for the 
implementation of governance in Northern Ireland. The Institute is 
also the home of the QUB arm of a partnership with the University 
of Ulster - the Northern ireland Political and Social Archive which has 
the aim of making data sets and other social and political material 
accessible to the widest possible audience. Further information about 
its research and other activities is available on its website at 

www. qub.ac.uk/gov, 


The institute now wishes to make appointments to the following 
positions for 1 year from 1 September 2003. 


Senior Academic Fellow 
Ref: 02/F925B 


The successful individual will be required to enhance the research standing 
of the Institute by taking a leading part in developing one or more of the 
areas of governance and public policy that fall within its remit 


Applicants must be able to demonstrate an excellent record in 
developing national and/or international research partnerships 
relevant to the interdisciplinary research agenda of the Institute. 
Applicants must have a primary or higher degree in a discipline 
relevant to the remit of the Institute; experience of heading or 
participating in international research networks and à record of 
securing research funding. More detailed criteria is available in the 
further particulars for this post. 


Senior Practitioner Fellow 
Ref: 02/F926R 


The successful individual will be required to enhance the research 
standing of the Institute by taking a leading part in contributing a ‘user’ 
input into one or more of the areas of governance ard public policy that 
fall within its remit and in making available to the policy-making 
community the best international research findings in those areas. 


Applicants must be able to dernonstrate an interest in developing 
collaboration between those who carry out policy analysis in 
government and academic researchers. 

Applicants must have a primary or higher degree in a discipline 
relevant to the remit of the Institute and have experience of policy 
analysis and policy formation in their own institution. More detailed 
criteria are available in the further particulars for this post. 

Salary will be determined in accordance with the appropriate 
professorial equivalent range as applied within the university. 
informal enquires for these posts may be made with Professor Mike 
Smith at m.smithqub.ac.uk or telephone +44 (0) 28 90 274150. 


The University welcomes applications from individuals who wish to 
be considered for secondment. 


Closing date: 5.00 pm Friday 31 January 2003 for both posts. 


Please visit our website to download the application pack - 
wwWw.qub.ac.uk/jobs or alternatively contact the address below. 


The University & committed to equal opportunities and to selection on 
merit. it therefore welcomes applications from all sections of society. 


Fixed term contract posts are available for the stated period in the 
first instance but in particular circumstances may be renewed or 
made permanent subject to availability of funding. 


Queen's University Belfast 
Personnel Department 


Belfast, BT7 INN. 






Tel (028) 90273044 or t . x 
(028) 90273854 Queens University 
(answering machine) or eias 

Fax (028) 90324944 or 


e-mail on personnel@qub.ac.uk 


——ÓM 


—— ——'' nnd 


remi 


The Department of Economics at the University of Mannheim, Germany, is filling the position of à 


The successful candidate for this chaired position is expected to represent Ce field of public finance, 


Applications should be sent by January 17th, 2003 to: Dekan der Fakultiüt für Volkswirtschaftslehre, 
Universitat Mannheim, D-68131 Mannheint, 















Professor (C 4) of Economics 















Corporate Environmental Management 


Two Faculty Positions 


The Bren School at the University of California invites applications for 
one tenure track Assistant Professor and one Associate or Full Professor 
whose research relates to environmental performance as a strategic 


element in the operation of business firms, NGOs or other organizations. 


For full text of position descriptions and information about the Bren 
School, refer to our web page at www.bren.ucsb.edu. For fullest 
considerations applications should be received by Jan 15, 2003. 
Applications from minorities are encouraged. 


University of California, Santa Barbara 


Donald Bren School of Environmental 
Science & Management 


Department of Economics 
Lectureships in Economics 
£26,270 - £33,679 pa 

You will have research and teaching interests in any area of economics, 
although one post is reserved for Industrial Organisation. This post 


requires demonstrated ability or clear potential to enhance the 
Department's international research reputation. Ref: 16/3/02 


informal enquiries to Professor Michael Devereux, Departmental Chair 
(+44 (0)24 7652 8414), email: michael.devereux@warwick.ac.uk 


Senior/Principal Research 
Fellowship in Economics 


Centre for the Study of Globalisation and 
Regionalisation 


£25,451 - £33,679 or £32,125 - £39,958 pa 


This is a four year post located in the ESRC Research Centre for the 
Study of Globalisation and Regionalisation. You will be expected to have 
a proven ability to conduct high quality research in any area of the study 
of globalisation and regionalisation. Ref: 16/7R/02 


informal enquiries to Professor Marcus Miller (+44 (024 7652 3049), 
email: M.H.Miller&warwick.ac.uk 


Application forms and further particulars can be obtained from the 
Personnel Office, University of Warwick, Coventry CV4 7AL 

Tel: +44 (0)24 7652 3627 email: recruit@warwick.ac.uk Please 
quote the reference number. Furtber information is also available at 
www. jobs.ac.uk/jobfiles/AC1636.btml 


Closing date for all the above posts is 10 January 2003 

















Education/Experience Required: 


institution 


Dynamic and proactive demeanor 


attention of Director's Office. 


Email: ecssruae@email.com 
Mail: PO Box 73557 
Abu Dhabi, United Arab Emirates 







. The Treasury Select Committee of the House of 

| Commons is seeking to recruit a Committee Specialist. 

|. The Committee's role is to examine the expenditure, 

administration and policy of HM Treasury, the Inland 

Revenue and HM Customs and Excise and associated 

- public bodies, including the Bank of England, and its 

Monetary Policy Committee, and the Financial Services 
Authority. Further information about the Committee can 
be found at: www.parliament.uk/ 


The Committee Specialist, working under the Clerk of 
the Committee, will work closely with the Chairman and 
the other ten MPs who compose the cross-party 
Committee. Recent Committee inquiries have included 
the Budget, the Bank of England's November Inflation 
Report, the Financial Services Authority s Annual Report 
and the International Monetary Fund. Witnesses who 
have recently appeared before the Committee in these 
inquiries have included the Chancellor of the Exchequer, 
the Governor of the Bank of England, the Managing 
Director of the IMF, and the Chairman of the FSA. 


LI 


The postholder will be part of the small secretariat 
supporting the Committee, which includes a second 
Committee Specialist. The position of Committee 


Specialist entails considerable responsibilities, including: 


taking the lead in running certain inquiries; drafting 
Committee reports; preparing briefing and suggesting 
lines of questioning for hearings; liaising with experts 
and specialist advisers; policy research; informing the 
Committee of current developments; and accompanying 
the Committee on UK and occasionally overseas visits. 


Applications are sought from candidates with at least a 
good second-class degree which has served as the 
foundation for further development, for example through 


| he Economist December 7th 2002 


NT TO THE DIRECTOR (Job Code #2) 





mee MA, PhD, or the equivalent plus at least five years experience 
188 researcher assisting in the management of a research 


= Knowledge in preparing and presenting managerial data and 


2 reports as well as in organizing and directing research agenda 
e Ability to oversee, conduct, and follow-up policy studies 


To Apply: Mail or email resume, references, and cover letter to the 






Treasury Committee Specialist 


: Starting salary in the range of £22,362 - £33,505 pa depending on qualifications and experience. - 
Thisi isa fixed term appointment for two years [with the possibility of extension for a further 1 or 2 years]. 





Development Advisor 














Required Qualifications: 


Education: 





may be substituted. 









Work Experience: 






transition economies is preferred. 


relevant post-graduate study and/or experience in the 
economic or financial field of at least two years. The 
postholder would be expected to build upon their existing 
expertise, and should be willing and able to develop 
quickly a specialist understanding of new subject areas. 
Knowledge of current economic and financial affairs, 
particularly of the UK but also internationally, is 


important; an understanding of the system of governance. 


in the UK would also be an advantage. Strong 
interpersonal skills, including tact, discretion and 
maturity, plus effective communication ability, especially 
excellent written and spoken English, are priorities. 


Excellent service conditions apply: generous annual leave 
starting at 28 days, a choice of final salary or stakeholder 
pension; interest-free season ticket loan; child care 
vouchers; membership of an in-house gym is available 
on payment of a small fee, There is the opportunity to 
apply for other positions within the House of Commons 
Service, subject to satisfactorily completing a 
probationary period of nine months. 


The appointment could begin as early as March 2003. 
Strict impartiality is required and the person appointed 
will be expected not to engage in political activities for 
the duration of the appointment. 


Applications from candidates wishing to apply for a 
secondment will be considered. 


For more details and an application form (to be 
returned by ó January 2003], write to Capita RAS, 
Innovation Court, New Street, Basingstoke, Hampshire 
RG21 7JB or telephone 01325 745170 124 hours]. 
Internet www.capitaras.co.uk Q Jj 
Please quote reference B6893. 





Albania Senior Agricultural 


The U.S, Agency for International Development Mission in Albania T 
seeks applications from qualified American. citizens for a Personal p: 
Services Contractor opening in spring 2003 in Tirana. Albania 


Deueline to submit applications is January 6, 2003 


A minimum of à Master's degree in agricultural economics, agricultural ... 
marketing, agricultural business management or a related fehl from a recognized 
(preferablv American) university is required. Other relevant technical Wen 


Public and private sector professional experience ata senior level m 2 
designing, managing and evaluating agricultural and agribusiness E : 
development programs/projects. Demonstrated ability to identify am 
resolve complex technical, market development and. policy 155088: 07 
Experience working with USAID, USAID contractors & grantees, senior 
host country counterparts, and/or other donors in emerging and/or 


For more information and application instructions please visit; 
hittp//www.usakd.gav/procurement, bus opp/procurement/pse, solicit/ 
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The House of Commons is committed f to goal opportunities Applications froin candidates with disabilities will m welcomed. 

















SENIOR MEDIA ADVISOR | 
KOSOVO 
IREX seeks long-term resident 
advisor for USAID-funded 
media development program 
in Kosovo. 


** WORK IN USA ** 












FOP Positions, Salaries & Benefits 
Visit us Ontine for Job Opportunities! 
Affliates (Recruiters) Needed! 


Ideal candidates have 10+ www.GreenCardSpeciatists.com 
years experience in broadcast 
journalism and television 
business management 
Experience in international 
training /consulting preferred. 


Readers are Recommended 





Send resume/cover letter to: 
IREX/MDD/TE, fax (202) 628-8189 
or resumesQirex. org. EOE 


advertisement published is Tho Economist. 


Pembroke College, Cambridge 


MASTER 


The Fellows of Pembroke College seek to elect a new Master, to succeed Sir Roger 


Tomkys on his retirement in August 2004. 


The College is among the oldest of the constituent colleges of the University of 
Cambridge. In recent years it has been among the most successful, academically 
distinguished at all levels and with a flourishing development programme. The 
College seeks applications from men and women of distinction, either from 
academic life or from some other background. The successful candidate will be 
able to provide committed leadership of a thriving, self-governing, humane 
academic community and to represent its interests in the University and the world 
at large. Within specific terms the duties of the Master are to a degree negotiable. 


Election is to the retirement age, normally 67; it is expected that the new Master 
will serve for at least five years. Further particulars may be obtained from The 
President, Pembroke College, Cambridge, CB2 IRF. Applications are asked for by 
14 January 2003. 
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Publications 


WHY IS A FREE PRESS SO IMPORTANT? 
A NEW PUBLICATION FROM THE WORLD BANK HELPS EXPLAIN WHY 


É The Right to T Tell: The Role of Mass 
Media in Economic Development 


Journalists have an extremely difficult job and frequently a danger- 

- Qus one as well. Through their work, some face harassment, physi- 

. cal intimidation, jailing, death threats, and ultimately, sometimes 

' death itself. Despite these dangers, journalists continue to play an 
important role as investigators, mediators, reformers, objective storytellers, and 

most importantly, they act as facilitators of the free flow of information, 


The Right to Teli: The Role of Mass Media in Economic Development contains an 
outstanding list of contributors —Nobel Prize winner and former World Bank chief 
economist, Joseph Stiglitz to Robert J. Shiller author of irrational Exuberance and 
Nobel Prize winner and novelist Gabriel Garcia Marquez. Contributors to this volume 
explore the role of the media as a watchdog of government and the corporate sector, 
and the policies that prevent the media from exercising that role. The Right to Tell 
also evaluates the media's function as transmitters of new ideas and information, an 
essential ingredient for markets to operate efficiently. This publication also looks at 
the damaging effects that an unethical or irresponsible press can cause to a society. 


Àn independent press is essential to sound and equitable economic development. 
The media helps to give a voice to the poor and the disenfranchised and allows for a 
free and transparent society. 


World Bank Institute Development Studies. November 2002. 332 pages. 
Stock no. A15203 (ISBN 0-8213-5203-2). Price US$35. 





Worid Bank Publications 
PO. Box 960, Herndon, VA 20172-0960, USA 
. Telephone: 703-661 1580 or 800-645-7247 Fax: T 






Visit our website af 


ES WORLD BARK igs 
Nee www. worldbank. arg/publications 


xA Publications 























195,000 Employment VISAS Available: 
DU PROFESSIONALS, ENGINEERS, ARCHOERSTS. TF 
AGROMUNTANTS. PHYSICIANS. EEAGGERI, ETC 














io make appropriate enquiries and take appropriate 
advice before sending money, incurring any expense 
or entering into a binding commitment in relation to an 
advertisement, The Economist Newspaper Limited 
shai not be liable to any person for loss or damage 
incurred or suffered as a result of his./ her accepting 
or offering to accept an invitation. contained in any 











03-661-1501 ARTE 


“THE R REGIONAL ENVIRONMENTAL € CENTER 
. for Central and Eastern Europe (REC) 


The REC is a well-established international organisation with its head office in 
Szentendre, Hungary, close to Budapest, with 15 country offices in the region and 180 
staff. its mission is to assist in solving environmental problems in Central and Eastern 
Europe (CEE). The Center is seeking an: 


EXECUTIVE DIRECTOR 


Responsibilities include strategic planning, fundraising, overseeing the financial 
managernent of the organisation and the extension of the Center to new countries 
and regions, such as Turkey, as well as leading a team of dedicated international 
experts. The successful candidate will have a minimum of five years of experience in 
senior management in a leadership position, and extensive knowledge of 
environmental issues affecting the CEE region. Closing date: February 15, 2003 

















For complete details please visit «www.rec.org/REC/Announcements/Tobs. html» 





interested candidates are kindly requested to forward a detailed application including 
a letter of motivation and resume to: 


Ms Maria Angyal, REC, Ady Endre ut. 9-11, 2000 Szentendre, Hungary, 
fax: 436 26 311 264 or e-mail: recruitment&Grec org. 









Energy Sector Policy Specialist 


The U.S. Agency for International Development Mission in 
Albania, seeks applications from qualified American citizens for 
a Personal Services Contractor opening in spring 2003 in Tirana, 
Albania. 
Deadline to submit applications is January 6, 2003. 
Required Qualifications: 
Education: Must have advanced degree(s) in economies. finance. business, law, 
energy engineering, and or related fields 


Work Experience: At least 10 years of experience of which at leas: five years must be 
at the project and/or program management level, Experience with, 
and in-depth knowledge of, energy systems in the US. CIS. Central 
& Eastern Europe, and/or Third World countries. Demonstrated 
ability to: a) work with USAID, USAID contractors & grantees, 
senior host country counterparts, and/or other donors in emerging 
and/or transition economies; and b) identify and resolve complex 
technical, legal and regulatory issues affecting the energy sector 
preferred, 


For more information and instructions on how to apply, please visit 
http://www.usaid.gov/procurement, bus, opp/procurement/psc solicit/ 


Business & 
Personal 
“OF FSHORE 
TAX- F REE 


Companies world-wide 


International 
Property 


"$ SWITZERLAND 


Lake Geneva & Alps 
Attractive rties, overlooking views, 1 to 
5 bedrooms, SFr 250000. Sale to Non- 
Swiss citizens authorized. Leading com 
established in 1975. Experience. Di on. 

REVAC S.A. 
52. Montbrillant, CH-1211 GENEVA 2 
Tel. +441 22/734 15 40, Fax 734 12 20 
WWW.revac.net 























Formation and administration of 
companies, opening of bank accounts fd 
= bint service 


LAVECO Ltd. 7 


Tel. 4d4-207-550-0900 


Travel - 


Fax: 444-207-356-0910 j 
“HR i d P + 
A HOME FROM HOME IN LONDON (iM É-— —. — ———— 
HUNGARY [i 


SHORT AND LONG LET APARTMENTS lel: 436-1-217-96-81 
Fax: +36-1-2 17-44-14 
E-mail: hungary@laveco.com T] 
ROMANIA 
Tel: 440-722-326-329 [] 
Fax: +40-21-313-7177 
E-mail: romaniv@ laveco.com 


Charming studio and one bedroom fully 
equipped self contained flats with maid 
service which sleep up to four persons, 
Situated in Kensington close to Harrods 
in beautiful quict garden square. 





For more details and brochure please contact: 


SNOW WHITE PROPERTIES LTD 
55 Ennismore Gardens, LONDON. SWI i. | 
Tel: (44-20) 1584 3307 Fax: (44-20) 1581 4686. i 
E.mail: snow. white Q virgin. wc. 
WWW: snowwhitelondon. com. 


CYPRUS. 
Tel: 4357-24-636-9019 
Fax: +337-24-636-920 
E-mail: I; eyprasG@laveco.cc com. k 
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-© OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIONS. i 
| The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the : 













—— M77 7T | ^ 90-100 Sydney t. Chelsea, Helen Harper LL. B (Hons), Dip. Law, AO! Janson Lotery BSc (Hons) — | - 

Co & TRUST MANAGEMENT Onun SASEN. E-mail: helen@scigroup.com E-mail: janson@scigroup.com € -— 

iil — —— ! | Tel-+44 (Ø) 20 7352 2274 Charles Baker M.A. (Hons) e 
M on Fax +44 (0) 20 7795 0016 












Emal chares@scigroup.com 
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BECOME A SUCCESSFUL 
CONSULTANT IN YOUR 
OWN FIELD 


For free details contact 
The Consultants Institute, 
245 NE. 4th Avenue, Suite 102 Delray Beach, 
FL 33483, USA, FAX 561.278.5920, 


wyw.americanconsultantsleague.com 


Offshore Corporations 
Banks, Trusts, Foundations 







www.akcanada.com 


DRAN ERE rn £5 









Free soline consultar, 24 boues per day, Y dave per wak 


Abrams & Krochak 


Uarsudtar inserienation Lawyers 


A8 Mortons Breeus, Bree AEL, ‘Yocom, Cienia hif URE 
Ved, oa (25 GU GD SRY Fa «e DIOS d dE RST 
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wWww.swiss-bank-accounts.com 


















Banking Specialists : 
Offshore Company Formation 
Private Bank Acquisitions 
Bank Introductions 
Credit Enhancement 
end Citizenship Programs 
Diplomatic Introductions 

Tel: 444 (0020 7958 9014 

Fax: +44 (0020 7958 9383 

Email: IÉnfoGglobalcapital.ec Global 


_ The | 
Economist | 
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OFFSHORE COMPANIES 


* Ready made companies 
* Full corporate administration 
* Trade services (VC, shipping) 
* 
* 




















Italian jacquard silk ties, 
for all occasions: oo | 
Ideal gifts. — | 





TO ADVERTISE WITHIN THE CLASSIFIED 
SECTION CONTACT: 


London 
Ruth Fox 






Sanking/Accounting services 
China business development services 
Contact Stella Ho for immediate services 
& company brochure 


NACS LTD 


Suite 1505-5, Albion Plaza, 
2-& Granville Road, TS. T. 
Kowloon, Hong Kong 
E-mail: nacs$inacs. com. hk 
Website: www nac com. hk 
Tek (852) 2724 1223 Fax (852) 2722 4373 











Contact 








Tek (44-20) 7830 7000 
Fax: (44-20) 7830 7111 
ruthtox @ economist.com 














New York 
Beth Huber 
Tet: (212) 541-0500 
Fax: (212) 445-0620 
bethhuber @ economist.com 
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; qnm m um um to I:DPPTTTTTY 
I Leading Indian B-School invites L 
-] Education, Training, Consulting & Research L. 


T Institutional / Individual Partners g 
Conceived by some of the top Academics, Professionals and Researchers 
l trom Harvard, Wharton, UCLA, lowa, LSE, Cardiff, Leeds and Indian institute g 
of Management (IIMs), EMP} (Entrepreneurship and Management Processes 
i international), approved by Govt. of india for the MBA, endeavours to blend E 
| education, training, research and consulting with a global cross-cultural |. 
perspective. It offers Undergraduate, Postgraduate and Doctoral level 
| programmes. EMPI's partnerships include a major European Union 
supported EU-India International Business Management Centre; GLOBE 


ü Project (Wharton School); Asian Media Information Centre (AMIC), Singapore 
and ESC Lille, France. EMPI invites partnerships for 


the following areas : 
i Areas for Partnering  —— ^ 
+ Global Business & * Governance & Pubic Policy = Insurance & Banking - 





With over 25 years experience in 
facilitating offshore and international 


business, we deliver workable and cost 
effective solutions. 


* Solutions for Expatriates 2 


* Trading or investing internationally 

















* Protecting your wealth 



















¢ Setting up a business overseas 





























V Gross Cultural Mgmt. * Retail 8 Brand Mami + Business Journalism 
* innovation & Entrepreneurship < Natural Resource Mami <> Social Development : 


Contact David Stevenson 
for further information: 


* Advertising & Communication « HR for Knowledge Economy * Design. 
Services WIO | 










* 


W Cooperative Development - iT-Enabled 


l aires 
I 


Collaborative / Twinning Degree 













BINE 
Programmes (UG/PGIPhO) - Pollution iree vast Green Residential 


| T: +44 (1624) 818899 
Research Centres Collaboration | Campus in South Delhi 

| 

i 


F: +44 (1624) 811081 


* 


* 


Executive Development Programmes “Team of Top Professionals 

Cansonia memberships - Student and Strong Global Corporate & 

Faculty Exchange | Academic Linkages - 

* Cross-cultural consulting * Electronic Information Linkage 
individual Faculty - Joint Teaching/ Research Wissen 


* 


MEME MEUM MM C n aene aU MNA 








* 







For details contact: 
S.P. Verma / Pankaj Saran 


EMP! Business School 
CSKM Educational Complex, Satbari, Chattarpur, New Delhi-74 
Mobile : (00)-91-98101 28765. Fax : 91-11-865 4422 
j| e-mail. empi(2del2 vsni net.in, website : www.empiindia.com 
WBE MM epiINSTITUTE OF ADVT ACOMMN PNE NE NEN NN UNIT co a; Né NS al 
.The Economist December 7th 2002 


ocraworldwide” 


P * Lii : j : 


Www.ocra.com 




































aa Economic and financial indicators 


Overview 


America's manufacturers seem dubious 
about the recovery. After a string of upbeat 
indicators at the end of November, the ISM's 
manufacturing index rose onlyto 49.2 in the 
month, from 48.5 in October. ISM readings 
above 50 indicate expansion, while those be- 
low 50 indicate contraction; the manufactur- 
ing index has been below 50 forthree 
months in a row. The ISM's service-industry 
index was more upbeat, however, rising from 
53.1in October to 57.4 in November. 


The euro area's economy grew by a sluggish 
1.2% at an annual rate in the third quarter. 
Unemployment crept up to 8.4% in October, 
from 8.3% in September. In November, the 
euro area’s economic-sentiment index, 
which measures both industrial and con- 
sumer confidence, fell to 98.6—its lowest in 
a year—from a revised 98.8 in October. Fall- 
ing consumer confidence outweighed rising 
industrial confidence. 


Unemployment in Japan returned to a record 
high of §.5% in October, up from 5.4% in 
September. Deflation continued as consumer 
prices fell for the 37th consecutive month. 
Industrial production fell again in October, 
by 0.395. 


Canada's economic growth slowed in the 
third quarter, to a 3.1% annualised growth 
rate, This was less than America’s growth 
during the same period. 





Data on more segues. 4 as ; wall a as s currency tools, 
tables and charts for shares and indices worldwide 
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Output, demand and jobs 






































% change on year ago 
The Economist poll Industrial Retail sales Unemployment 
= GDP GDP forecasts - production (volume) “fo rate 

i gtr®  iyear —— 2002 — 2003 latest — — latest — ^ — latest — yearago 
Australia — — £35 +37 03 +36  *33  — £2. Q2 +54 03 60 0t 70 
Austria — «2.5 +09 Q2 +06 +16 -19 Sep +04 Aug — 41 (t 38. 
Belgium — — «12 +08 03 +06 +17 -*13 Sep - 6.5 Sep 11.6 Nov! 10.8 - 
Britain — — 3.4 +18 03 +16 +25 -25 Sp +60 Ot 53 Sep! 5.1. 
Canada — — «3.1 +40 03 +34 +32 ^ ^ *55 Sep +70 Sp ^ 76 0t 74 
Denmark — — — -38 +09 03 +16 *20 ^d nil Sep — * 3.4 Aug — 5.4 Ot — 5.0 
France +09 +08 03 +10 «18 .X -4.1 Sep ~ 1.5 Sep 90 0a 38.7 
Germany — — *11 +04 03 +03 +11 -07 Sp ^ -13 Sep 10.0 Nov 95- 
Italy —— — +11 +05 d3 +04 +15 = *L2 Sep — -2.7 Sep — 9.0 Jul 9.5. 
Japan —— 80 +15 Q3 4-05 +07 4 *53 0t «-19 Sep  X— 55 0t 54 
Netherlands — * 0.3  « 0.1 03 +03 — * 1.4 — — - 2.3 Sep —— * 0.9 Sep — 2.4 Oct** 2.0 
Spain +32 +18 Q3 +19 +24  4—S *3.1 Sp na — ine Sep 106 
Sweden — — «2.4 +21 Q2 +17 423 «11 Sep +74 Sep 37 Od! 40- 
Switzerland — « 1.3 440.6 03 3 ml «12 —- -e0 a2 ~- 11 Sep 3.0 oat 19 
United States +40 +32 Q3 + 2.4 £26. + 1.2 Oc 4 | +06 Ot 5.7 0d! 54 
Euroarea +13 +08 03 +07 +15  -0.6 Sep -06 Sep 84 0t 80 


** change at an annual rate. TNot seasonally adjusted. Tt 3uly-Sep: claimant count rate 3,1% in Oct. EU harmonised rate 8.4% in Nov. 
**Aug-Oct. 























Prices and wages 
% change on year ago 
The Economist poll 

Consumer prices consumer prices forecast Producer prices _Wages/earnings - 
TERN. latest yearago 2002 — 2003 latest — yearago latest yearago 
Australia —  — 232 Q3 +25 +29 +26  -02 B +24 +36 B +40. 
Austria —  — — * 18 Ot +25 +18 . *17 +03 Ot 3-05 + 2.3 Ot +28 
Belgium — — *13 Ot +24  *17 ^ : tiá o * 15 Oct  -42  *2.31 G +37. 
Britain —— — — «2.1 Oct +16 — * 19 +24 +06 Ot — -0.6 + 38 Sep + 43 
Canada — — — * 32 Ot +19 +22 +25  *2.5 Ot — - 1.3 — * 2.6 Sep  * 2.0 
Denmark — — -*2.5 Oct +22 +24 +21 +08 Ot  - 0.3 +39 03 +43. 
France — — +19 Ot -*18 +19 +24 — *06 0t -15 34 OB + 42 
Germany — —  * 11 Nov +17 à — * 14 * 11 ^09 Ot  - 11  *24 Sep +23 
Italy — — *2.5 Nov +28 +25 +20 + L1 Ot — -0.6 +23 Od + 2.5 
Japan —— —— | 70.99 Ot -08  -10 -06 +03 Ot 2-06 +15 Ot -0.4 
Netherlands — « 3.4 Oct +43 +37 ^ 25 *22 0t  -14 +34 Ot 449 
Spain — — — 4 +40 Ot 43.0 — 434 +27 * 16 Ot - 04 +40 Q2 +29 
Sweden — — +25 Qt +27  *2.3 +20 = 40 Ot +05 — *2.7 Sep + 36 
Switzerland — — «0.9 Nov +03 — «0.7 — «08 ^ -0.6 Ot  - 14 «425201 +13 
United States — « 2.0 Oct +21 +16 +21 +06 Ot —- 03 , *30 Ot *38 
Euro area 42.2 Nov + 2.1 + 2.2 + 1.7 + 0.9 Oct - 0.7 +33 Q2 +30 
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Money and interest rates The Economist commodity price index 
1995=100 ; 
` Money supply* Interest rates % p.a. (Dec 4th 2002) — change on 
% change on year ago 3-mth money market 2-year 10-year gov't bonds ^ corporate Nov26th" — Decar | Erud eit 
narrow broad latest gov'tbonds latest bonds Hebr 9v MCCC C I FEE icis gane 
i 7375 — 41 46] ans 599 iien 
DOO C884 Oto 23 1 — 205 331 $519 ^ 537 ^ ^ 696 Dium 600 
O41 + 6.4 Ot 335 363 ^ 34] 464 482 GJ4 M - 
H90  :33 o — 032 — 002 ^ 005 7096 ^ 136 ^ 108 gp a $3" ^3, 
*2.6 — 6,7 Aug 3.80 3.75 4.04 5.01 5.11 4.73 WC HERE CHIESE 7d i coc 
Switzerland «115 «54 ot 0.74 193 122 ^ 245 321 369 Metals 99.8 Z 
United States + 3.5 «60 0d 133 184 ^ 7.00 ^ A24 ^ 490 ^ sig Steringindex Ries: 
Ewers! — £82 "47.0 ox 2.99335 3.07 "448 ^ 3462 3 $19 SA Moms Je 767 
*Narrow: M1 except Britain and Sweden MO, broad: M2 or M3 except Britain M4, Germany for bonds, Benchmarks: US 30-year 5.0296, Japan curo index ae 
No.244 1,0396. Central bank rates: US fed funds 1.25%, ECB refinancing 3.25%, BOJ overnight call 0.001%, BOE repo 4.00%. Sources: Allitems — 1008 ^ 100.5 
_ Commerzbank, Danske Bank, J.P. Morgan Chase, Royal Bank of Canada, Stockhalmsbiirsen, URS Warburg, Global Insight, Westpac, Thomson Yen index 
XE Datastre eam, Rates cannot he construed as banks' offers. AlLit items 98.6 100.9 * 22 4160 
: Sr i 
eiut $peroz — 31840 — 319.45 — «03 157 
. ]'/Market indices West Texas Intermediate Hi 
% change on Sperbarrel — 2641 — 2732 +47 +408 
2002 one record Dec 31st 2001 | 
Dec 4th high low week high in local in $ 
ned — ——HwÀVr""('"———ÓÉ—PM uo i 
Aus istra (All Ordinaries) 2,993.4 — 34400 28555 +08 -13.0 -109 - 25- 
utra (ATX) —— 11230 — 13572 — 10037 +17 —— -354 —— - 15 +10.6 
SOR ee AA e ATS 
Br 00) 4048.6 5,3218 — 3,671. — - 23 ^^ -416 — -224  -162.- 
Canada a (Toronto Composite) — 6,610.4 7,958.1 5,695.3 * 0.1 -42.0 -140 -11.9 


mrtirienee tente neere getreten VAI ater mem mt nO eM MniMJ MM LM ————————— 





CEDERE 


TE in (Madrid SE) i8. 68. i i 










Sweden (Affarsvariden Gen) 161.2 236.8 1227 -28 -59.7 -30.3 -19.4 
Switzerland (Swiss Market) 5,010.4 6,694.1 4,435.0 — - 3.3 ^ -404 -219 -120 
United States (DJIA) 8,737.9 10,635.3 —7,286.8 —— - 2.2 -255 -128 -128 
HERI (S&P 500) — — 9176 11725 ^ 7768 ^  - 23 -399 ^ -201  -201 
Loos (NASDAQ Comp) 1,430.4 — 2,059.4 11141 —  - 39 ^ -717 -267 -26.7 
ps UTE Eurotop 300)* 913.9 T. “991.2  — 24 -464 -275 -186 i 


















815.7 1024.4 703.7 


ANB he fn UW OARS ————————————RRRRRRRRRRRRRRRRRRRRRRPRRPRRRRPRPRERRR 


499,5 510.0 430.3 * 0.1 - 2.1 na +13.6 


Eus euro terms. TMorgan Stanley Capital International index includes individual markets listed above plus eight others, in dollar terms. 
TSalomon Smith Barney World Government Bond Index, total retum, in $ terms. 








| Trade, exchange rates and budgets 



















Trade balance*, $bn Current account Exchange rate Currency units | Budget: 
latest 12 $bn The Economist poll trade-weighted per per per per balance: 








months latest 12 mths % of GDP, forecast 1990=100 $ £ euro — X100 w of GDP. 
i 2002 2003 Dec bth yearago  Decáth yearago — Cs 
Australia — — ~ O33 Ot —— — -143 0  -38 — -39 ^ — 750 — 728 ^ 178 ^ 194 281 178 143 0.1 
Austria = 0.8 Aug o = 11 Sp — -08 — -09 10085 1003 300 — 113 — 157 — - 080 Z 6 
Belgium — +17.1 Sep — — * 124 Jun +51 +50 — 10008 997 100 — 113 157 ^ - 0.80 ^ i nil 








Britain p Sp ^ -258 Q  -20 -20 . 1062 1049 064 071 .- 0.64 051  -14 























Overview 


South-East Asia’s economies are taking 
steps towards recovery. Hong Kong’s econ- 
omy grew by 3.3% in the year to the third 
quarter; industrial production in Thailand 
grew by 8.9% in the year to October. 


Latin America is making rather less confi- 
dent strides out of its downturn. Colombia's 
war-torn economy chalked up onlya 1.9% 
growth rate in the year to the third quarter, 
and its industrial output grew by 2.8% in the 
year to September. Brazil’s cop grew by 2.4% 
in the year to the third quarter. But inflation 
is surging in Venezuela, where consumer 
prices rose by 30.7% in the 12 months to No- 
vember, 
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Economy 


% change on year ago i Latest 12 months, $bn Foreign 


GDP Industrial Consumer Trade Current reserves* 
production prices balance account $bn, latest 


China 8.43 Q3 +14.2 Oct - 0.8 Oct +30.0 Oct — 417.4 2001 258.6 Sep 

















Hong Kong 433 93 -11.2 2 - 36 Oct -7.7 Oct — 415. Q2 110.6 Oct 











— ———À P fr  a 


India +60 a2 + 6.1 Sep + 4.1 Oct ~ 6.1 0t 420 um 60.7 et 


Indonesia -3.9 03 -11.; Q «10.5 Nov +26.3 Ot +69 Q 29.0 Oct 




















Malaysia +56 0 + 9.0 Sep + 2.1 Oct 413.0 0t +69 @ 32.7 Oct 


Philippines +3.8 03 ~ 49 Sep + 2.5. Nov 42.6 Sep + 5,9 Aug 13.1 Oct 


Singapore +37 B +11.8 Oct ~ 0,2 Oct * 7.8 Oct — 418.9 03 81.4 Oct 





























South Korea — «58 m +127 og *35 Ww — 113 Nov +62 ot — 1163 oa 











Taiwan +48 3 + 7.4 Qet ~ 17 Oct +17.8 Oct 425.0 03 157.6 Oct 


Thailand *5.1 a2 + 8.9 Oct + 1.4 Oct * 4.7 Oct + 6.9 Sep 36.4 Get 
Argentina ~13.6 a2 ~ 3.4 Oct +40.5 Nov +14.9 Sep +39 a2 9.4 Sep 




















Brazil +24 m +56 Sep +85 Ot 112 ot  -108 Oct 384 sm 








Chile *1.8 03 + 5.2 Sep + 3.0 Oc +26 Ot -0.6 G2 14.9 Oct 


Colombia +19 B 4 2.8 Sep + 6.4 Oct +05 Aug - 1.3 a2 10.6 Ot 


Mexico + 1.8 B - 0.6 Sep * 49 Oct ~ &8 Oct ~16.1 B A6.1 Oct 























PPP Ó— NBER TY ee 











Peru + 7.3 Sep * 7.6 Sep + 1.5 Nov + 0.3 Sep - 1.0 Q3 9.4 Oct 








Venezuela -5.5 3 - 6.6 sul +30.7 Nov + 8.5 a2 +49 03 8.2 Sep 
Egypt + 4.9 2001 + 7.8 20011 + 2.8 Oct ~7.9 Ju nil a2 12.8 Aug 























Israel — -08 à — -0.2 sp — +69 Ot — - 6.4 0d - 2.06 Q2 ^ ^ 24.4 Ot 











South Africa +3.1 03 + 8.6 Sep +14.5 Oct + 3.7 Oct ~ 0.3 a2 6.0 Oct 


“SARA gpg yg A RRL RL ARR Reena win rd spl it (AAA I A RAR TEE EE AAA APA TER RIA A ea tat VAAN Ine Atal NAL 


Turkey + 8.2 02 +11.8 Oct 431.8 Nov ~11.7 Sep +08 Sep 25.6 Oct 
Czech Republic + 2.5 02 + 9.2 Sep + 0.5 Oct - 3.0 Ot -42 03 22,5 Oct 


Lane neemeni reer tenet the i ee ent te e 


Hungary +34 03 + 8.1 Sep + 4.9 Oct -2.9 Ot  - 2.9 Oct 9.7 Oct 


mimere teers Hall Pgh dn fy MH anaran annunin nae bed eye a heren te ei Ne PA A Bp A as 
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Poland «40.88 a2 + 3.2 Oct + 1.1 Oct -10.1 Oct - 5.3 Oct 28.2 Oc 


—————— TET 


Russia +41 02 * 3.9 Oct +14.9 Oct 442.9 Sep — 427.6 43 43.0 Oc 
*Excluding gold, except Singapore; IMF definition. lYear endi ng June. 
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Financial markets 


Currency units Interest rates — Stockmarkets % change on 
per $ per£ short-term Dec 4th Dec 31st 2001 


Decáth yearago Dec4th % p.a. one in local in $ 
week currency — terms 


China 8.28 8.28 13.0 na 1,478.7 *2.6 ~ 13.7 - 13.7 
































Hong Kong 7.80 7.80 123 156 9,9957 +05 -123 -123 





India 48.2 47.9 75.7 5.10 3,207.4 *1.0 - 1.7 - 1.6 


NAN Paaa PAM TAA TR TURIN EA MITT THAT A PII E M YG e Pep PRI mirar rae erii s nh e Me rir {8 MAE a Le ALAVA ITA rers Aa m e i e ree i HA p a AE nr e I i a a a a i aA SM pnta RRR RRL ALAR nnna aunan e eem nen murder mereri ern 


Indonesia 8,990 10,470 14,130 13.78 397.1 +37 + 1.3 + 17.2 








Malaysia 3.80 3.80 5.97 3.10 618.4 ~2.2 - 112 - 112 


Philippines 53.6 52.0 84.2 6.81 1,036.3 nit - 11.3 - 14.6 
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Singapore 1.77 1.83 2.78 0.81 1,366.0 -2.1 - 15.9 - 12.3 




















South Korea 1,216 1,266 1,912 4.90 714.5 * 0.9 + 3.0 + 11.2 
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Taiwan 34.8 34.4 54.7 1.80 4,727.5 +2.0 - 14.8 - 14.3 











Thailand 43,7 44.0 68.7 1.93 364.9 * 1.0 * 20.1 * 21.5 
Argentina 3.54 1.01 5.56 7.00 : 515.1 +1.1 + 74.4 ~ 50,7 
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Brazil 3.70 2.43 5.82 21.90 10,640.1 *4.0 - 21.6 ~ 51.1 








Chile 711 673 1,118 2.76 4,813.6 +0,5 ee ae, 


aterm nih Atlante e aar PA UR RIA MA AMAA IIT m eterne 
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Colombia 2,808 2,319 4,413 7.91 1,487,5 +3.3 + 38.9 + 12.7 








Mexico 10.23 9.22 16.1 6.37 6,187.7 +1.0 - 29 - 13.0 
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Peru 3.55 3.43 5.59 3.97 1,380.3 +1.9 + 17.4 + 13.8 


sunnan an imie tl pins LA ANANASA AA A AAAA a ahhaaa DA A EE a a a nA A A A A iaei e eap arab Arsene auan inar 





emranneenereren 


Venezuela 1,317 748 2,070 30.45 8,015.23 * 1.8 + 22.0 |— - 29.8 
Egypt 4.63 4.27 7.28 6.17 5,424.7 +4.0 + 29 + 16 


nn Nee pine una a nan ranma mien AA A n A ie ii ima amn an Tard nn PET Ed 


Israel 4,65 4.23 7.31 6.40 361.0 * 0.9 — 19.2 - 23.4 
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South Africa 9.2 10.80 14.4 13,60 9,529.0 +1.7 - 84 + 19.5 


aanmeren hnn A an Aa aga aana aida Aa ANIDA ANANA AA O ENA IAN EEA SIA SEN entree e tte bet A dl LER A MIRE AERTS teint ih aaa Ur anA Ln eer BSAA hehe m d 


Turk 1,549,000 1,456,000 2,434,563 41.00 13,287.3 *1.9 - 3.6 - 9.4 
Czech Republic — 31.0 37.2 48.8 | 2J4 449.8 -3.4 + 14.0 + 30.6 


mE 

















Hungary 237 281 373 8.69 8,020.1 nil * 12.5 * 30.3 














Poland 3.98 4.08 6.26 6.68 14,838.1 -0.1 + 6.6 + 5.8 


Russia 31.9 30.0 50.1 21.00 346.310. -2.8 +390 +331. 


— — ———————— Ra AA AA E tre 
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EMF (MSCI)* 1.00 1.00 1.57 na. 300.3 +0.6 na ~ 54 


aar ad m Paar ra vectored Ni emer Med e ei a a aaa aa AA PA nnn Ta m ad Adam nd a a aaa aa RA ROMA AVIA AA ga rrr arra rr ror omn Pr rernm a gae ta NR SAP Matra maa m aa mnm rm Amie S4] hs Pes d bin RY Aa RAY LAAN LRA? RPA a m noa nn o A meer ri a MPa 


EMBI«! - 1.00 1.00 1.57 na 222.9 40.9 na — + 11.3 
*Emerging Mkts Free. T3.P. Morgan Chase's Emerging Mkts Bond Index Plus. + In $ terms. 5Nov 29th. 


Sources: National statistics offices, central banks and stock exchanges; Thomson Datastream; Economist Intelligence Unit; Reuters; U BS War- 
burg; J.P Morgan Chase; Hong Kong Monetary Authority; Centre for Monitoring Indian Economy; FIEL; EFG-Hermes; Bank Leumi Le-Israel; 
Standard Bank Group; Garanti Bank; Deutsche Bank; Russian Economie Trends. 








Track and chart global stocks and indices, download tables, currency tools and more 













Wouldn't it ber 
1 do your shopping on the Internet? Or if y 
-conditioner with a UMTS mobile phone? 





Life's becoming even easier than ever before 
thanks to the intelligent networking of digital products from LG. 
You can find out how under: www.lge.com 
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Wall Street - NEW TITLE 
"= This detailed guide looks at every 
Wall aspect of Wall Streets’ activities, 
Street 


explaining how much they matter 
and who does what. It reports on 

and analyses the highs and lows 

0* Wall Streets' development and 

the regular occurrance of financial 
scandals. It examines the crisis in 
Wall Street that followed the collapse in the 
technology boom and the attacks on the World Trade 
Centre. In short it provides a complete overview of Wall 
Streets' workings and it's importance. 





Price £20.00 


Successful Mergers 
== Like atomic reactions, M&A's release 
Successful bursts of energy within companies, 
Mergers some of which are creative and some 
ipi denia of which can be destructive. This book 
examines how companies can make a 
success out of what has been shown 
repeatedly to be a course of action that 
is difficult, disruptive and 
unpredictable. 





Price £20.00 


Guide to Analysing Companies 


= Guide to Analysing Companies 

ode ty examines published and financial 
Analysing Wen 
Companies reports, measuring profitability 


-— ard efficiency, stock market 
performance, liquidity and solvency, 
capital, management and strategy 
structures. It is invaluable for 

anyone who wants to make an informal 
judgment about a companv. 





Price £20.0C 


Guide to Business Modelling 

Guide to Business Modelling is a 
definitive book, full of practical 
help on how to build the best, 
most flexible and easy-to-use 


| business models for analysing 
the upside or potential downside 
N X " of anything from a small 


development of an existing 
business to large-scale mergers and acquisitions. 


BUSINESS 


MODELLING 





Price £25.00 





E-commerce 

This quide provides a 
comprehensive analysis of 
the potential of e-commerce 
and the difficulties and 
pitfalls for companies around 
the world in this brave new 
business arena. 


Bet) scs 





Price £20.00 


Successful Innovation 
= Successful innovation is crucial 


Successful ^ toa business's competitive 
Innovation ^ edge, This book pinpoints the 
wae processes and capabilities required 
by organisations to foster creative 
thinking and, equally important, 
to capture and shape the 





resulting output. 
Price £20.00 


Managing Complexity 


Drawing on the principles of 
complexity science, this guide 
provides a wealth of insight and 
detailed practical quidance on 
how companies can adapt, 
survive and prosper in the 
complex environment that 
globalisation and the connected 


economy have brought about. 
Price £20.00 


Improving Marketing Effectiveness 
Improving Marketing Effectiveness 
analyses marketing's so-called 
mid-life crisis. Examining the 
evidence, using case studies and 
reviewing marketing tools, this book 
shows how to create an integrated 


T^ knowledge-based system for satisfying 
mre customer's needs profitably. 


Price: £20.00 





Business Ethics 

Business Ethics is a practical 
quide to why ethical business 

is good business. It provides 

a practical framework for 
businesses to ensure that 

their ethics meet standards that 
enhance their reputation and 
performance. 


Price £20.00 


ISI 





Globalisation - Making Sense 
of an Integrating World 


= This book is a collection of surveys 
ZO and articles on globalisation that 
Globalisation ^ nave appeared in The Economist. 


ae omo 


They cover issues from migration, 
PAS, trade and the influence of 
multinationals, to the role of the 
IMF, the environment and how 
technology is helping the world's 
poorest countries. 





Price £20.00 


Numbers Guide 


If you deal in figures as well as 

words, then you cannot afford to 

be without this book. There are 
chapters on Finance and investment, 
Forecasting techniques and Decision- 
making. A cross-referenced A-Z section 
provides a clear explanation of most 
numerical terms. 





Price £17.99 


Guide to Management Ideas - NEW EDITION 


-- This lively and authoritative guide 
Management explores the hundred ideas that 
Ideas have most influenced approaches to 


-~ 


business management, Each idea is 
covered in a standard comprehensive 
way, with an explanation, a brief 
history of its development, and 
recommended further reading. 





Price £20.00 


E-trends - Making Sense of the 
Electronic Revolution 
= There can be no doubt that that the 
E-trends Internet will permeate nearly every 
umm aspect of our lives. This collection of 
< surveys and articles from The Economist 
shows just how much the Internet 
has changed the world, and how 
much more it is likely to change 
it in the future. 





Price £20.00 











Style Guide Guide to Economic Indicators To order please complete your 
am Developed from the style guide | This practical and comprehensive details in block capitals and return: 
Style Guide used by Economist journalists, guide provides the keys to all the Phone +44 (0)20 7839 1937 
——— | this best-selling guide, which is major and many minor economic Fax «44 (0)20 7839 1921 
~- now in its seventh edition, will indicators: growth, trends and cycles, «(9 
enlighten and amuse, while GDP and GNP, investment and savings, E-mail contactus (9economístshop.com 
Er to write clearly and y and commerce, the balance Online www.economistshop.com 
succinctly. of payments and exchange rates, , : 
money and financial markets. Pest hu reum Vr OE TOE 
Price £16.99 The Economist Shop 
Price £20.00 15 Regent Street, London, SW1Y 4LR, UK 
Guide to the European Union ; = UK delivery 
ap | Guide to Financial Markets Standard post—£2 for 1 book plus 
This volume explains how the The introduction of the single 
ÉU has developed; what the ng £1 per book thereafter, up to a maximum of £5. 
currency makes this book 48-hour delivery—£6 per order. 
single market means for business especially relevant. It provides a 
and the implications of monetary clear quide to the complex world of i 
a iae g p Europe delivery 
and economic union since financial markets that even those 
, ANT = Standard Airmail—£3 for 1 book plus £2 
Maastricht. No other guide who work in it often find hard to k fte f 
deals so comprehensively with understand, It is the definitive sui ca jg cic ait ole 
how the EU operates—and why. i e Axe ays delivery—£6 for 1 boo 
pe y guide to why different financial £2 per book thereafter, 
Price £20.00 markets exist and how they operate. 
Price £20.00 Rest of World delivery 


Standard Airmail—£5 for 1 book plus £2.50 
per book thereafter, up to a maximum of £15. 
Courier 3-4 days delivery—£6 for 1 book plus 
£3 per book thereafter, 
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Lenclose payment/please charge my credit/debit card (delete as 
necessary). Tick method of payment: Cheque | | fre Economist Shop) 


The Economist Newspaper Ltd may wish to use your personal 
information to contact you with details of offers and products 
which we think may be of interest to you and/or for the purpose 
of market research, 


(Switch — 


— 


Visa MasterCard) | Diners, | Amex 
Card no, 


LETTITITITILIIIII] 


Please tick the box if you would prefernot to be contacted for 








l a aaas Tt — these purposes by: 
Card expirydate| | |/] | Issueno. | | L] The Economist Shop and related products 
Cardholder's name tetas T L] Other Economist Group Companies 
<_< ee CI External Organisations If you wish to receive communication 
Signature Date Globalisation - Making Sense of an "n Re from the above companies, can these be sent to you by e-mail? 
ambe ule | m C No (Note: this applies only to your preferences indicated above). 
Name Mr/Mrs/Ms/Miss Guide to Management Ideas £20.00 
E-trends - Making Sense of the Electronic Revolution £20.00 
Company Style Guide | $1699 
Delivery address (work/home) Guide to the European Union £20.00 — 
| Guide to Economic Indicators £20.00 
| Guide to Financial Markets | £20.00 — 
SSS o War eee Sub-Total 
Postcode Country Delivery nv 
Telephone Fax Total 
E-mail 


Economist Shop M 0 





de 7 
PATEK PHILIPP 
GENEVE 7^ 















Who will you be in the next 24 hours? 


y 


E Ge: 
Twenty- p eek nr. A 
sh Patek puri 
EL rd 


ion: Patek Philippe S.A x DONX | Z Switzerland Tel 584 20 20. www. pate k.con 


Letstalk 


turkey. 


ith Christmas fast approaching, isn’t it about time you considered giving someone a gift subscription? 





AYES, I wish to give someone a subscription to The Economist. Please send gift subscription to: 
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Politics 









A row erupted over Iraq's 
12,000-page weapons dossier 
presented last weekend to the 
United Nations when Amer- 
ica took charge of it, distribut- 

-ing copies to the other four 
| permanent members of the 
` Security Council; only edited 
~ versions, purged of the recipes 
. for making atomic bombs, 
. will go to non-permanent 
. members. In Iraq, the inspec- 
. tors, now numbering 70, in- 
. tensified their search. 
























- President George Bush autho- 
rised the release of $92m in 
military assistance to six Iraqi 
opposition groups. Two of 
the top leaders held talks in 

- Tehran, before a planned 

- meeting of Iraqi dissidents in 
London this weekend. 


A joint congressional commit- 
-> tee investigating the Septem- 
' ber 11th attacks called for the 
| ^. creation of a national-intelli- 
. ^. gence director to prevent fu- 
ture intelligence failures. 


|. The Bush administration pub- 
^ .- Jished a new strategy docu- 

. ment hinting that it might use 
nuclear weapons if its troops 
or allies were attacked by non- 
conventional weapons. 





Jimmy Carter became the 
third American president to be 
awarded the Nobel prize for 
— peace. In his acceptance 
(5 speech he warned of the po- 
-tentially “catastrophic conse- 
quences” of pre-emptive war 
. and urged Iraq to eliminate its 
> Tapore of mass destruction. 
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lomatic hoo-ha, these were 
found to be legal purchases by 
Yemen's government. 


Student politics 

Iranian students continued to 
hold almost daily demonstra- 
tions against the death sen- 
tence passed on Hashem 
Aghajari, a liberal academic. A 
lecture by a liberal politician 
was disrupted by the ultra- 
conservative basij militia, who 
stormed the building. 


Yasser Arafat said Palestinian 
general elections, scheduled 
for January 20th, would be 
postponed if the Israeli army 
did not withdraw from Pal- 
estinian areas. 


A presidential aide in Cóte 
d'Ivoire asked for western 
military intervention to end 
the country's three-month-old 
civil war. Thousands of young 
Ivorians volunteered to fight 
for the government against 
two rebel groups which con- 
trol half the country. 


A general strike in Zimbabwe 
flopped. Opposition groups 
were hoping to protest at Rob- 
ert Mugabe's violent misrule, 
but workers were too scared 
of losing their jobs and starv- 
ing, so most went to work. 


At the summit 

At the Eu’s Copenhagen 
summit starting on December 
12th, ten countries, mainly 
from Central Europe, were ex- 
pected to be formally invited 
to join the club, probably in 
mid-2004. 


The EU prepared to offer Tur- 
key a starting date in 2005 for 
membership negotiations, but 
only if it met human-rights cri- 
teria by late 2004. 


The UN sent the rival sides in 
Cyprus a revised peace plan, 
hoping they would accept it as 
a negotiating basis before the 
EU summit was over. 


In Italy, the rectors of 78 pub- 
lic universities sent a joint let- 
ter of resignation, in protest 
against a funding cut pro- 
posed in the budget now be- 


fore parliament. — — — — 





“Contrary to expert forecasts, 
heavy oil continued to leak 


from the tanker Prestige, sunk 
in deep water off the coast of 
Spain. The government, hit by 
fierce criticism, speeded up its 
sluggish efforts against the oil 
slicks. 


Yet again, the presidential elec- 
tion in rump-Yugoslavia's Ser- 
bian republic came to 
nothing. The Yugoslav presi- 
dent, Vojislav Kostunica, came 
in (yet again) in the lead. But 
turnout was less than 50%, so 
under the constitution the 
election does not count. 


Germany's cabinet approved 
a bill that would let shops stay 
open until 8pm, instead of 
4pm, on Saturdays. 


In France, Jewish groups 
called for a ban on a novel, 
"Dreaming Palestine", said to 
glorify suicide bombers. 


Arms for autonomy 


Indonesia's government and 


separatist rebels in Aceh prov- 
ince signed a peace deal 
which could end almost three 
decades of fighting. The deal 
grants autonomy and free 
elections to Aceh in exchange 
for the rebels' disarming. 





Anti-American protests were 


sparked in South Korea by the 
acquittal in a military court of 
two American soldiers 
charged with the negligent ho- 
micide of two South Korean 
teenagers crushed by an ar- 
moured vehicle. Protests still 
raged during a visit by Richard 
Armitage, America's deputy 
secretary of state, who trav- 
elled to Seoul for talks on 
North Korea and Iraq. 


North Korea said that it was 


ending an eight-yearfreeze on ` 
its plutonium-producin, reac: ., der 





tors after a recent admission 
of enriching uranium caused 
America, South Korea, Japan 
and the EU to suspend oil sup- 
plies to the country. 


India's government deployed 
90,000 troops in the western 
state of Gujarat, ahead of elec- 
tions planned on December 
12th. In February, an attack on 
a train in which 58 Hindus 
were killed led to months of 
communal violence, mostly 
against Muslims. 


Strike action 





A general strike aimed at for- 
cing President Hugo Chavez to 
resign or call an early election 
continued for a second week 
in Venezuela. Oil production 
was restricted, and ports and 
airports were close to a stand- 
still. Three people were killed 
when a gunman fired on an 
opposition demonstration. 


During a visit to Washington, 
where he saw George Bush, 
Luiz Inacio Lula da Silva, Bra- 
zil’s president-elect, indicated 
that his finance minister 
would be Antonio Palocci, a 
physician and former mayor 
from his Workers’ Party, with 
a reputation as a fiscal hawk. 


After two years of talks, the 
United States and Chile con- 
cluded a bilateral free-trade 
deal. 


Alfonso Prat-Gay, a 37-year- 
old banker, became Argen- 
tina’s fourth central-bank gov- 
ernor this year, replacing Aldo 
Pignanelli, who resigned after 
clashing with Roberto La- 
vagna, the economy minister. 


Authorities in Colombia said 
that they had defused five 


large car bombs and foiled an 


a to assassinate Presi- 












United Airlines, America's 
-second-largest airline, filed for 
eun Chapter 11 bankruptcy protec- 
<: tion, with debts estimated at 
~~ some $20 billion. The airline is 
likely to announce a more ag- 
gressive cost-cutting ; drive 







A1 1erican Airlines, America's 
biggest, asked staff to forgo 
. next year's pay rises to save 
_ $130m. The airline wants to 
e some $3 billion annually 
-to stay competitive and avoid 
‘the fate of United. 







^v» Pilots at us Airways reached 
a tentative agreement on pay 
. cuts that would save the air- 
: line $100m a year. The airline 
filed for bankruptcy protec- 
tion in August and hopes to fi- 
nalise a $1 billion federal loan 
guarantee later this month. 







The European Commission or- 
dered Greece's Olympic Air- 
ways to repay €194m ($196m) 
in state aid that fell foul of 
European competition rules. 
Olympic plans to appeal. 


Shares in BAE Systems fell to 
a seven-year low, after the de- 
fence group gave warning of 
problems over two big con- 
tracts for Britain's defence 
ministry. BAE has issued a se- 
ries of profit warnings this 
year. 


Snow settles in 
Paul O'Neill, America's out- 
spoken treasury secretary, 
fell victim to a faltering econ- 
omic recovery. He resigned 
after an announcement that 
unemployment had hit 6%. 
. . George Bush handed the task 
.. Of talking up the economy in 





the run-up to the 2004 elec- 
tions to John Snow, a trans- 
port boss. 


Mr Bush chose William Do- 
naldson, a family friend and a 
well-known figure on Wall 
Street, to head the Securities 
and Exchange Commission, 
after the resignation of Har- 
vey Pitt at the beginning of 
November. 


The phoney war 

BNP Paribas asked regulators 
to allow it to raise its 16.3% 
stake in Crédit Lyonnais to a 
maximum of 20% and talked 
down the likelihood of a bid- 
ding war for the bank against 
Crédit Agricole. Meanwhile, 
Crédit Agricole stepped up its 
campaign for control of Crédit 
Lyonnais by increasing its 
stake to 17.4%. 


The London Stock Exchange 
and OM Gruppen, operator 
of Sweden's stock exchange 
and an erstwhile suitor of the 
LSE, rekindled their relation- 
ship. OM's unwelcome ad- 
vances of two years ago gave 
way to more modest plans for 
a joint-venture derivatives ex- 
change, EDX London, which 
will take on Euronext liffe and 
Deutsche Bórse's Eurex. 


Bank of America spent $1.6 
billion for a 25% stake in the 
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Mexican unit of Spain’s San- 
tander Central Hispano, in an 
effort to tap the growing and 
increasingly rich Spanish- 
speaking market in America. 


Restoring Fiat 

Gabriele Galateri quit as chief 
executive of Fiat Auto, as the 
embattled car company em- 
barked on deep job cuts. 
Doubts persisted over the fu- 
ture of Paolo Fresco, Fiat’s 
chairman, as the Italian gov- 
ernment, the founding Agnelli 
family and the company’s 
banks considered a rescue 
plan that might include scrap- 
ping an option to sell Fiat Auto 
to General Motors. 


Regulatory opposition led 
EchoStar Communications, 
America’s second-biggest sat- 
ellite-rv company, to call off 
its $18 billion purchase of the 
biggest, Hughes Electronics. 
Rupert Murdoch's News Corp, 
which fought hard against the 
deal, may now renew its inter- 
est in Hughes. 


The world this week 
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plummeted by po 
downgrading of its debt 
to junk status. It had reveal 
an agreement to indemnify _ 
Deutsche Telekom to the tune 
of £1.5 billion ($2.4 billion) 
against taxes incurred as a re- 
sult of pT's purchase of 
One2One, a mobile-phone 
company. Pressure to quit 
mounted on c&w's chief ex- 
ecutive, Graham Wallace. | s 
























































Nokia said that handset sale 
in the fourth quarter would | 
barely exceed last year's €8.8 
billion ($7.9 billion), sending 
its shares down and causing a 
ripple of dejection to hitthe 
shares of both its rivals: an 
suppliers. - So 















Michael Capella le 


America's antitrust authorities . b | in ih di 


allowed Northrop Grumman a 
to proceed with its $6.7 billion 


acquisition of TRW, an aero- 
space and car-parts firm. The 
defence contractor has deals 
to sell parts of the business 
that it doesn't care for, includ- 
ing the car-spares arm. 
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intel.com/apac/business 


Can you expect technology to 
be tested quadrillions 
of times before you use it? 
Actually, you should demand it. 


Especially when your company's data 
and customers are at stake. 





Powerful and cost-effective High-performance technology 
servers to run the broadest most data-intensive 
range of applications. business-critical applications. 





Intel’ processors are actually 
subjected to as many as 
176 quadrillion cycles (that's 15 
zeros) in the design stage and held 
to exceedingly high standards 
in production. A quality-control 
program that quality-minded 
business people simply demand. 
Which is one reason why 
88% of the world's servers now say 


Intel Inside. 





Leaders 


The Economist 





Seeing through Iraq 


If George Bush wants help in a war against Iraq, he must show that the Iraqi dictator is a liar 


O IS the United States going 

to invade Iraq or not? It will 
take time, American officials 
have been soothing all week, to 
sift through the 12,000 pages 
which Iraq has now produced in 
accordance with last month's 
! Security Council Resolution 
1441 demanding "a currently accurate, full, and complete" dec- 
laration of all aspects of its programmes to develop chemical, 
biological and nuclear weapons. For understandable reasons, 
the Americans do not wantto give the impression that they are 
sointent on waging war against Saddam Hussein that they are 
rushing to judgment, caring nothing for the evidence. Still, 
these 12,000 pages are not likely to be a suspenseful read. For 
Iraq has already given away the ending. Even as it handed the 
documents over, it stated once again that it does not possess, 
andis no longer seeking, any weapons of mass destruction. 





The limits of trust 

This assertion flatly contradicts the assessment of both the 
American government and, according to Donald Rumsfeld, 
America's defence secretary, the assessment of any country 
that has an active intelligence programme. The British, who 
did a similar job when many people still doubted al-Qaeda's 
responsibility for the felling of the twin towers, have been es- 
pecially forthcoming in setting out the evidence. In Septem- 
ber, Tony Blair published a dossier on Iraq's weapons efforts. 
The prime minister said he had intelligence putting it “beyond 
doubt" that "Saddam has continued to produce chemical and 
biological weapons, that he continues in his efforts to develop 
nuclear weapons, and that he has been able to extend the 
range of his ballistic missile programme." Some of the British 
claims were highly specific. The dossier said, for example, that 
Iraq has continued to produce biological and chemical agents, 
retained up to 20 al-Hussein missiles capable of carrying 
chemical and biological warheads, and sought "significant 
quantities" of uranium in Africa, despite having no active ci- 
vilian nuclear-power programme that could require it. 

If George Bush and Tony Blair say that Saddam Hussein is 
still seeking weapons of mass destruction, and Saddam says 
heisn't, who deserves the benefit of the doubt? Given the Iraqi 
dictator's history of systematic mendacity, especially his well- 
documented and largely successful attempts to deceive the 
previous lot of UN inspectors, who withdrew from Iraq in 
1998, the elected leaders of America and Britain may feel enti- 
tled to find such a question insulting. In formal terms, more- 
over, the UN's various resolutions put the onus on Iraq to 
prove that it has disarmed, not on others to prove that it hasn't. 
All the same, that does not relieve America and Britain from a 
political obligation to prove their case. 

Part of the beauty of democracy is that elected govern- 
ments cannot launch a war on a mere "trust me" and expect 
their voters to snap to attention. In the case of war against Iraq, 
a hazardous undertaking with unforeseeable consequences, 
plenty of people in the western democracies are willing if not 


eager to believe that their leaders are knaves, or that their spies 
are fools, and that the whole case against Iraq has been 
trumped up under false pretences. Allied governments also 
need persuading. If Mr Rumsfeld is right, France's Jacques 
Chirac, Russia's Vladimir Putin and America's Arab allies 
know perfectly well via their own spies that Saddam contin- 
ues his quest for the sort of weaponry the UN has decreed he is 
not allowed to have. Under Resolution 1441, indeed, any coun- 
try that possesses such intelligence is obliged to share it. But in 
the real world, France, Russia and the Arabs are queasy about 
war in Iraq. If Mr Bush wants their support, and whatever the 
legal position may be, the onusis now on America and Britain 
to produce the incriminating evidence. 

This they will doubtless do, once they have had time to in- 
spect Iraq's 12,000 pages. But the next vexing question will 
turn on the required standard of proof. In an ideal world, the 
evidence would be as “beyond doubt” as Mr Blair has claimed 
itis. Itis notimpossible that, at an appropriate moment, Amer- 
ican or British intelligence will guide the UN's inspectors to a 
hidden cache of forbidden missiles, or an underground weap- 
ons lab. On the other hand, some of the recent mood music 
from official Washington points in a less satisfactory direction. 
Perhaps the evidence will consist only of a finding that Iraq 
has not explained adequately what happened to the lethal 
stuff it was believed to have retained in 1998 when the previ- 
ous inspectors left: hundreds of tonnes of precursor chemicals 
for the production of vx nerve gas, for example, and more 
than 30,000 special munitions for delivering biological and 
chemical agents. Or perhaps the only evidence the Americans 
offer will be circumstantial: a scrap of intelligence here, an- 
other there, suggesting a pattern of cheating but producing no 
mass-destruction equivalent of a smoking gun. 


The spooks' hour in the sun 
One point is obvious. The closer the evidence comes to this 
weaker end of the spectrum, the harder it is going to be for 
America to collect allies for a war. Mr Bush can argue that intel- 
ligence sources must be protected and that Iraq is a totalitarian 
country whose secrets are hard to ferret out. These things are 
true. But repeating this mantra until he is blue in the face will 
not help to win the propaganda war if the evidence he pro- 
duces looks flimsy. Intelligence, plainly, is a rum game; if Mr 
Blair, for example, had disclosed his full hand in that Septem- 
ber dossier, Iraq would swiftly have moved any illicit pro- 
gramme Britain fingered. On the other hand, if Saddam is the 
danger heis said to be, his weaponry should have been the ob- 
ject of intensive scrutiny for more than a decade. Most people 
will expect the combined efforts of the c1a, Mossad, British 
intelligence and others to have come up with something fairly 
concrete after all these years. If these outfits have failed, no- 
body should expect the small band of UN inspectors, playing 
cat and mouse in the vastness of Iraq, to succeed in their stead. 

What does all this tell you about the likely sequence of 
events? Mainly that war could begin very soon. 

Much is sometimes made of the difficulties of fighting in 


the desert heat, which starts in March. But the principal argu- » 
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> ment for haste has more to do with momentum than with the 
weather. There is little more that America can now do to 
steady its allies. And by choosing to work through the Security 
Council, offering Iraq a final chance to come clean about its 
weapons, Mr Bush put himself in the position of having to re- 
spond once Saddam answered. Hans Blix, for the inspectors, 
has yet to deliver his own verdict on whether Iraq is co-operat- 
ing. But the main news is in: Saddam's answer to this final 
chance is to deny having forbidden weapons. Since neither 
the Americans nor the British believe this, the logical next step 
is to reconvene the council as they promised, show that Sad- 


dam is lying, and—though both countries deny that they need 
this legally—seek support for disarming Iraq by force. 

When they ask for support, will they receive it? Almost 
everything now depends on the quality of the evidence. 
Though none of the other permanent members of the Secu- 
rity Council wants a war, none would find one easy to ob- 
struct if it were plain that Iraq had again spun a tissue of lies. 
By the same token, a move to war based on weak evidence 
will be a lonely and unpopular affair. If Britain and America 
did not have the hard dope to convict Iraq, they should never 
have taken an approach that turns on a battle of dossiers. m 


American economic policy 


After the Friday massacre 


George Bush's financial team will now be led by John Snow and William Donaldson. How well? 


HO said George Bush ran 

a cosy good ol' boys club 
for elderly white bosses at the 
White House? In what has be- 
come known as the "Friday 
Morning Massacre", the presi- 
dent sent his henchmen to sack 
| the two most prominent mem- 
bers of his economic-policy team—Paul O'Neill, his treasury 
secretary, and Larry Lindsey, the chairman of the National 
Economic Council (see page 31). Now he has unveiled John 
Snow, a railroad tycoon, as his prospective new treasury secre- 
tary. Meanwhile a veteran Wall Streeter, William Donaldson, 
will replace Harvey Pitt, the chairman of the Securities and Ex- 
change Commission (SEC), who was persuaded to resign last 
month. And Stephen Friedman, late of Goldman Sachs, is the 
president's choice to head the NEC. 

The bloodletting makes sense. A blunt veteran of the alu- 
minium business, Mr O'Neill was a clever and thoughtful stu- 
dent of policy. But the job of treasury secretary is as much 
about presentation as about policy, and Mr O'Neill made the 
sort of gaffes, about the dollar and about international bail- 
outs, that lead markets to swerve. Mr Lindsey, a decent econo- 
mist, proved a poor back-room co-ordinator. Mr Pitt seldom 
seemed to instigate corporate reform. 





Different is good, better is best 
More generally, Mr Bush's savagery has sent a clear political 
signal. The president intends to avoid the same trap that 
snared his father: George Bush senior lost the presidency 
when voters decided his foreign successes were less impor- 
tant than the creaking economy. And let there be no doubt: 
Bush the younger clearly does have economic problems. Re- 
cent figures offer some hope that America will not undergo a 
double-dip recession, but alot depends on the resilience of the 
country's indebted shoppers. The economy is still coming to 
terms with the bursting of the 1990s bubble. And, despite the 
Sarbanes-Oxley act, the corporate-reform package that Mr 
Bush belatedly signed into law, the White House has usually 
seemed on the side of bosses, not shareholders. 

So a regime change of sorts is justifiable—but only, of 
course, if the new regime is a better one. It is too soon to say 
whether it will be. Mr Snow has a Php in economics, but his 


main experience is of a long career in an uncompetitive indus- 
try. Mr Donaldson co-founded Donaldson, Lufkin 8 Jenrette 
back in 1959, so he is long in the tooth, but that may helpfully 
mean that he retired before Wall Street got up to its recent mis- 
chief. Mr Friedman too left conveniently before the bubble: he 
ran Goldman Sachs until 1994 (partly with Robert Rubin, Mr 
Clinton's treasury secretary). All three men may have trouble 
in the vetting process-something that has got noticeably (and 
correctly) more rigorous for tycoons since the Enron scandal. 

Even if Mr Bush has chosen the right people, he also needs 
to redesign the structure. For nearly two years it has never 
really been clear who is Mr Bush's chief economic spokesman. 
Over at the SEC, Mr Bush still has to find somebody to fill the 
crucial top accounting position. And there remains the ques- 
tion of political interference. Many of the worst mistakes 
made so far by Mr Bush's economic team-such as the steel ta- 
riffs and farm subsidies-have come from overt meddling by 
the president's electoral advisers. 

Above all, Mr Bush's new team cannot simply *mend" the 
economy. Many levers are out of their control-notably mone- 
tary policy, which is set by the Federal Reserve. Others are ex- 
tremely delicate to operate. It is a truism, for instance, to say 
that international financial institutions work best with strong 
American leadership. Mr O'Neill's successors need to avoid 
his various volte-faces (first no support for rMr bail-outs, then 
massive bail-outs), but also to find ways to influence countries 
such as Brazil and Argentina without alienating them. 

Mr Snow must play a role alongside Mr Donaldson in re- 
invigorating corporate reform, but his real test will probably 
be domestic fiscal policy. There remains a case for a short-term 
stimulus to perk up the economy. But the Treasury desperately 
needs to rein in congressional pork: discretionary spending 
has been rising by 8% a year. Mr Snow must also keep an eye 
on the millions of retiring baby boomers who will begin to 
place enormous demands on the government within a de- 
cade. That means looking at tax reform (one of Mr O'Neill's 
strengths) and restructuring the Social Security system (which 
Mr Bush seems to be considering again). 

This is a big challenge. But give Mr Bush a little credit. After 
his triumph in the mid-term elections, it must have been 
tempting to overlook the shortcomings in his financial team. 
The Friday Morning Massacre may have replaced one set of 
pals with another, but the new lot will now be sweating. = 


Chaos in Venezuela 


The rights and wrongs of Chavez 


An elected leader, but one who has lost his legitimacy 


P ORTS, airports and banks are 
barely functioning, troops 
have been called out to pump 
petrol, strike-bound oil tankers 
lie at anchor, and exports have 
3 allbutceased. As a general strike 
f p^ called by opponents of Presi- 

"MW Vi dent Hugo Chavez continued 
for a second week, Venezuela was grinding to a halt. The oppo- 
sition says the strike will continue until Mr Chavez either re- 
signs or agrees to an election early next year. So far, the presi- 
dent has seemed unmoved. He was elected in 1998, and again 
for a six-year term under his own constitution in 2000. In 
April, he survived an opposition-inspired coup (which the Un- 
ited States was lamentably slow to condemn). This strike, he 
says, is merely another coup attempt. 

The chaos in Venezuela is more than a little local difficulty. 
It has already claimed several lives, and worse violence could 
follow (see page 37). As the world’s fifth-largest oil exporter, 
and a neighbour of violence-torn Colombia, Venezuela’s 
woes matter to outsiders. But what should outsiders do? Nor- 
mally, the answer would be nothing. Mr Chavez is democrati- 
cally elected, whereas some of his opponents showed in April 
that they are not democrats. Shouldn't an elected president be 
free to govern as he pleases? 

This is an over-simple reading of events. For Mr Chavez, a 
former army officer and coup plotter, has begun to rule in a 
way that undermines his own legitimacy. Though his "Boli- 
varian revolution" has been marked chiefly by devastating in- 
competence, not illegality, he has concentrated power in his 
own hands and those of his cronies, while hurling bombast 
and threats at his opponents. This penchant for government 





by permanent confrontation has reaped its predictable re- 
ward. Even before the strike, the economy was set to shrink by 
6% this year. Unemployment was 17% and inflation rising. 
Meanwhile, Mr Chavez's efforts to turn the army into an in- 
strument of “revolution” have divided and politicised it. 

The result has been to earn the president the opposition of 
almost every organised group in the country and, according to 
opinion polls, more than 70% of Venezuelans (including many 
of his former supporters among the poor). It is a travesty to 
compare Mr Chavez with Chile's elected socialist, Salvador 
Allende, and the opposition with General Pinochet, as his 
apologists would have it. The truth is that, as opposition has 
grown, Mr Chavez has started to disregard his constitution. For 
example, he seized control of the Caracas police, and his legis- 
lators voted to sack a supreme court judge. Gunmen who may 
be inspired by the government have fired on demonstrators 
and pro-Chavez mobs have trashed media offices. 

A second reason for Mr Chavez to agree to an early vote is 
his own proud claim that Venezuela is a “participatory democ- 
racy" in which sovereignty resides with the people. To this 
end, he masterminded a constitution that allows a *consulta- 
tive" referendum on matters of "national transcendence" at 
any time. In accordance with this, the opposition has gathered 
the necessary signatures for an immediate referendum on the 
president's rule. Mr Chavez has manoeuvred to block this. 

Now the opposition is unlikely to settle for anything less 
than a fresh election. Having made his country ungovernable, 
Mr Chavez should call one. For weeks, the Organisation of 
American States has been trying to mediate an "electoral sol- 
ution" to Venezuela's stand-off. Its efforts deserve whole- 
hearted support—from Latin America as well as the United 
States. The alternative might be a bloodbath. m 





Bankruptcy 


Shaping up 


In general, America's Chapter 11 bankruptcy is working well 


MERICAN bosses have 
bankrupted companies in 
record numbers this year, sur- 
passing even 2001's total. But 
most of the biggest failed firms 
SOLE ES EE have not gone bust in the old- 
fashioned sense, with doors 
boarded up and shop-floors 
cleared out. Instead, thanks to America's Chapter 11 bank- 
ruptcy law, these "zombie" companies trade on, with fresh 
loans, freedom from interest and lease payments, and, often, 
the same bosses who ran them into the ground. United Air- 
lines, America's second-biggest carrier, which sought the safe 
haven of Chapter 11 this week, will continue to fly even 
though it has failed. 
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Such examples are often cited by critics of Chapter 11, who 
say itis too lenient. Unsound companies are kept alive at the 
expense of solvent and better-managed rivals, tilting the play- 
ing-field in favour of the zombies. Excess capacity is kept go- 
ing, rather than shut down. Liquidation not rehabilitation, the 
critics conclude, should be the outcome of more bankruptcies. 
In truth, Chapter 11 may create some anomalies and injustices, 
and today's widespread use of it may offer helpful lessons. But 
in broad terms, the critics are wrong; a worse problem, outside 
America, is that ailing firms are either put down too soon or 
kept alive only by state subsidy. 

Of all America's troubled industries, airlines have been the 
most enthusiastic users of Chapter 11. Some have stayed aloft 
through years of bankruptcy; others have gone bust again and 


again. But critics often forget the successes: Continental, which » 


KENNT LK IDEs 


af dug 


iode Ca beu LI I o. ndn Lr E docto d OR n 





> went bust twice, has emerged a strong and profitable airline. . 
United's bankruptcy was triggered by its failure to secure sub- 
sidised loans from America's government. A private restruc- 


turing under Chapter 11 is surely a better way forward: share- 
holders and creditors bear the risk of failure, not the 
government. Many of the complainers about United's bank- 
ruptcy are other airlines that have benefited from years of gov- 
ernment help in one form or another. 

The argument goes way beyond airlines. From telecoms to 
steel, bosses complain loudly that Chapter 11 fails to purge ex- 
cess capacity (see page 55). But this is mostly just the whinge- 
ing of managers forced to compete. After all, plants can be 
idled, cable go unlit or airliners be left in the desert, but the as- 

|... sets never go away, and they are available for new buyers to 
. « snap up. When private investors risk their own money to re- 
|... Vive a failed firm, almost everybody wins: consumers, em- 
-... ployees and creditors. Only the original shareholders lose. 
A more valid criticism of Chapter 11 is that it too often al- 
lows failed managers to keep their jobs. It would be better to 
-give creditors (and bankruptcy judges) more powers to throw 
























Retirement 


Bin it 


A fixed retirement age is an anachronism 
OMPARED with much of 


Britain has been provident. 
While so many other countries 
are lumbered with huge, unaf- 
fordable state pension benefits 


! ain has done relatively well in 
- building up funded occupational and personal plans. But 
even so there are growing worries: many companies are trim- 
ming their pension commitments, which threatens to push 
the burden back on to the state. Such concerns have led to a 
= government review of pensions policy, which is due to be 
-; published next week. The signs are that this will merely tinker 
v with the system, not give it the radical overhaul it needs. 
-=c All around the world, pension systems are showing their 
age. One of the most obvious anomalies is the survival of the 
venerable tradition of retiring at 65. This affects not just state 
but also company pensions, since the state retirement age sets 
-..a benchmark for the private sector. As people live longer the 
retirement age is contributing directly to the rising burden of 
- paying final-salary pensions, based on end-of-career earnings 

and years of service, and therefore to the number of compa- 
-= nies moving away from these schemes. And it affects retire- 
-. ment patterns even in countries like America, where manda- 
tory retirement has generally been outlawed, since the 
workers tend to take pension USE as soon as possible— 
many earlier than 65. | 

Yet the idea of retiring at 65 is astonishingly out-of-date. In 





the rest of the rich world, 


paid from taxes on workers, Brit- 


Britain, this age was originally set in 1925. Since then, life ex- that's fi 
-i pectancy at 65 has increased by five to six years. Today's 65- so lon; 
. year-olds are no longer worn out after a life of manual toil. - 
| hey arei in 1 good. health and there; are plenty of physically un- ages and the 
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: them. out. LA study by Stuart Gilson of Harvard Business School | 
_ has shown that 80% of bosses are gone within two years of a 
Chapter 11 filing. That could be pushed nearer 100%. Bank- 


ruptcy judges should also question more sharply the longer- 
term viability of companies in Chapter 11, and be readier to let 
the market take its course more quickly: keeping a firm in 
Chapter 11 for more than a year, say, is unlikely to be wise. 

Overall, then, Chapter 11 is a good way to harness market 
forces rather than government intervention to fix bust compa- 
nies. That is more than can be said of other countries’ laws, 
even though some are moving in the right direction. Britain is 
revising its law in a bid to make bankruptcy less punishing for 
entrepreneurs. Germany is making use of a new insolvency 
law to keep companies alive as they undergo badly needed re- 
structuring—without government help. Japan's banks and in- 
dustrial giants could use a way to fail without shutting down 
productive assets. Italy’s government should be ready to leave 
Fiat's fate to the markets, rather than intervene (see page 57). 
For salvaging ailing firms, the Chapter 11 model, with all its 
faults, is better than the alternatives. sm 


whom current pension reforms should be designed, will live 
even longer and be even healthier. 

If people are retiring too early, why not just raise the retire- 
ment age? Because politics make that so hard to do. Anyone 
who is anywhere near retirement age loathes the idea. That's 
why the increase in the retirement age from 65 to 67 which 
America legislated in 1983 is only just beginning to come into 
effect and will not be fully phased in until 2027. Raising the re- 
tirement age is a recipe for doing too little, too late. 


Go home when you feel like it 
A better solution is to get rid of a set retirement age altogether. 
Instead, pension benefits should be linked to life expectancy 
so that they are automatically reduced at current retirement 
ages as people live longer (see page 74). This already happens 
with private-sector pension plans funded through defined 
contributions—the system that companies are moving to- 
wards, as defined-benefit schemes become too costly. When 
people turn their pension savings into annuities, the insurer— 
unlike state pension systems—takes into account rising life ex- 
pectancy. As Sweden has demonstrated in its pioneering pen- 
sion reform, the same principle can be applied to state pen- 
sions even when they are financed on a pay-as-you-go basis 
from contributions paid by workers. This solution sends a 
clear signal: as you live longer, so you will have to work longer 
or save more if you want to retire in comfort. 

The idea of a “normal” retirement age belongs to another 
era. If people want to do a Greenspan-the chairman of the 


Federal Reserve, at 76, shows no sign of loosening his grip— 







people want to retire much earlier that's also fine, 
heir benefits are risas Sang reduced so that 





To create a distinguished 
triple-blended Scotch 
Whisky like Chivas Regal 
is a time-consuming 
process. For more than 


200 years, Chivas Bros 





has assembled a 
uniquely rich inventory of the world's 
rarest Scotch Whiskies. These include the 
beautifully balanced and characterful 
Speyside malts; aromatic Highland malts; 
soft Lowland malts; pungent and smoky 
Islay malts, along with many of the lighter 
and sweeter grain whiskies. The way 


that Colin Scott, the Chivas Bros Master 
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Blender, triple-blends these Scotch 
Whiskies creates the deliciously smooth 
and refined taste of Chivas Regal that 
cannot be matched. In fact, nothing 
mechanical can match the Master 
Blender's considerable talents. The result 
of his painstaking endeavours is quite 
simply the finest whisky known to man. 
An exquisite blend crafted from a 
veritable wealth of magnificent malt 
and grain Scotch Whiskies. A masterpiece 
of taste, texture and aromas. Chivas Regal's 
superior flavour and irresistibly generous 
mouthfuls of toasted apples with hints 
of honey, are the result of two centuries 
of celebrated craftsmanship. One glass 
will be enough for you to appreciate the 
true complexity, richness and smoothness 


that is Chivas Regal Scotch Whisky. 
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INSTRUMENTS FOR PROFESSIONALS 
BREITLING has a single-minded commitment to building 
ultra-precise and ultra-reliable wrist instruments intended 
for the most demanding professionals. Our obsession 
is quality. Our goal is performance. Day after day, we 
consistently enhance the sturdiness and functionality of 
our chronographs. And we submit all our movements to 
the merciless testing procedures of the Swiss Official 
Chronometer Testing Institute (COSC). One simply does 


not become an aviation supplier by chance 
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ould apply to the ag- 
deficitin the area 
'than to each country 
hat convergence?" De- 
|... cember 7th). The reported 
^ Dutch response, that *profli- 
gates would be ‘free-riding’ on 
the backs of more frugal coun- 
tries", neglects the essence of 
. my proposal. This is that defi- 
— cits should be treated like pol- 
— lution, with rights to spend 
— . being transferable across 
countries without prejudice 
for the total amount of deficit. 
— - In2001,the overall euro-zone 
= deficit was only 1.1% of GDP, 
which is what matters for the 
-stability of the euro. 
-. You say that my words 
“would carry more weight if 
 Poland's awesome budget def- 
icit was itself designed to stim- 















ands settles pter vm ety 
nto the EMU. That our deficit 






US the aker Maastricht condi 
. tions have been met-from . 
_ - public debt to inflation, from 
exchange-rate stability to in- 
<- terestrate ceilings. Here Po- 
. . landis not just converging, it is 
already there. 
GRZEGORZ KOLODKO 
Deputy premier and minister of 
finance 
Warsaw 


Too much technology 


SIR - Disappointingly, the fu- 
ture for the convergence of 
mobile phones and comput- 
ers is going to be much like the 
-> present and past: full of seduc- 
(5. tive products that look exciting 
and promise much but which 
are frustratingly difficult to use 
(“Computing’s new shape", 
ovember 23rd). I recently 
ught a Seded mobile 










phone. I spent several hours 
trying to navigate its features 
and configure it to read my e- 
mail. | have a Php in com- 
puter science but I still had a 
sense of helplessness. The bat- 
tle for domination will be 
won not just through sleek 
technical innovation but by 
companies who consider seri- 
ously the human perspective 
in their designs. 

MATT JONES 

Hamilton, New Zealand 


SIR - If your outlook is right, 
then Microsoft's weak com- 
petitive position in handsets 
would be rectified through the 
acquisition of Motorola. Al- 
though struggling, the Moto- 
rola name still provides the 
brand recognition that you 
suggest will be crucial in this 
industry revolution. The an- 


nouncement of that event will. 


provide the sought-after spark 
that initiates the next bull 
market. 


_ DANIEL DONOGHUE 
Chicago 


SIR - Your article on Reebok 
misrepresents the goals of cor- 
porate-responsibility pro- 
grammes ("Reebok, ethically 


. unemployed", November 
- 30th). It reflects the premise 


that human-rights pro- 


> grammes get in the way of 
. economic development, a 


point underscored by a state- 
ment that workers in develop- 
ing countries want to work 
excessive hours. This is not 
true. Our monitors have been 
working in the field for ten 
years. One of the most com- 
mon grievances that they hear 
from workers is that managers 
expect as much as 70-hour 
working weeks, often without 
adequate compensation. 
Shareholders, trade unions, 
advocates and hundreds of 
multinational corporations 
have long demonstrated their 
strong support for corporate- 
responsibility programmes. A 
growing body of data shows 
that implementation of codes 
of conduct leads to lower: rates 
of industrial accidents,im- 
proved worker-grievance sys- 
tems, cleaner air quality and 


The Economist : 


lower worker turnover, which 
in turn results in lower pro- 
duction costs. Reductions in 
excessive work hours increase 
product quality. Multinational 
corporations benefit from pro- 
tection of their brand reputa- 
tion as well. 

Reebok has been a proud 
leader in this movement. We 
have shared our experiences 
with other companies in the 
hope that our successes will 
be replicated by others. We 
will continue to challenge ex- 
ploitative practices, despite 
your view that itis the role of 
business only to make money, 
regardless of the price paid by 
Workers or their families. 

DOUG CAHN 

Vice-president 
Human-rights programmes 
Reebok International 
Canton, Massachusetts 


Safety or freedom? 


SIR - You mention the debate 
about a recalibration “be- 








warded. The loan 
repaid easily. 

OLIVER ORMISTON - QURE 
Luton, Bedfordshire — : — ae 


















cades British governments 
have not only given universit 
lecturers more students to ` 
teach but have significantly i in 
creased the administrative 
burden on universities unde 
the mantra of quality assur- 
ance. A shift in funding from 
government grants to stude: 

fees should permit the heavy 
hand of regulation to be lifte 

from universities. z 
PETER SOLAR —— 
Brussels — 


























tween public safety andcivil . ar bdh 


liberty" since the September | 
11th attack ("Preparing for ter- 
ror", November 30th). Befor 
the attack commentary 1 re 
flected Benjamin Franklin's. 
observation: “They thate can 
give up essential libert: y to 


safety deserve neither liberty i 


nor safety." 
SEAN KILLIAN 
Washington, DC 


The price of learning 


SIR - Requiring private financ- 
ing would allow students (and 
the banks that would finance 
the loans) to question the 
quality and motivation be- 
hind their degrees (“The 
gloom over Britain’s universi- 
ties”, November 16th). Are 
they after three years of fun or 
are they taking a degree to ad- 
vance their academic creden- 
tials and attain a qualification 
that genuinely has merit be- 
cause of its subject matter or 
the institution from where it 
was gained? 

Why should the taxpayers 
finance the former? Your fig- 
ure of 17% higher earnings is 
for all graduates. Those with 


| ateh aloo na the sk skilled 
. trader to take profits away - 
from it. There islittlelogicin - 


























trading, which is why the hu 
man trader will always hold 

the advantage. : 
MICHAEL COFFIN’ 

Paso Robles, California 


Market leader 


SIR - Surely we must st find? a 

third way whichisneither | 

bull nor bear (“You beasts", 
November 23rd). Would the - 
obvious choice not bea Blair? : 
JOHN FAWKNER 2 
Farnborough, Hampshire 






















The Commonwealth Secreta iul 


serving 54 Commonwealth nations, The Secretariat works. with - 
Commonwealth peoples as a force for democracy and good governance, to 
build global consensus and to provide practical help for sustainable 

development, 






< Political Affairs is the lead division in the Secretariat's high-profile programme for the 
promotion of democracy and good governance in thé Commonwealth. We are looking to 
~ fill three posts, as part. of an expansion of the team. 













Deputy Director — Good Offices (Overseas staff £33,612 p.a., 
British citizens or UK residents £49,020 p.a.) 

This is an opportunity for an effective political operator to lead the Divisian's programme in 
conflict prevention, resolution and post-conflict capacity-building. 














Senior Programme Officer — Good Offices (£32,832 p.a.) 

Supporting the Good Offices role and the work of Special Envoys, we are looking for an 
effective coordinator with research and. analytical skills, preferably in. conflict prevention 
l| and resolution. 
















Senior Programme Officer — Africa Section (£32,832 p.a.) 

‘Contributing to the development of the Secretariat's political affairs policy, advisory and 

JT research skills are a must, along with experience of monitoring international political 
3 developments. 


‘For all three posts we are looking for individuals with a degree in political science or 
- international relations. A postgraduate or other advanced qualification would be desirable. 


Deputy Director: five years’ experience in diplomacy and political negotiation. 


Senior Programme Officer: three years’ experience in international affairs, research, and 
drafting briefing papers preferably in an international organisation or government 
| department. Mo 


- We offer a three-year appointment in the first instance with a competitive pay and benefits 
package. The posts are based in London and involve a significant amount of travel. 
Applicants must be Commonwealth citizens. 









-For further information and application details please visit our website. 
- Www.thecommonwealth.org or contact Asha Gill at a.gill&commonwealth.int telephone 
U [441 0207 747 6191. Closing date 24 January 2003. We regret that it will not be possible to 

' acknowledge applications, only shortlisted candidates will be contacted. 

Interviews will be held around February/March 2003. This competition may be used to fill 

- Other similar posts. l 
The Commonwealth Secretariat is committed to an equal opportunities policy 


The United Nations Development Programme (UNDP} is the UN's global development 
network, advocating for change and connecting countries to knowledge, experience 
and resources to help people build a better life, We are on the ground in 166 countries, 
working with them on their own solutions to global and national development 
challenges, As they develop local capacity, they draw on the people of UNDP and our 
wide range of partners. 


The United Nations Development Programme is seeking an outstanding candidate for the position of 


Chief Economist and Director 





c$ of the newly opened Rio de Janeiro Centre for Poverty Reduction, based in Rio de Janeiro, Brazil. 
“4 The RIC has a mandate to serve UNDP offices and partners around the world by facilitating policy 
analysis, capacity development, technical cooperation and networking on social and macro-economic 
policy issues as an input into pro-poor public policy. 






















The Chief Economist and Director will provide intellectual and managerial leadership to the RIC team 
of poverty advisers, contributing to its research, training and knowledge agenda and ensuring the 
“integration of the latest thinking and practice in the field of poverty with support to national policy- 
making. Specific duties include: 


*.. Overall management of the RIC to ensure the timely and efficient delivery of all its activities 
and outputs. 

* Keep abreast of research and policy developments on the determinants of poverty and 
inequality, and promote comparative analysis of the impact of macro-economic policy reforms 
on the distribution of income, consumption and wellbeing across countries. 

* Support countries in the design, monitoring arid evaluation of nátional poverty reduction 
strategies, taking into account the synergies and trade-offs between growth-oriented and 
distributive policies. 

¢ Develop training and research cooperation opportunities for government officials, think tanks 
and experts in macro-economic policy, poverty and inequality from all regions: 

* Strengthen expert networks and links with think tanks and research institutes to assist 
governments in the design of pro-poor social and economic policy. 

* Provide substantive guidance, lessons learned and information to UNDP pence at 
country aad regional levels to improve their design and impact. 


Quulifications: 
[he successful candidate will have an advanced university degree in economics, sociology or other 
^ social science, an extensive publications record and a minimum of 10-12 years of high-level 
cE experience in development cooperation, applied macro-economic policy. research and policy advice to 
| governments. He/she will also have. very strong analytical. and managerial skills: high. level of 
- technical competence in his/her area of expertise; and superior communication and inten 
skills, particularly for building networks and partnerships with policy-makers an 
~ institutions, 


























= Interested applicants aré invited to. ano gaie Through the UNDP swebstis. 
by 30 December 2002. Only applic ants. selected for interviews will be: 


The Commonwealth Secretariat is the ite pavemmental organisation: d 




































+ Please send our: application to The Mentor Foundation, ‘Chairman’ 5 Office, 








d Srne VORLD | BANK Lead Economist duse Trade) 


Analytic and policy work on ‘ease issues in the World Bask Group i is s carried out in a number of different units in the. | 


Bank, including work in the Research Department (DEC), the Poverty Reduction and Economic Management (PREM) 
network, the World Bank fnstinte (WB, as well as in other networks and throughout all of the regional operational 
units, To improve its focus on trade and its capacity to deliver on the growing trade agenda, the Bank has created a Trade 
Department, The PREM component of the Trade Department plays a network vole in supporting country and regional 
work, including upstream assistance and review (as well as review of final products for policy content and quality) and 
building and organizing kecwledge across the institution and bringing it to Bank staff and our cients, 


The Trade. Department seeks a Lead Economist (International Trade}, based in Geneva. He/she will he an experienced 
international economist and will represent the Bank on trade related matters. 


Specific responsibilities: 
- establishing, strengthening and maintaining relationships with other European-based International organizations 


working on trade, including the EU. OBCD, UNCTAD. UNIDO, WTO, and others as well as European think-tanks 
amt policy resdarch institutes 
acting asa World Bank liaison on the Integrated Framework and other trade related technical assistance programs 
(c.g. Standards Development Facility) 
working with the World. Bank Institute (WBD on the implementation of training programs in trade by supporting 
collaboration with Geneva-based institutions as well as WRU DEC research capacity building activities (including 
work with developing country. think-tanks and research networks--Affican Economic Research Consortium 
AERC) Economic Research Forum CERE). and others} 

- fepresenting the Bank in major wade related development meetings/events in Burope (e.g. OFXCD Trade Committee meetings) 

- maintaining contacts and interacting with the donor community and NGOs on trade issues. 

- working with developing country representatives to increase effectiveness of World Bank activities in the trade arena 

- working with country departments and the PREM network to integrate trade into country programs and strategies 

- providing guidance and feedback on the research program and playing an active role in disseminating research 
results to the trade community in Geneva and the donor community in Europe more broadly 

+ working with senior management on the World Bank's corporate agenda on trade integration 

- working with the World Bank's trade team on core institutional prodacts 

Selection Criteria 
- Ph.D. in econmics: Broad knowledge of international macroeconomics/inance and trade. 
^ Good knowledge of the WTO and its niles and operating procedures is desirable, 


Practical. experience in working in a national government and international organizations on trade policy and ine Ic 


negotiations is desirable. 


~ Excellent written und verbal communications skills; ability to communicate ideas effectively and to write quickly ; 


and clearly under pressure. 

~ Demonstrated research and publications record on trade and investment policy subjects. 

- Demonstrated ability io manage and work within a team and inspire teamwork, while setting standards and 
exercising hands-on quality control; strong interpersonal skills and demonstrated track record of working in a team 
environment with multiple priorities and tight deadlines: proven ability to work harmoniously in teams-as a leader, 
where appropriate, and as a team member, especially of the management team. Experience in supervising and 
mentoring junior staff. 

- Operational experience in the World Bank à plus. 

- Fluency in English required; French and Spanish language skills anc highly desirable. 


Women and developing. couniry nationals are encouraged to apply, The World Bank offers an internationally competitive | 


compensation package including expatriate, benefits, Quafified candidates should send a detailed curriculum vitae, 
including. a list. of publications and other written work of which they are the primary author, by two weeks affer the issue 
date, to Lead Economist Position, World Bank, PRMTR/DECPG, 1818 H Street, NOW., Mail Stop MC2-200, Washington 
DC. fax (202)522 -2578; e-mail Tradeconomist @ worldbank.org. Only shortlisted candidates will he contacted. 


"MENTOR 
Drug Misuse Prevention 
GIE TETH A HAND, 


Managing Director 
The Mentor Foundation 
Zurich, Switzerland 


Mentor is a charitable foundation dedicated to the prevention of drug misuse 
among youth worldwide. Since its formation by our president, H.M. the 
Queen of Sweden, at the UN General Assembly in 1994, Mentor has 
supported prevention initiatives in over 40 countries. Mentor consists of a 
lean international headquarter and a “family” of five national foundations, 
works in partnership with international organizations and maintains a global 
network. of drug prevention experts. The foundation has built an award-: 
winning portal for drug prevention practitioners and aims to become the 
global voice and hub of the drug prevention community. 


The Mentor Foundation seeks a Managing Director (MD). to- lead. this 
international organization during the next development stage. 
This challenging and high profile position is a rare opportunity for an 
exceptional: leader. The Managing Director reports to the Chairman of the 
Board of Trustees. He has full P&L responsibility for the foundation and leads 
its interhational development. The successful candidate demonstrates: 


@ The commercial acumen to generate new income sources and business 
partnerships 

@ The presence to interact with senior figures in business and private sectors 
internationally 

e The skill to manage the complex organization's finances and operations 

e The project management See and entrepreneurial drive to deliver 
on program goals 

e The sensitivity to. motivate a diverse and. geographically dispersed team 


Bahar-Johansson, Zuercherstrasse 70, 8102 tBerongsttinigens 
tzerland (dbahar@fkg. com) 2 ! 











oundation. org 
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Department of Economics 
and International 
Development 


















Chair i in Economics 


i Department invites applications for an established Chair in Economics, 
preferably in one of the following research areas: International 
< Development, Public Economics; and Environmental Economics. Strong 
- applications outside these areas can also be considered. 


The majority of staff in the Department were graded 5 in the recent RAE. 
The Department scored 24/24 in the 2001 HEFCE Subject Review. It has 
been awarded an ESRC Research Grant (2002-7) in ‘Poverty, Inequality and 
the Quality of Life in Developing Countries’ (3.25 million). In addition to 
à highly successful existing MSc in International Development, it 
. has launched a new Masters in Economics, and a Masters in 
A Economics (Development). 


esent research strengths for the Department are in International 
Development, Environmental Economics and Public Economics. We are 

therefore keen to add further strength to one of these areas as part of 
our teaching at postgraduate and undergraduate levels and to continue 
our RAE strategy. Fach of these areas is represented by a research centre in 
the Department. 


Further ‘information. about the Department, including 
teaching prior ies, can .be found on our web page 
(http //swww. -bath.ac.uk/Departments/EconDev). Informal enquiries may 
be made to Professors Geof Wood, Head of Department, e- mail: 
G.D.Wood@bath.ac.uk or Philip Jones, e-mail: PR Jones@bath.ac.uk 


Further particulars are available from Peter Hill, Director of Personnel, 
University of Bath, Claverton Down, Bath BAZ TAY, (tel. 01225 386026; 
fax 01225 386559; e-mail p.j.hill@bath.ac.wk) or phone the 24 hour 
|| answerphone service on 01225 386924. textphone 01225 386039, 

1 quoting reference number 02/351. 


in date ier applications: 10 January 2003. 
Am Equat Opportunities. viai dd 





























































eus à sy F Planni ot and Reproductive Health Services 
Delivery ' Program. for the Asia Near East, Europe and the Newly 
E Independent States, Latin America and the Caribbean regions. 


Based in Washington, D.C. with a consortium of organizations that are 
global leaders in their fields, you will work to increase access to, and the 
^ use of, high quality family planning and reproductive health services 
"among high need and at risk populations. Leading a team of skilled 

: professionals in the planning, coordination and implementation of the 
USAID funded project, you will oversee, administer, supervise and manage 
agreement performance of all consortium members; review and clear 
strategic mapping reports and target-area implementation plans; and 
secure cooperation, collaboration and support from high-level officials at 
USAID, other governments, cooperating agencies, donors and key 
stakeholders. Responsible for leveraging additional resources from other 
“donors, e.g. U.S. foundations, the UN system including the World Bank. 


This position requires a proven leader with a Master's or a Ph.D. in a 
relevant discipline and 10 years of experience with USAID or USAID 
funded projects in family planning and reproductive health, including 
experience working with USAID/Washington and Missions. Candidates 
must have 5 years of experience as a Project Director or a Senior Project 
Manager for a complex, donor funded development program, 10 years of 
combined field experience in ANE, ENI, LAC regions, a record of success in 
_ team building, and strong interpersonal skills. Excellent written and verbal 
5. communication. skills in English and one or more additional relevant 
languages required, preferably Spanish. 3096 travel required. 


Qualified candidates, please contact: Marcy F. Winzer, 
Employment Manager at Pathfinder International, 
9 Galen St., Suite 217, Watertown, MA 02472-4501; 
fax: 617-924-3833; email resumeGpathfind.org. 


















pingi 





www. ".pothfind. org 
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Please visit our Web site at 
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EUROPEAN CENTRAL BANK 








The European Central Bank (ECB), established in Frankfurt am Main on Lune 
1998, is seeking to All the vacancy detailed below in the External Developments 
Division of the Directorate Economic Developments, Directorate General Eco- 
nomics. 















The ECB has its own terms and conditions of employment, including a competi- 
tive salary structure, retirement plan, health insurance and relocation benefits. 


ECONOMIST-STATISTICIAN . 
(Ref.: ECB/020/03/ECO) | 


The ECB is seeking applications for the position of Economist-Statistician 
the Balance of Payments and Foreign Exchange Unit of the External Develo | 
ments Division in the Directorate Economic Developments of the Directo ae 
General Economics. The Balance of Payments and Foreign Eoo. : nit 
responsible for conducting analysis of and studies on the eur ates 
also monitors and analyses, as well as performs studies 
developments, the competitiveness and the internat 
the euro area, as well as global financial trends and. 
start to expand its activities in 2003 i in view of the p: 
the European Union, 









































The successful candidate will focus on medium to long-te ; 
velopments in the euro exchange rates and the euro area’s 
and cost competitiveness, while work on issues. relating i io euro are 
international financial flows, especially. with EU. accession cou 
envisaged. The position involves enhancing the monitoring and analyti 
frastructure of the Unit in terms. of quantitative analy: 
development — in the aforementioned areas. The succe: 
contribute to briefing material for the members of the E 
verning Council and the General Council of the ECB: 
official publications. The position requires teamwork 
within the Directorate General Economics and across 
System of Central Banks. 





































; d knowledge of aj 
insurate wi 
on record woul 


nmm rim diei in n ecóniomics with a so 
plied economics, or proven ability to perform task 
a formal academic qualification. A PI 
considered assets. x m 

* Good knowledge of time-series data managen (such as FAN 
and time-series analysis packages (such as E- Views, Rats. or Gauss). 

* Strong quantitative skills ~ certified by a sound knowledge of up-to-date i 
statistical and econometric techniques. ns 

* Ability to work independently and to contribute to team achievements, un E 
der time pressure, in an international environment. Ability to draft briefing TS 
notes and communicate effectively both orally and in writing. ut 

* Good command of English. Working knowledge of at least one other official al 1 
Community language is required. E 


Applications should be submitted in English and include a covering letti cu- |. 
riculum vitae and a recent photograph together with references confirming: the | a 
required experience and skills. They should be addressed, quoting the reference 
number, to the European Central Bank, Recruitment and Staff Development 
Division, Postfach 16.03 19, 60066 Frankfurt am Main, Germany and should 
reach the ECB no later than 3 January 2003. 























Candidates must be nationals of a Member State of the European Union orof | ? 
one of the following EU accession countries: Cyprus, the Czech Republic, Estoe. E d 
nia, Hungary, Latvia, Lithuania, Malta, Poland, Slovenia, Slovakia. ug 
Applications will be treated in the strictest confidence and will not be returned. — 
This vacancy has also been posted on the ECB's website at wwwecbint. To 
meet the deadline, a copy may be sent by fax to +49 69/1344 7979 or ae ec 
mail to recruitmenti@ecb.int, However, a signed application must still be sent 
by post. Ev ug 




























ST. GEORGE'S HOUSE, WINDSOR CASTLE 
THE WARDEN 


St. George's House provides a unique and intimate environment where those from across society 
in positions of responsibility can meet, It provides the opportunity to discuss, under the St. 
George's House Convention which reflects the Chatham House Rule, major challenges facing 
society in a rapidly changing world. The House also provides ecumenical in-service education for 
clergy designed to benefit from interaction with the overall work cf St. George's House. 


On completion of the present Warden's term of office, The Board of St. George's House wishes to 


appoint a Warden with recognised leadership ability to take forward, with energy and enthusiasm, 
the work of St. George's House, 


"The Warden, who reports to The Board, is required to: 


. @ Provide strategic leadership and articulate the vision of the House. 
| e Develop and promote the work of the House and identify the key challenges facing the world. 
o£ Actively engage in consultations. 
U* Bea good communicator who can interact not only with decision makers on a domestic and 
^5 International level but also with members af The College and the Directing Staff. 
The Warden is supported by a small dedicated team under the direction of the Director of Studies. 


(The recently appointed Director of Studies has a strong academic. background, reports to the 
Warden and is responsible for the day-to-day running of the House). 


As a member of The College, the Warden is expected to reside in the designated Warden's 
Lodgings and to participate in the day-to-day affairs of the House, the life and worship of the 
College of St. George and the Castle community. 


Salary is negotiable but in the region of £ 45,000 


Further information and details of application may be obtained from Mrs S Peadry, Secretary to 
: the Selection Panel; St. e. House, Windsor Castle, Berkshire, SLA IN] or e-mail: 
S ns Y ; meaok website: wiww.stgeorgeshouse.org 





: A written application, accompanied by a full CV, will need to be submitted by Monday 13th 
- January 2003. Interviews will take place on Wednesday 5th February 2003. 
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Senior Economist Position 


The World Bank Institute (WIS) is seeking a Senior Economist to he based in Geneva. With the launch of à new 
 riuind of WTO negotiations, and recognition of the need to mainstream trade into poverty reduction strategies, 
trade policy fs re-emerged as a high priority for the World Bank. Requests for capacity-buikling are multiplving 
and WRI ix expanding its trade program significantly in order to meet these demands. A new Trade Department 
has been created in the Bank with the aim of linking policy advice, research and capacity-hbuilding so that the 
Bank can respond more effectively to increasing demands and expectations on the part of our clients, key partners 
and stakeholders. and operations departments of the World Bank. 


The Senior Economist will represent the Bank on trade-related capacity building activities and will work with 
other economists in Geneva amd colleagues in Washington to design and deliver an expanded capacity-buikling 
. program in close collaboration with the WTO, UNCTAD and the PIC. This wilt include distance learning courses 
and seminars using video-conference facilities in Geneva, as well as face-to-faze activities in Africa, the Middle 
' Bast and Europe. The candidate will also contribute to WTO training programs in Geneva, the preparation of 
raining materials and support to research nerworks, The WTO agenda will be the major focus of work, notably 
made in services, agricultural trade, product. standards, and market access. The work is also likely to involve 
capacity-buildiog follow-up for the Integrated Framework diagnostic stadies for least developed countries. The. 
Senior Economíst will be jointly supervised by WBI Manager responsible for trade issues, and ihe Resident 
Representative in Geneva. 


Responsibilities: 
~ Work closeiy with che Washingson-based team leader in. WHI and the resident representative in Genova. to 
implemert a capacity-bullding program which supporis the. Department's goals and those of the broader 
World Bank trade strategy; 
Work with WHI staff (for example, is regional coordination, evaluation and distance learning) to ensure that 
the anining ix consistent with WBI policies and approaches, including country focus, and draws on its 
extensive experienee m capacity-bullding: 
Contribute to WTO courses bused in Geneva and strengthen collaboration with its Training Institute and 
Technical Assistance Department; 
- Organize ami deliver short courses and workshops for a wide variety of audiences, notably trade policy 
officials and researchers, using both distanee learning and £ace-to-Tace techniques; 
- Represent the Bank on wade related capacity building issues in some intemational fora. 


B 


H 


Selection criteria: 

~ PhD in Economics or equivalent 
Recognized expertise in trade policy; 

~ Knucwiedge of the WTO institution aud rules is essential 

- Pror experience in developing training materials, organizing and delivering short courses and seminars is 
highly desirable; 

- Excellent writen and verbal communications skills; ability to communicate ideas effectively; 

- Strong interpersonal and team skills; 
Eresch Essential; Spanish and Russien-dexirable; 

- Ability te machin French oc Spanish swoadd be an asset, 


Umen eed de pini county y nationals arë encouraged to al. The. World Hank finni an diaper 
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3 candidates wili e ee. 



































































7D Director 
Social and Economic Integration 
Attractive salary package will be negotiated 
Ref: PG: 02/66 


(i) 


CSIRO 


















CSIRO is Australia’s premier scientific research institution. Its work 
touches almost every aspect of Australian life. Its 6500 staff perform 
R&D at 46 sites across Australia. 







We are seeking to recruit a dynamic and entrepreneurial professional to 
lead one of our five new organisation-wide emerging science initiatives - 
Social and Economic Integration (SED. 












The successful candidate will be responsible to the SEI Board for 
leading, developing and managing a networked program of science 
investment. They will also facilitate and support linkages within CSIRO 
and between CSIRO scientists and external social and economic 
research bodies. 























The successful candidate must have a record of excellence in social 
and/or economic R&D. Experience in integrating biophysical and 
socio-economic R&D would be extremely advantageous. They must also 
have a capacity to exercise high level judgement and a strong 
willingness and capacity to undertake an R&D leadership role in an 
outcome-focused and team-orientated environment. Superior 
inter-personal skills, and the ability to quickly build effective 
relationships with research staff, clients and stakeholders is essential. 




















Applicants wishing to discuss the position should contact Dr Andrew 
Johnson (email: Andrew Johnson@csiro.au) An information package 
including the duty satement and selection criteria for the position is 
avalan from herp UNN iid au/careers 
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The United Nations Development Programme (UNDP! is the UN's global development 
network, advocating for change and connecting countries to knowledge, experience 
and resources to help people bulig a better life. We are on the ground in 166 countries, 
working with them on their own solutions to global and national development 
challenges. As they develop loca! capacity, they draw on the people of UNDEF and our 
wide range of partners. 


The United Nations Development Programme is seeking outstanding candidates for the positions of 


Poverty Specialist 
Economist / Statistician 
Employment and Social Protection Specialist 


for the newly opened Rie de Janeiro Centre for Poverty Reduction, based in Rio de Janeiro, Brazil, 
The RIC has a mandate to serve UNDP offices and partners around the work? by facilitating policy 
analysis, capacity development, technical cooperation and networking on social and macreoeconomic 
policy issues as an input into pro-poor public policy. 


As part of the RIC team of poverty advisers, the successful candidates will respond to demands for 
policy advice from developing countries while contributing to the development af global consulting 
services in UNDP's practice area of Poverty Reduction. Specific duties include: 


* Keep abreast of research and policy developments on the determinants of and tools for measuring 
and monitoring poverty and inequality as an input inte the design of pro-poor macroeconomic, 
employment and social protection policies. 

Codify knowledge and good practice in poverty monitoring, linkages between economic growth, 
employment and poverty redaction, and social protection mechanisms for the poor. 

Support countries in the establishment of integrated systems for poverty monitoring, in the use of 
socio-economic indicators for poverty analysis, and in benchmarking national and sub-national 
targets for poverty reduction in the context of Millennium Development Goals. 

Assist in the design, monitoring and evaluation of national poverty reduction strategies through 
policy advice and development of national capacities for poverty analysis and policy design. 
Develop training and research cooperation opportunities for government officials, think tanks and 
experts; Strengthen networks and forge close finks with think tanks and research centres 
specialising in poverty measurement and anti-poverty policy. 

Provide substantive guidance. lessons learned and information to UNDP programmes at country 
and regional levels to improve their design and impact. 


Qualifications: 
Applicants must have an advanced: university degree in economies, sociology or other social science, | 
an extensive publications record, and a minimum of 8 years of high-level experience in development - 
cooperation; applied policy research or academia in their respective fields, They must also have very _ 
stróng analytical and advocacy skills; high level of technical competence in their areas of expertise; and 

| experience: in providi ng ‘practical advice io senior policy makers und DAIL, Hational cupanii for 
polizy development. 





Interested applicants. are invited te ipo ónlide: through ihe UNDP website at ww Mau GE d AE by | 
30 December 7002. Only applicants selected feri interviews. will be conta ed. ME d. 















Executive Director 
Nairobi 
$65,866 — $76,845 
£43,910- £51,230 


Are you excited by change and innovation? 
"e you believe NGOs should be doing more to achieve social justice? 


“ACORD is searching’ for an. exceptional individual to become our next Executive 
Director. The person appointed will continue the process of change we have been 
undergoing which involves changing the focus of our programming to working with 
the excluded in Africa and social movements in both the North and South and using 
advocacy and research as tools for change. The Executive Director is responsible for 

., the strategic leadership and overall organisational management of all areas of 
ACORDS work. We have started relocating the Head Office from the UK to Africa 
will be completed by end 2003 whilst increasing the status, skills and 
sibility of our Programme Managers to strategically manage their programmes. 


nust be fluent in either French or English with at least the ability to converse, 
ntribute to. meetings and write informal communications in the other. Language 
will be tested before short listing. You must also have a minimum of 6 years 
management experience in a development organisation, including 5 years working 
^dn sub Saharan Africa. Experience of high-level policy dialogue and alliancing is 
essential as is experience of effective advocacy programmes and campaigning. 











African candidates, especially women are encouraged to apply. 


If you are excited by this job and feel that you fit these criteria please access our web 
site: http://www.acord.org.uk/b-employment.htm í for more information. 


Please e-mail a completed application form, a one A4 page submission on the "Role 
of NGOs in Social Movements" with a CV and covering letter to: 
recruitdesk@acord.org.uk 


Closing date 24th january 2003 
Interviews ist week in March 2003 


.. "A0 of this salary will be weighted using the Euro cost of living index for Kenya. 


- ACORD IS STRIVING TO BE AN EQUAL OPPORTUNITIES EMPLOYER 
Registered charity no: 283302 


f TR ER H mean n e rnar maraa naana MTUPIIMENPASRAAMMN MAH riri 


INTERNATIONAL LABOUR ORGANIZATION 
CHIEF TECHNICAL ADVISER 


-The Intemational Labour Office is seeking to recruit a high calibre Chief Technical 
|. Adviser to lead a three-year technical cooperation project in Jordan. The project 
| ; addresses realisation of the basic rights’ recognised by the international community and 
:' reaffirmed in the ILO Declaration on Fundamental Principles and Rights at Work. The 
project aims to strengthen institutions, law and practice with respect to freedom of 
association and collective bargaining, including labour law, labour administration, and 
|. conciliation, mediation, arbitration mechanisms at national, sectoral and enterprise 
|. Jewel, 


You should hold an advanced university degree in labour law, industrial relations, 
labour or development economics, management, or social scierices and have at least 
ten years of relevant work experience, including proven capacity to manage and 
implement technical cooperation projects. Experience of working with Ministries of 
Labour or equivalent, employers’ and workers! organisations, and with NGOs is 
desirable, as is knowledge of the ILO or of the UN system. Gender and cultural 
sensitivity, excellent communications and negotiating skills and proven ability to lead a 
small team, to work under pressure and independently are essential. 


Fluency and excellent drafting ability in English and working knowledge of Arabic are 

~ Tequired. Successful candidates will be offered an attractive benefits package 

- Commensurate with experience. Contract will be of an initial period of 12 months, with 
| a possibility of extension. 


Interviews may be held either in Geneva or in the region concerned. Please write to 
express your interest, and include a full CV with details of salary, and names of at least 
three professional referees, by 15 January 2003 to: declaration@ilo.o org 


Email applications only will be accepted. In subject line, write ‘Declaration CTA’. CVs 
should include all information requested in the Personal History Form available on the 


LO website at bttpZ/www.ilo.org/public/english/bureau/pers/vacancy/phform.htm 


Applications from women are encouraged 
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EUROPEAN UNIVERSITY INSTITU 


for research and postgraduate training in the social sciences and huma iti 











is looking for candidates with a distinguished record of t scholar publications 
and experience in postgraduate teaching and doctoral supervision, to fill 




























The pimay fieids of expertise from which applications 























of economic law would also be detitkble The Departments (n 
European, comparative and international dimensions of legal schol 
it seeks to promote interdisciplinary approaches to the study of - 
successful candidate will be expected to undertake research and gf 
supervision in the relevant fields. 


in its recruitment poli cy the institute takes into account the: Importance ( 
balance in gender and geographical representation, 








































The Department of Economics invites applications to a Chair that will be 
in September 2003. To fulfil the needs of the Department's structured 
programme, candidates must have experience in graduate-level 
instruction and doctoral supervision. as well as a strong academic publi 
record in the field of Macroeconomics. Since most dissertations in that field 
on applied and policy topics the ideal candidate will have research interests 
such areas. An interest in Monetary Economics would be particularly welcom 


The post may be filled at ail levels of the EU! seniority scale. 


















economic issues. The post also carries responsit 
supervision in one of the four departments, Candi ! i 
demonstrate: (a) a strong research record in a relevant at decipi. (e. 
contemporary economic history, economic law, economic: policy analysis, o 
political economy); (b) solid experience of PhD teaching; and (c) pra 
research proiect and programme management. skilis. 












The post will be filled at senior level. 


Contracts are for five years, renewable for. further three years. The Institute is : 
an equal opportunity employer. 


The Institute is aiso looking for candidates for 








Expressions of interest are invited for fellowships of 6/12 months at the Robert - 
Schuman Centre for Advanced Studies to work in the new Werner Chair -< 
Programme, funded by the Luxembourg Government. This programme has a 
broad range of interests in issues relating to the economics and politica, 

economy of European monetary integration. 





Tel.: *39-055-4685.332 Fax: +39-055-4685.444. 
E-mail: applyproGiue.it intemet hitp:www.iue.it 
European University institute, Via dei Roccettini 9, -50016 San Domenico di Fiesole ^ 


il Special report South Africa 


In Mandela's shadow 


JOHANNESBURG 


Thabo Mbeki has great ambitions for the future of his country. But his fiercest critic 


is not to be shaken off 


Trong when the African National 
Congress (ANC) celebrated its 9oth 
anniversary, Thabo Mbeki, South Africa's 
president, made a long speech. To general 
astonishment, he made no mention of the 
ANC's most famous figure, Nelson Man- 
dela. The feeling is mutual. When Mr 
Mbeki entered parliament at the state 
openingin February, all stood to respectful 
attention except Mr Mandela, who sat 
stock-still in his chair despite gentle tugs 
from his wife. 

At 84, Mr Mandela has lost none of his 
charisma. On his visits to dusty town- 
ships, people stand for hours waiting for 
him and scream with joy when he ap- 
pears. In parliament, MPs leap to their feet, 
sway, dance and sing in adoration. At din- 
ners and private discussions, even close 
friends flutter with affection and respect. 
As he takes an armchair at a lunch in 
Johannesburg a roomiful of businessmen, 
lawyers and family friends sink to their 
knees and form an attentive circle at his 
feet. He calls Queen Elizabeth by her first 
name (“well, she calls me Nelson"), and 
goes hand-in-hand with Bill Clinton, 
beaming for the cameras. 

Mr Mbeki, by contrast, can be painfully 
shy. He admits he is an awkward show- 
man, fondest of his own company. He has 
solitary interests: reading, the Internet, 


computer chess, landscape photography, 
poetry. On presidential tours, known as 
imbizos, he is stiff and formal. With jour- 
nalists he is often impatient, bristling at ig- 
norant questions. Mr Mandela is widely 
known by an affectionate nickname, Ma- 
diba. Mr Mbeki has none. 

It is an open secret that another man, 
Cyril Ramaphosa, was Mr Mandela’s first 
choice as his successor. But Mr Ramaphosa 
was out-manoeuvred in the early 1990s, 
and by 1999 Mr Mbeki was president. Were 
it not for Mr Mandela, he would be riding 
high and virtually unopposed. At the 
ANC's five-yearly conference, held next 
week in the vineyard town of Stellen- 
bosch, Mr Mbeki will be picked again as 
party leader; his close allies are almost cer- 
tain to romp to all the high party positions; 
and victory is more or less assured at the 
general election in 2004. 

His party dominates politics, holding 
two-thirds of the seats in parliament 
against a divided and feeble opposition. 
And his country is becoming more and 
more of a presence in the continent. Mr 


Mbeki presides over the African Union, Af- 


rica's putative answer to the EU, and is also 
the brains behind the New Partnership for 
Africa's Development (Nepad), an ambi- 
tious plan to attract more capital invest- 
ment. Last year (at Mr Mandela's request) 
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he sent his deputy-president, Jacob Zuma, 
and a battalion of soldiers to help keep the 
peace in Burundi, and he has offered 1,500 
more soldiers as UN peacekeepers for east- 
ern Congo. Under Mr Mandela, South Af- 
rica shed its isolation in Africa; under Mr 
Mbeki, it is actively engaged. 


Causes for complaint 

Yet all is not well within Mr Mbeki's ad- 
ministration, not least because Mr Man- 
dela has let it be widely known that he is 
unhappy with it. The old man, tata, as Mr 
Mbeki sometimes calls him dismissively, 
has started to meddle. 

Some of his recent unhappiness stems 
from local politics. In the ANc's heartland 
of the Eastern Cape, where Mr Mbeki and 
Mr Mandela were both born, the ANC pro- 
vincial government is in such disarray that 
Mr Mbeki has had to send people from na- 
tional government to sort it out. This has 
caused enormous discontent within the 
party. In KwaZulu-Natal, a truce between 
the ANC and the Zulu nationalist Inkatha 
Freedom Party, brokered under Mr Man- 
dela but largely negotiated by Mr Mbeki, is 
collapsing as the two parties fight for local 
control. 

Yet most of the animosity comes from 
Mr Mbeki's handling of South Africa's 
AIDS crisis, which Mr Mandela believes 
has been badly bungled. The disease has 
already killed hundreds of thousands of 
South Africans and is set to claim the lives 
of atleast 4.5m more, over 11% of the popu- 
lation. Already, 300,000 households are 
headed by orphaned children. Unsurpris- 
ingly, a recent survey showed that 96% of 
South Africans consider the disease to be a 
*very big" problem for the country. 

AIDS is already striking hard at the pro- 
fessions, notably teachers and nurses. 
Some analysts worry that the disease has 
weakened the capacity of the army (with 
an infection rate of well over 23%) and the 
police. Life expectancy is slumping as child 
mortality rises. Ill-health is also entrench- 
ing poverty: for a middle-income country, 
surprisingly large numbers of people re- 
port being short of food. 

A year ago, Mr Mandela warned that 
leaders and their wives must do more to 
fight Arps. That was an explicit reference 
to Mr Mbeki's inactivity, though also an 
admission of his own negligence as presi- 
dent between 1994 and 1999. All year Mr 
Mandela has raised the profile of AIDS, 
drawing a stark contrast with Mr Mbeki's 
wriggles and denials. 

The national government and some 
provinces have done alot to boost primary 
health care, train nurses, fund education- 
and-prevention campaigns and give out 
more free condoms. The government also 
helps to fund research into a vaccine and 
has opened 18 pilot sites to test the effec- 
tiveness of anti-retroviral drugs, which are »» 


v 





commonly used in rich countries to keep 
those infected with niv healthy. But the 
president himself has often frustrated 
these efforts. 

Mr Mbeki questions figures that show 
the epidemic has taken hold in South Af- 
rica. He argues that anti-arps drugs may 
be more dangerous than aps itself. He re- 
fuses to single out AIDs as a special threat, 
preferring to talk of general "diseases of 
poverty", and will rarely speak about it 
publicly. Peter Piot, the head of UNAIDs, 
was once brought secretly to meet Mr 
Mbeki in Cape Town, in an effort to per- 
suade him that the human immuno-defi- 
ciency virus was the cause of arps. The 
two men sat late into the night drinking 
whisky and fruitlessly arguing the point. 

Mr Mbeki also refuses to encourage 
people to know their Hiv status and to 
lessen stigma around the disease. He will 
not take a public Arps test, and has only 
once been pictured holding an infected 
child. Taking their lead from the president, 
no members of his government and very 
few MPS, civil servants, or public figures of 
any sort admit the obvious when their col- 
leagues die of the disease. 

Mr Mbeki himself seems personally af- 
fronted by the attention given to A1Ds. He 
resents any prejudice against Africans as 
diseased, in part because apartheid scien- 
tists tried to create and spread viruses that 
would kill only black Africans. In the early 
1990s the then ruling National Party even 
alleged that ANC leaders returning from 
exile in other parts of Africa (such as Mr 
Mbeki himself) were bringing Arps into 
the country. 

Appalled by Mr Mbeki's obtuseness on 
the subject, Mr Mandela has been trying to 
force him to do more about it. He openly 
backs the Treatment Action Campaign 
(TAC), one of the most aggressive and ef- 
fective opposition movements in the 
country. Earlier this year the TAC sued the 
government in the Constitutional Court 
and forced it to set up a national pro- 
gramme to give anti-AIDs drugs to infected 
pregnant women. The group's leader, 
Zackie Achmat, who himself has Arps, re- 
fuses to use anti-retroviral drugs until the 
government makes them widely avail- 
able. Madiba has visited and hugged Mr 
Achmat, and promised to lobby the presi- 
dent on his behalf. Last week the two men 
again appeared together, to launch a pri- 
vately-funded plan to get anti-arps drugs 
to thousands more of the poor. 

In September at Orange Farm, a town- 
ship just south of Johannesburg, Mr Man- 
dela launched a particularly sharp attack. 
He demanded general provision of anti-re- 
troviral drugs by the government, pushing 
aside worries about cost, toxicity and cap- 
italist imperialism. Then he ordered two of 
his grandchildren to join him on stage, 
wagged his fingers at them, and told the 
crowd: 


I have 29 grandchildren and six great-grand- 
children. They are very naughty. They tell 
me I have lost power and influence, that I am 
a has-been. They tell me to sit down. That | 
must stop pretending I am still the president. 
Now, you have heard all these important 
people here today, you have heard what 
they say about me. So, now you must stop 
telling me to sit down! 


That message was aimed at Mr Mbeki. 

Earlier this month, Mr Mandela 
launched an independent report on AIDS 
that concluded: "We must manage this dis- 
ease or it will manage us." After perfunc- 
tory praise for government research, he 
said again that too little is being done, offi- 
cially, to fight aps and the stigma that sur- 
rounds it. “I have often said to the govern- 
ment there is a perception that we don't 
care that thousands are dying of this dis- 
ease. If you look at the pages of the Sowe- 
tan, at the death notices, it is clear that our 
young people are dying.” 

While many private companies— 
among them AngloAmerican, Coca-Cola 
and De Beers—have decided that it is cost- 
effective to provide free anti-arps drugs to 
infected workers, the government is reluc- 
tant to make similar promises to other 
South Africans. Mr Mandela wants such 
drugs to be universally available, and or- 
dinary South Africans agree. A recent sur- 
vey of nearly 10,000 people revealed that 
over 95% want the government to provide 
anti-AIDS drugs now. 


Not Madiba alone 

Mr Mbeki often refuses phone calls from 
his predecessor. When he does, Mr Man- 
dela is told that he misunderstands the 
complexity of Arps. The old man has been 
asked by senior ANC leaders to stop un- 
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dermining the government, and to tell the 
press that the only problem with official 
AIDS policy is one of communication. 

Will his interventions in fact have any 
effect? Possibly, since he is nota lone voice. 
Many heads of state and former presidents 
have privately tried to persuade Mr Mbeki 
to do more on AIDS, if only for the sake of 
his own reputation. Mr Clinton, who was 
beside Mr Mandela at Orange Farm, con- 
fided his view of the president's position 
on AIDS: "In his own mind, he thinks he 
has moved a long way." The challenge 
now is to persuade him to do as much as 
leaders in poorer African countries. 

In Nigeria, said Mr Clinton, politicians 
talk openly about the disease. “It has kept 
its [infection] rate low because there was 
no organised, systematic and official de- 
nial of the problem there. In South Africa I 
see systemic obstacles still, to doing what 
has worked elsewhere. Leaving people to 
their own devices is just not good 
enough." In particular, Mr Clinton criti- 
cises the failure to make mass use of anti- 
retrovirals, drugs that are already widely 
used in Brazil and India. 

In September, Mr Piot protested that 
the World Summit on Sustainable De- 
velopment, held that month in Johannes- 
burg, paid almost no attention to A1Ds. De- 
legates conceded that the disease was 
given a low priority to avoid embarrassing 
the host. Mr Piot and Carol Bellamy, the 
head of uNICEF, have both complained 
that Mr Mbeki's Nepad plan for African re- 
covery makes no substantial mention of 
the fight against AIDS. 

Mr Mbeki now seems to be slightly 
shifting his position, if only to persuade 
Madiba, Bishop Desmond Tutu and others 
to stop "back-seat driving". In April the 
government agreed to set out a plan for 
provincial governments to give nevira- 
pine, an anti-retroviral drug, to infected 
pregnant women and rape victims. Mr 
Mbeki's chief spokesman, Joel Netshi- 
tenzhe, even suggested that factories might 
be built to produce generic anti-arps 
drugs. And the government has been talk- 
ing to firms and health activists about a na- 
tional treatment plan for the disease. 

In the past few months Mr Mbeki has 
kept silent on the subject, while trying to 
cultivate a more friendly persona (he has 
taken up golf so that he can bond with 
George Bush, who is expected to pay a visit 
next month). But South Africa's president 
will not be pushed into a position he op- 
poses, especially not by westerners, the 
media, the UN or activists. 

Ultimately, then, the most effective 
pressure will come from within his own 
party. Next week's ANC meeting in Stel- 
lenbosch is a chance for members to push 
Mr Mbeki to act decisively. And one mem- 
ber, the only world-famous one, will go on 
pushing hardest of all, no matter how of- 
ten his calls are not returned. 8 


We develop innovative pharmaceuticals for diabetes management. 





So that people with diabetes can 


Everyone likes to have more time for life. But for the 142 million people with diabetes world- 
wide, controlling their disease is a day and night job. At Aventis, a world-leading pharmaceutical company, we offer 
treatments that enable those suffering from diabetes to more effectively manage their disease. And our scientists 
continue to step up towards the fight against diabetes by utilizing their extensive expertise and innovative technologies. 


So that people with diabetes have more time for life. 


Aventis, Strasbourg (France), is listed on the stock exchanges in Paris, Frankfurt and New York. www.aventis.com 
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Leadership in Taiwan 


And now for the presidency 


TAIPEI 


But vote-winning Ma Ying-jeou may not be the Kuomintang's choice 


HE former ruling party of Taiwan, the 

Kuomintang (KMT), may have found a 
new lease of life in the form of Ma Ying- 
jeou, the heart-throb mayor of the capital 
Taipei, who was re-elected by an over- 
whelming majority on December 7th. The 
island's president, Chen Shui-bian, whose 
popularity has slumped thanks to a falter- 
ing economy and his government's policy 
flip-flops, has reason to worry as he looks 
ahead to his own re-election bid in 15 
months’ time. But the KMT has to bridge 
huge divides in its own camp before it can 
be confident of ousting Mr Chen. 

The mayoral and city council elections 
held in Taipei and the southern port-city of 
Kaohsiung clearly showed that despite its 
defeat in the 2000 presidential polls and 
the loss of its majority in parliamentary 
elections a year ago, the KMT can still put 
up a tough fight. Mr Ma took 64% of the 
vote in Taipei. The candidate of the ruling 
Democratic Progressive Party (DPP) won 
200,000 fewer votes than Mr Chen did in 
1998 when he fought and lost in a Taipei 
mayoral race. In Kaohsiung, the DPP 


mayor Frank Hsieh managed to stay in of- 


fice with little more of the vote than his un- 
inspiring KMT challenger. 

China would dearly love the KMT to 
win the 2004 presidential polls and re- 


verse what it sees as an attempt by Mr 
Chen to nudge the island towards formal 
independence from the mainland. China 
has abandoned its tactic of trying to scare 
Taiwan voters away from supporting DPP 
candidates by means of bellicose talk and 
sabre rattling. But it has continued its 
build-up of ballistic missiles on the coast 
facing Taiwan as a warning to the island 
not to try to make its de facto indepen- 
dence a legal reality. 

During high-level talks between Amer- 
ican and Chinese military officials in 
Washington this week, the first of their 
kind in two years, the American side criti- 
cised the missile deployments but got an 
earful in return on American arms sales to 
Taiwan. A source familiar with American 
government analysis says that in the past 
year China has placed another 150 mis- 
siles along the coast compared with about 
50 a year previously. He says the missile 
forces are also staging more frequent exer- 
cises. Lin Chong-pin, a senior adviser in 
Taiwan's National Security Council, esti- 
mates the total number of missiles de- 
ployed at around 400. 

During a meeting with President Bush 
in October, China's President Jiang Zemin 
offered to reduce the number of missiles, 
but in exchange America would have to 
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cut its arms sales to Taiwan. This idea 
would hardly impress the Americans, not 
least because the missile deployments are 
only part of a general beefing up of China's 
military threat to Taiwan. 

But China knows that it may have to 
deal with Mr Chen for along time to come. 
Its rhetoric on Taiwan is less strident than it 
was a couple of years ago. A defence white 
paper issued by China this week fails to re- 
peat the threat made in 2000 that it might 
attack Taiwan if it continues indefinitely to 
reject reunification talks. In recent months 
China has suggested that political differ- 
ences could be downplayed in order to al- 
low direct transport links. 

The outcome of the mayoral elections, 
while encouraging for the KMT, gave little 
clear indication of who might win in the 
2004 polls. Mr Ma’s victory is probably 
more a result of his personality (and his 
looks, which make him a darling of female 
voters) than of any surge of support for the 
KMT. He may be less of an attraction fur- 
ther south, where KMT support is usually 
thinner. In any case, despite his worth as a 
vote-puller, it is far from certain that the 
party will put him forward to challenge Mr 
Chen in 2004. After Mr Chen's election 
two years ago, China shunned Taiwan, 
hoping that a less independence-minded 
figure would replace him in the next presi- 
dential polls. But a Taiwanese official in- 
volved in mainland affairs says China is 
now confused about the island's politics 
and what they will lead to. 

Much depends on whether the KMT’s 
lacklustre chairman, Lien Chan, gives up 
his presidential ambitions. He finished à 
humiliating third in the 2000 presidential 
elections, but he could well have won if he 
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* had not clashed with the man who came 


second, James Soong. Mr Soong leads a 
breakaway faction of the KMT, the People 
First Party. He would be unwilling to join 
forces with his former party in the next 
presidential race if it meant having to 
stand as vice-president, at presenta largely 
ceremonial position. He would also be un- 
willing to stay out of the race altogether, al- 
though to do so would cripple his party. 
But then it would be equally hard for the 
KMT to accept a political renegade as its fa- 
voured presidential candidate. 

The KMT's most formidable team 
would be Mr Soong and Mr Ma. At 52, Mr 
Ma might be happy to stand as vice-presi- 
dent if his seniors, Mr Lien (66) and Mr 
Soong (60), were to make way for him in 
the 2008 presidential race. But this would 
require colossal compromises by the KMT 
and Mr Lien personally. Without such 
compromises, the opposition vote will be 
split again and Mr Chen could, with luck, 
secure a second term. The president has to 
try to divide in order to win, says Lo Chih- 
cheng of Taiwan's Institute for National 
Policy Research, a think-tank. 

In 2000, despite a divided opposition, 
Mr Chen secured only 2% more of the vote 
than Mr Soong. Opinion polls suggest Mr 
Chen's approval rating has fallen from 
around 70% after his election to 30-40% 
now. Even if the KMT is unable to put up its 
best team, Mr Chen cannot rest easy. 8 


Vietnam and the United States 


Case of the 
ghostly catfish 


HO CHI MINH CITY 


Threat to a lucrative trade 


N ESSENCE, the dispute is simple: cheap 

imports of Vietnamese catfish threaten 
to put United States’ producers with higher 
costs out of business. Americans bought 
17m lb (7.7m kilos) of Vietnamese catfish 
last year, up from 0.6m lb in 1998. Over the 
same period, the price of catfish has al- 
most halved. A trade agreement between 
the two countries, which eliminated tariffs 
on catfish a year ago, will presumably ex- 
acerbate the trend. But instead of submit- 
ting to the free-market principles aired 
while pushing the trade pact, America's 
lobbyists and lawmakers are seeking to 
crush the Vietnamese producers. 

Last year, the Catfish Farmers of Amer- 
ica (CFA) helped to persuade Congress to 
pass a law restricting the use of the word 
“catfish” to American varieties. The Viet- 
namese sort, claimed the CFA, was raised 
in third-world rivers, eating anything it 
could get its fins on, and was as different 
from well-bred, pond-raised American cat- 


IMING to set the SETA 
ind at ease, China this week 

a san re od ae aad 
icy, and spend | 
ay oí com dat wil ones an atone 
for nothing but the protection of the 
motherland and a secure international 
environment. This year's defence white 
paper, the fourth since 1995, paid more 
attention than previous ones to the im- 
portance of "political work" in the 


armed forces. Coming as it does after last 


month's Communist Party congress— 
held only every five years—this empha- 
sis on politics comes as no surprise. 
But the inconclusive leadership tran- 
sition that the congress produced raises 
important questions about who will 
really be in command. Jiang Zemin, 
China's top leader for the past 13 years, 
ended the congress by yielding the job 


of party boss to his long-agreed succes- 
sor, Hu Jintao. Mr Hu is also expected to 


take Mr Jiang's place as state president 
when t next convenes in 
spring. But the betting in Beijing now is 


fish as a camel is from a cow. 

And yet not that different, apparently. 
When the new law failed to dent sales of 
the import formerly known as catfish, 
American farmers decided to launch an 
anti-dumping suit, despite their claim that 
imported fish were not even comparable 
to home-grown ones. Their petition con- 
tends that companies in Vietnam, where 
the average income per person is about a 
fiftieth of America's, are subsidising rich 
Americans' taste for catfish. The Vietnam- 
ese government meddles in its economy 
so much, they claim, that it is impossible to 
make a true assessment of the local pro- 
ducers' costs. So they asked the Depart- 
ment of Commerce to work out how much 
it would cost to raise hypothetical catfish 
in India, fillet and freeze them in imagi- 
nary factories, and ship them in phantom 
boats to America. If these spectral confec- 
tionsturn outto cost more than the fleshier 





The culprit 


Uncertainty at the top 


that Mr Jiang plans to hold on for at least 
two more years, and possibly much lon- 
ger, as chairman of the Central Military 
Commission, making him the de facto 
commander-in-chief. This would make 


it difficult for Mr Hu, who lacks a mili- 


tary background, to assert his 
over army matters, and military analysts 
fret that any future security crisis could 
put under stress the delicate leadership 
ae dcus t stitched together at last 
month" 
China's response to sudden crises is 
notoriously slow and clumsy. During 
last year's confrontation with the United 
States over an American spy plane that 
was forced down after a collision with a 
Chinese jet over Hainan island, poor co- 
ordination between Chinese military 
and civilian leaders was blamed for 
making the crisis worse. With war possi- 
ble over Iraq, and the ever-present threat 
of a rise in tension in East Asia, it is im- 
portant that China's army is doing its 
“political work" as well as the white pa- 
per claims it is. 


Vietnamese sort, it will be proof, the 
Americans say, that Vietnamese produc- 
ers are unfairly subsidised and should pay 
a tariff of up to 19096. 

The argument is not entirely ludicrous. 
The Vietnamese government does have a 
stake in several of the main catfish export- 
ers, and its influence must help them se- 
cure financing from state-owned banks, 
for example. Vietnam does not have com- 
petitive markets for land, electricity, trans- 
port or other costs of processing catfish. 
But that, it is argued, makes production 
more expensive than it need be, not less. 
Even the ghostly catfish farmers of India 
doubtless benefit from a fair number of 
non-existent subsidies. Anyway, quibbles 
about distortions of the market are beside 
the point: abundant cheap labour would 
make Vietnamese catfish competitive un- 
der almost any conditions. 

Nevertheless, the commerce depart- 
ment will rule in January, based on con- 
cocted costs of production in some surro- 
gate third country. The Vietnamese 
government is indignant. It points out that 
its booming catfish industry benefits 
America, by cutting costs for consumers 
and boosting demand for American ex- 
ports such as grain for catfish feed. It is 
threatening to launch a suit of its own, 
against subsidised imports of American 
soya beans. Vietnam may be picking up 
protectionist tricks from the capitalists. m 






scorta 
The North and 
the vote 


SEOUL 
A bigissue in the election for president 


OLITICAL analysts in South Korea are 

proving to be unusually wary about 
predicting who will win the presidential 
election on December 19th, so close is the 
contest turning out to be. There are seven 
candidates, but the real battle is between 
Roh Moo-hyun, aged 56, a former human- 
rights lawyer, the choice of the ruling Mil- 
lennium Democratic Party founded by 
President Kim Dae-jung, and Lee Hoi- 
chang, aged 67, a former Supreme Court 
judge, who is standing for the conservative 
Grand National Party. 

Just how many of the country's youn- 
ger voters turn out to vote is likely to be 
crucial to the result. In 1997, a smidgen 
over 6896 of people in their 20s voted, a re- 
spectable figure compared with many 
other countries, but well below the total 
turnout in South Korea of more than 80%. 
In a move to encourage the young, stu- 
dents at some universities this week were 
allowed to vote on campus in advance of 
election day. 

The young, too, may feel that a vote 
could be a gesture of national support for 
the present feeling of anti-Americanism in 
the country. Widespread demonstrations 
have been sparked by the deaths of two 
South Korean schoolgirls who were killed 
by an American armoured vehicle on a 
training exercise in June. In November two 
American soldiers were acquitted by a Un- 
ited States army court of causing the 
deaths through negligence. 

The liberal-minded Mr Roh might ap- 
pear to benefit from the anger against the 
United States. But both Mr Roh and Mr Lee 
have called for the revision of an accord 
that allows the United States legal jurisdic- 
tion over its 37,000 soldiers stationed in 
South Korea. Critics of the accord say the 
soldiers involved in the accident that 
killed the schoolgirls should have been 
tried in a South Korean court. They also 
want President Bush to apologise publicly 
for the deaths of the girls. 

Foreign policy has been a main concern 
of both candidates. Mr Lee has been a 
critic of the government's “sunshine pol- 
icy" of engagement with North Korea. He 
wants to stop financial aid to the North 
while it continues its nuclear-weapons 
programme. Mr Roh favours continuing 
aid and diplomatic exchanges. Domesti- 
cally, the election issues are the state of the 
economy, political reform, clean govern- 
ment and anti-corruption. But the two can- 
didates have been so eager to woo the vot- 


Just a request 


ers that they have moved to centrist 
positions that are difficult for voters to dis- 
tinguish from each other. 

This week, though, worries about the 
North became paramount when a ship on 
its way to Yemen from North Korea was in- 
tercepted carrying Scud missiles. Then the 
North said it was ending a 1994 deal that 
froze operations of its own plutonium-pro- 
ducing reactors in return for fuel oil and 
two less proliferation-prone power reac- 
tors. Oil shipments had been suspended 
last month after North Korea admitted to 
producing enriched uranium too. In past 
elections, incidents involving the North 
have flared up before polling day, high- 
lighting the dangers posed by the unpre- 
dictable state. This time is no different. m 


The Philippines 
That's a promise 


MANILA 
The president starts her campaign to 
hold on to office 


N A tough-sounding broadcast to the na- 

tion, President Gloria Arroyo has sought 
to counter the growing belief that her ad- 
ministration is corrupt and ineffectual. The 
present Philippine government is clearly 
not as bad as that of her predecessor, Jo- 
seph Estrada, who was overthrown by a 
popular uprising nearly two years ago. 
And, apart from rumours of a coup, which 
are persistent but improbable, there is little 
sign that dissatisfaction with Mrs Arroyo 
will lead to her removal from office before 
an election due in 2004. But opinion polls 
indicate that she is likely to lose that elec- 
tion, in large part because of recent corrup- 








tion scandals and a drift in the manage- 
ment of the economy. 

So the president has hit the campaign 
trail early with a recent broadcast that took 
as its premise her contention that the fun- 
damental weakness of the Philippine state 
is that for decades dominant classes 
(which she did not identify) have shaped 
economic policy. There is nothing surpris- 
ing in this analysis. What is surprising is 
that the president seems to believe that, 
given the chance, she can do something to 
address this weakness. Now all she needs 
to dois convince the voters. No doubt they 
listened carefully to her list of promises. 

Mrs Arroyo called for a criminal investi- 
gation of the contract for a new, $657m in- 
ternational terminal at Manila airport. The 
deal left both the government and the Ger- 
man investors who put up most of the 
money feeling cheated, and the president 
has now torn up the contract. She said she 
would abolish a government agency in- 
volved in the construction of a road to no- 
where, just two kilometres of which cost 
$16m, more than three times what critics 
say itshould have. The road is named Pres- 
ident Diosdado Macapagal Boulevard 
after Mrs Arroyo's late father, who was a 
well-regarded president in the 1960s. 

Dealing with another much-publicised 
matter, Mrs Arroyo challenged a congress- 
man, Mark Jimenez, to prove his accusa- 
tion that her justice minister, Hernando Pe- 
rez, extorted $2m from him. Mr Jimenez is 
facing extradition to the United States for, 
the Americans say, making illegal election 
campaign contributions there. A few days 
later, Mrs Arroyo gave Mr Perez a much- 
photographed kiss on the cheek, leaving 
Filipinos to wonder if she had not already 
prejudged the case. 

The president's broadcast sounded de- 
termined on economic matters. Although 
growth is chugging along at 3.8%, the gov- 
ernment deficit is out of control, and inves- 
tors complain of poor infrastructure. With 
tax and customs revenues falling short of 
their targets, Mrs Arroyo warned tax-dodg- 
ers and smugglers that she would see them 
in court. She said a bill to address banks' 
bad debts, once enacted, would free up 
banking resources for more housing and 
other development projects that the gov- 
ernment cannot afford. 

Mrs Arroyo urged Filipinos to stay with 
her as president: “Trust me. You will see 
what serious government can do, as op- 
posed to what a merely popular govern- 
ment just promises.” This was a dig at the 
populist style of Mr Estrada. But she made 
an unashamedly populist promise that 
electricity users in Manila and the sur- 
rounding area would get refunds worth 
tens of millions of dollars. This follows a 
Supreme Court finding that the local elec- 
tricity distributor had been overcharging 
consumers for years. The “dominant 
classes" have been warned. m 
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Australia's aborigines 


A dispute over Mistake Creek 


SYDNEY 





Who should point the finger about the country's early history? 


ITTER stories of aboriginal history 

scooped the top prizes on December 
7th at the Australian Film Institute awards, 
the country's Oscars. Most of the cele- 
brated films were on themes that the con- 
servative coalition government, under 
John Howard, has derided as the "black 
armband" view of Australian history. 
"The Tracker" confronted a tale of a massa- 
cre of aborigines by white authorities in 
frontier Australia; and "Rabbit Proof 
Fence", awarded best film, dealt with the 
"stolen generations" of indigenous chil- 
dren removed by white authorities from 
their families to “save” them from an infe- 
rior life. Phillip Noyce, director of "Rabbit 
Proof Fence", called on Mr Howard to 
apologise to aborigines for Australia's past 
injustices as a Christmas present. 

But Mr Howard has refused to apolo- 
gise. As Australia's film-makers were chal- 
lenging him, its historians were embroiled 
in a parallel controversy over the truth 
about violence in Australia's frontier his- 
tory. It was sparked by "The Fabrication of 
Aboriginal History”, a new book by Keith 
Windschuttle, a historian. Australia’s his- 
torical establishment, he claims, has 
largely fabricated and mythologised the 
notion that British settlement of Australia 
from the late 18th century was a story of 
genocide of its indigenous people. 

His chief target is Henry Reynolds, 
probably Australia’s most influential his- 
torian of frontier Australia, who argues 
that 20,000 blacks were killed during Aus- 


tralia’s frontier era and that a “majority” of 
aborigines have a relative or antecedent 
“who was gunned down, whipped, raped 
or...taken away, often for ever, by white 
people”. Mr Windschuttle also blasts Sir 
William Deane, a former High Court judge 
who served a term as governor-general. Sir 
William publicly apologised to aborigines 
at Mistake Creek, in Western Australia, for 
a colonial massacre of their people by 
whites, an incident that Mr Windschuttle 
claims did not happen. 

Who is right? Mr Windschuttle’s book, 
focusing on Tasmania up to 1847, is the first 
of three volumes based on his trawling of 
colonial archives; he says they invariably 
refute the indigenous oral history on 
which most “orthodox” historians have re- 
lied. He claims the British killed *only" 118 
of Tasmania's original inhabitants, chal- 
lenging the notion that the island's ab- 
origines were all but wiped out in a series 
of "black wars". 

His critics are rallying. But conserva- 
tives have found a champion in Mr Wind- 
schuttle over his assertion that the re- 
ceived view of a blood-soaked Australian 
frontier is a myth "designed to create an 
edifice of black victimhood and white 
guilt". That sounds like Mr Howard talking. 
To which Mr Windschuttle replies that he 
is a former Marxist who once lauded the 
“orthodox” line in his lectures. “I smelt a 
rat. I went to the primary sources and saw 
the whole thing fall apart before my eyes", 
he says. W 


Afghanistan 





Money to burn 


QAL-E-NAW 
The country gets a new currency 


ONKEYS have been carrying unusual 

loads into the market town of Qal-e- 
Naw, in Afghanistan's remote western 
province of Badghis: bundles of unwanted 
banknotes. Qal-e-Naw is one of 47 centres 
where Afghani notes have been arriving 
from remote villages, sometimes travelling 
through snowy mountains for several 
days. After being dyed pink or green to 
make sure they remain out of circulation, 
the notes are counted and passed along à 
chain of men who dump them in a fur- 
nace. Since October 7th, Afghan authori- 
ties have been replacing the old currency 
with crisp new notes, printed in Europe 
and including the latest security features. 
The value of the afghani, which plunged to 
70,000 to the dollar in November, has 
now stabilised at around 45,000. 

The central bank in Kabul has ordered 
27.9 billion new afghanis, about half of 
which will be kept in reserve. The new 
money is being distributed in a country 
without a banking system, where decent 
roads exist only in memory and security is 
dicey. The operation makes the introduc- 
tion of the euro look like a walk in the park. 
Much of the money has been dispatched 
by air, but bad weather, spats with air-traf- 
fic control and insurance headaches over 
the planes and helicopters leased for the 
occasion mean that distribution has been 
delayed. Queues of Afghans waiting of 
their new cash have been getting longer. 
Now the deadline for exchanging old 
money for new has been postponed until 
early January. 

Until now, at least three different af- 
ghanis have been coexisting: one version 
printed by the former government of Bur- 
hanuddin Rabbani and then used by the 
Taliban; another produced while the Rab- 
bani government was in exile; and a third 
printed by Abdul Rashid Dostum, a war- 
lord based in northern Afghanistan. Dur- 
ing the 1990s, printing money was the 
method of choice to pay government bills, 
and it is unclear how much of this money 
is circulating. 

New notes should make life literally 
less of a burden for Afghans, who have 
had to carry ever-heavier wads of cur- 
rency asitlostits value. The new afghani is 
worth 1,000 old ones (except for the Dos- 
tum version, worth half). And the unfor- 
giving Afghan winter has been made a bit 
warmer for central bank employees, who 
destroy the old notes by shredding them 
and use the bits to heat their homes. 8 


United States 


George Bush's economic team 


Let it Snow 


WASHINGTON, DC 





An efficient palace coup—and, almost immediately, an old economic debate opens 


upin the Republican Party 


EORGE BUSH capitalised swiftly on 

his extraordinary victory in the mid- 
term elections by trying to fix his adminis- 
tration's biggest liability: his economics 
team. On December 6th, Paul O'Neill, the 
treasury secretary, and Larry Lindsey, the 
chief economic adviser, were given the or- 
der of the boot. (The kicker in Mr O'Neill's 
case was Dick Cheney, an old friend who 
had been responsible for hiring him in the 
first place.) The White House then rapidly 
named John Snow as treasury secretary, 
hinted that it wanted Stephen Friedman as 
economic adviser and pulled in William 
Donaldson, a veteran banker, to head the 
Securities and Exchange Commission. 

All very efficient and vicious. Yet, 
nearly a week later, the White House is be- 
ginning to look a little less omnipotent. 
Mary Landrieu, Louisiana's Democratic 
Senator, survived a frontal assault from 
the Bush machine to win re-election (see 
next story). Now Republicans are feuding 
about economic policy—with Mr Fried- 
man’s appointment still in doubt as The 
Economist went to press. 

Few in the White House are mourning 
the passing of Messrs O'Neill and Lindsey. 
Mr O'Neill never grasped the first rule of 
his job: that words have consequences. His 
straight talk was refreshing but irresponsi- 
ble. Mr Lindsey’s constituency never ex- 
tended beyond right-wing think-tanks to 


the rather more important worlds of Wall 
Street and corporate America. His manage- 
ment skills within the Treasury also seem 
to have been rather weak. 

Mr Snow is not without his drawbacks. 
He comes from the same corporate world 
as Mr O'Neill and Mr Cheney. csx, the 
company that he headed, makes Mr 
O'Neill's Alcoa look like a tiger by compari- 
son. The two most impressive numbers in 
the railroad's accounts are Mr Snow's com- 
pensation (which recently took a quantum 
leap) and its embarrassingly low tax pay- 
ments. On the other hand, the White 
House is probably right to claim that Mr 
Snow will be a better communicator than 
Mr O'Neill, and a better team player. 

The business of recruiting the other 
half of the economic team has been less 
than happy. Over the weekend the White 
House floated the name of Stephen Fried- 
man, a former co-chairman at Goldman 
Sachs. But this immediately provoked a 
storm of protest from the tax-cutting right, 
led by Stephen Moore, head of the Club for 
Growth. Mr Friedman is a deficit hawk: he 
even sits on the board of the Concord Co- 
alition, a bipartisan group that crusades 
against federal budget deficits. Indeed, the 
tax-cutters note sourly that some of the 
strongest support for Mr Friedman's ap- 
pointment has come from Democrats such 
as Jon Corzine, a senator for New Jersey 
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and a former successor of Mr Friedman's 
at Goldman Sachs, and Leon Panetta, Bill 
Clinton’s former chief of staff. 

The fervent Republican tax-cutters sus- 
pect that Mr Snow also belongs to the defi- 
cit-hawk wing of their party. True, Mr 
Snow was an active member of Jack 
Kemp's tax-reform commission in 1995, 
which argued for both a reduction of tax 
rates and a simplification of the code. But 
he also led a campaign by the Business 
Roundtable, a pressure group for the 
bosses of the country's largest companies, 
to reduce the deficit The supply-siders 
worry that the coup at the Treasury is 
about more than just personnel; Mr Bush 
may be losing his tax-cutting zeal. 

The White House insists Mr Friedman 
will come through, despite the criticism. 
The appointment will still, though, be de- 
layed as he deals with potential conflicts 
of interest coming from his investments; 
there are also questions about his health. 
But the alacrity with which the tax-cutters 
seized on the issue demonstrates the scale 
of the debate about the economy. 

Early next year the White House plans 
to introduce a stimulus package with a 
price tag of $250 billion-300 billion over 
ten years. This is likely to accelerate cuts in 
personal income taxes and reduce cor- 
porate dividend taxes paid by individual 
investors. It comes on top of last year's cuts 
in income-tax rates, and is very much in 
line with Mr Bush's pledge to govern, 
above all, as a conservative president. 

But tax cuts are encountering growing 
opposition in Washington. The Democrats 
are inevitably the loudest critics. They too 
have their divisions (notably about public 
spending), but they seem to be rallying 
around the idea that Mr Bush's obsession 
with making the tax cuts permanent is 
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> poor economic policy. They also think that 
this provides their party with their best 
chance of denying Mr Bush a second term. 

In private, a growing number of Repub- 
licans have the same fears. Indeed, an old 
civil war seems once again to be under 
way in the party—between the supply-sid- 
ers, who came to prominence in the 19805, 
and more traditional conservatives, who 
put much more emphasis on good house- 
keeping and regard the supply-siders as 
purveyors of *voodoo economics". 

The casus belli is also a familiar one: a 
ballooning deficit. When Mr Bush came to 
office, the federal government projected a 
decade of huge surpluses ($5.6 trillion in 
all), so the president's call for giving people 
back some of their *overcharge" seemed to 
make perfect sense. Since then revenues 
have slumped dramatically, thanks to a 
combination of a weak economy and gen- 
erous tax cuts, and expenditure has ex- 
panded dramatically, not least because of 
the war on terrorism. 

Last week the Congressional Budget 
Office unveiled some deficit projections 
for George Voinovich, a Republican sena- 
tor for Ohio. If the recent tax cuts are ex- 
tended indefinitely, and if spending con- 
tinues to grow at the rate of the past five 
years, the total budget deficit will amount 
to $2.9 trillion over the coming decade— 
and that figure rises to $5.4 trillion if you 
exclude the Social Security surplus. 

Things may get even worse. Both par- 
ties have promised new prescription-drug 
benefits for the elderly, which could cost 
the government a fortune. And the huge 
baby-boom generation is starting to retire 
and collect Social Security and Medicare. 
Without radical changes to these two pro- 
grammes the budget deficit could be out of 
control in a decade's time. 


Which way will he go? 

On the face of it, Mr Bush now has to 
choose between two different solutions. 
The supply-siders say more tax cuts will 
boost economic growth which will boost 
tax revenues. A few short-term fiscal pro- 
blems are a price worth paying for long- 
term growth. The deficit hawks stick to the 
view that reigned at the Treasury under 
Robert Rubin (another Goldman man): 
that deficits mess up the government's fi- 
nances and damage long-term prospects 
for growth by crowding out private invest- 
ment. 

Mr Snow inherits an agenda that has 
largely been shaped by the supply-siders. 
Mr Bush merrily changed his rationale for 
his tax cuts when the economy tanked— 
from returning the “overcharge” back to 
the people to putting spending power 
back into people's pockets in order to 
boost growth. But the political logic has re- 
mained the same throughout: to avoid his 
father's humiliating fate by shoring up 
support on the right. Mr O' Neill partly lost 


his job because he was insufficiently sym- 
pathetic to the tax-cutting agenda. 

There is one way out. If Mr Bush is seri- 
ous about tax cuts and dealing with the 
deficit, he could still deliver both by dra- 
matically cutting spending. Throughout 
the 2000 campaign he said that he wanted 
to impose discipline on the budget by 
overhauling Medicare and Social Security. 

It will be very difficult. Discretionary 
spending has been growing at 8% a year. 
Most Republicans in the recent elections 
dodged the question of Social Security pri- 
vatisation, and emphasised extending pre- 
scription-drug benefits. But there remains 
the possibility that for a tax-cutting presi- 
dent to appoint budget hawks to such se- 
nior positions is less a sign of intellectual 
confusion than itis a sign that he intends to 
be more serious than his predecessors 
about tackling runaway public expendi- 
ture. He had better start quickly. m 


The Louisiana Senate race 


Sweet success 


NEW ORLEANS 


Asugar-coated win for Mary Landrieu 


EGATIVE advertising has its uses. It 

was ads mocking the stately Washing- 
ton home of Mary Landrieu, Louisiana's 
Democratic junior senator, that forced her 
into a run-off after November's election. 
But on December 7th, when the run-off 
took place, the relentless attacks seemed to 
have backfired. Ms Landrieu prevailed, 
52% to 48%, over an opponent who tried to 
depict her as a tax-happy liberal. 

Southern gentility found no place in 
this campaign. In a televised debate a few 
weeks ago, Suzanne Haik Terrell, the Re- 
publican, accused Ms Landrieu of forsak- 
ing her own Catholicism to support abor- 


Mary did not disappoint her family 


tion rights. Afterwards, Ms Landrieu 
huffily told Ms Terrell, “This will be your 
last campaign," and then stormed out of 
the studio. At that moment, it hardly 
seemed possible that the race could degen- 
erate any further. 

But it did, and largely at the Terrell 
camp’s instigation. In one radio ad, a narra- 
tor called Ms Landrieu a disappointment 
to her prominent political family. In an- 
other, a Bill Clinton soundalike touted the 
incumbent senator as a reliable vote for 
liberal causes. And although encouraging 
voters to go to the polls is part of Ms 
Terrell'sjob, her party tried to depress turn- 
out among the Democrats' key backers. 

Trying to exploit a rift between Ms Lan- 
drieu and Cleo Fields, a well-known black 
leader, the Republicans hired black work- 
ers to wave signs declaring, "Mary, if you 
don't respect us, don't expect us." Worse 
still, the Landrieu camp said, someone cir- 
culated a misleading flyer in black neigh- 
bourhoods, claiming that people who 
didn't want to vote on Saturday could go to 
the polls on Tuesday. 

All these efforts failed, much to the sur- 
prise of political experts who had seen Ms 
Landrieu as a goner. The challenger had 
gained campaign cash and political mo- 
mentum from visits by George Bush, Dick 
Cheney and other Republican luminaries. 
But the incumbent responded to attacks 
more aggressively than she had done in 
the primary. She also appeared frequently 
with Senator John Breaux, an immensely 
popular Louisiana Democrat, made 
friends with Mr Fields and other black 
leaders, and touted endorsements from lo- 
cal politicians, some of them Republicans. 

Ms Landrieu also found an effective 
wedge-issue in the last week of the cam- 
paign. A Mexican newspaper reported that 
Mr Bush had agreed to allow more sugar 
from that country into the United States. 
Ms Landrieu said this policy (which the 
White House denied approving) would 
hurt Louisiana's sugar-cane farmers, and 
promised to fight it. Her sudden embrace » 





v 


of protectionism was a bit hypocritical, 
since she and other Louisiana Democrats 
have scorned Mr Bush’s decision to im- 
pose tariffs on the foreign steel that moves 
through the state's ports. But the ploy 


worked. Her rival—who had pledged un- 


wavering support for Mr Bush's policies— 
was left haplessly claiming that she would 
help sugar-growers too, and Ms Landrieu 
won big in sugar country. 

In the days after the election the re- 
criminations began. Ms Terrell's Washing- 
ton consultants, people said, had no idea 
how to run a campaign in Louisiana. The 
state's voters, after all, have not sent a Re- 
publican to the Senate since the 1880s. The 
party annoyed its own loyalists with too 
many Yankee "robo-calls" reminding 
them to go to the polls. 

There may be some truth in all this. 
Once the Republicans had manoeuvred 
Ms Landrieu into a run-off, this Senate seat 
was theirs to lose. And they seem to have 
lost it by putting people off. m 


A suit in dispute 
Houston, we have another problem 
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Shepard and John Glenn, he was not in- 
vited to meet President Kennedy. 

Grissom was cleared by NASA, but 
rumours that he had accidentally blown 
the door off dogged him for the rest of 
his life. A further blow to his reputation 
came with Tom Wolfe's book "The Right 
Stuff", in 1979, which por- 
trayed him as a grunting, skirt-chasing 
boozehound. Friends remember him as 
an engineer, war hero and brave astro- 
naut, who declared that “the conquest of 
space is worth the risk of life". 

Though 


beanie tania chord ea 
naming his second spacecraft Molly 
Brown, after the unsinkable character of 
the Broadway play, he threatened to call 
it Titanic instead. He further irked the 
boffins by eating a smuggled corned- 
beef sandwich aboard the spacecraft. 
Grissom and two colleagues were 
killed in a test of the Apollo spaceship in 


A Pandora’s box 


NEW YORK 
Politicians are nervous about opening 
it—for all the wrong reasons 


HIRTEEN years ago a woman jogging 

in Central Park was raped, battered and 
left for dead. Five black and Latino teen- 
agers were convicted of the crime, though 
they maintain their confessions were co- 
erced. A year ago another man, a convicted 
rapist and murderer who is serving a life 
sentence in jail, admitted to the crime, and 
his DNA matches the samples found at the 
scene. On December 5th the Manhattan 
district attorney said that the charges 
against the five should be dropped. 

Last week DNA evidence also came to 
the rescue of Gene Bibbins and Amos 


It suited him 


1967. Now a new row has emerged. 

In 1990, his widow, Betty, who has 
long been resentful of the second-class 
treatment of her husband, loaned his 
spacesuit to the Astronaut Hall of Fame 
in Florida. The museum went under ear- 
lier this year and was taken over by new 
management. But when Mrs Grissom 
asked for the return of the suit, NASA 
stepped in, claiming that it remains 
agency property, and blocking its return 
to the family. Mrs Grissom has vowed to 
fight, and may pursue legal action. Per- 

somewhere in the space he once 
explored, Gus Grissom is looking down 
and laughing at how, after all these 
years, he can still stir things up on earth. 





King. The former, a convicted rapist, had 
already served 16 years of alife sentence in 
Louisiana when he was exonerated on De- 
cember 6th. On December 2nd Mr King, 
who has spent 25 years on death row in 
Florida, had eaten his last meal when Jeb 
Bush issued a stay of execution. Mr King’s 
lawyer, Barry Scheck, managed to con- 
vince the governor that analysis of DNA 
evidence would prove the convicted rapist 
and murderer's innocence or guilt one way 
or the other. Mr Bush agreed to wait an- 
other 30 days to see. 

Since 1989, when a DNA sample was 
first produced as evidence after a convic- 
tion, 117 prisoners have been exonerated, 
12 of them on death row. The number has 
been creeping up: there were 23 exonera- 
tions last year, compared with four in 1993. 
Nina Morrison, the director of the Inno- 
cence Project, a charity that was involved 
in both Mr King's case and that of the Cen- 
tral Park five, claims that many more peo- 
ple should have been let off. “For every 
revelation of someone's innocence, there 
may be ten more where DNA evidence 
isn't available or was destroyed," she says. 

Nobody disputes how useful DNA is in 
detective work. No two people have the 
same DNA, except identical twins. You can 
get DNA samples from all sorts of things— 
hair, skin cells, semen, blood. The saliva on 
a smoked cigarette or the perspiration on à 
baseball cap may be enough. Some 44 
states now have DNA databases, and the 
FBI also has its own growing genetic li- 
brary. Virginia's DNA databank, for exam- 
ple, has genetic profiles for almost 
200,000 felons and has helped capture 
more than 1,000 violent criminals in 
seemingly hopeless cases. 

So why is DNA used so little in appeals? 
Partly because it is hard to get. Good DNA 
material is available in only one in five fel- 
ony cases: often there is not enough DNA 
for a sample, or it is old or contaminated. 
Anditis not necessarily proof of guilt orin- 
nocence. You can commit vicious crimes 
without leaving physical evidence behind 
(as some argue the teenagers did in the 
Central Park rape case). 

Although DNA tests back up convic- 
tions roughly half the time, politicians 
have been slow to embrace a tool that has 
mainly hit the headlines when it has re- 
vealed miscarriages of justice. As recently 
as 1999, only two states had laws allowing 
postconviction DNA tests. Twenty-six 
have such laws now, but many impose ar- 
bitrary restrictions. In Kentucky, only in- 
mates on death row qualify for a post-con- 
viction DNA analysis. And getting such 
analysis is a haphazard business. Mr 
King's reprieve was the result of a month- 
long campaign, at the end of which Mr 
Scheck (who defended O.J. Simpson) in- 
veigled his way into the governor's office. 

Cost plays a part. Laboratory tests on 
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Code of justice 


> sands of dollars. But the main reason 


seems to be fear. For law-enforcers, DNA 
analysis is a Pandora's box: each new 
"criminal" proved innocent opens up 
more doubts about the system that con- 
victed him. The New York Police Depart- 
ment is now facing plenty of questions 
about the Central Park case. 
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Some troubling patterns have emerged 
from the exonerations. The wrongly con- 
victed are disproportionately poor and 
black (even when compared with the pri- 
son population as a whole). Some 60 of 
the first 82 people to be let off were con- 
victed on the basis of eyewitness identifi- 
cation. In more than half the cases there 
was evidence of police or prosecutorial 
misconduct, such as manipulation of con- 
fessions and the withholding of key evi- 
dence from the defence. Other common 
problems are incompetent court-ap- 
pointed defence lawyers, fraudulent scien- 
tific evidence and bogus testimony from 
jail “snitches” who have been bribed. 

One answer is the proposed Innocence 
Protection Act. The bill would set a na- 
tional standard for legal representation, re- 
quire states to preserve evidence and en- 
sure that any criminal has the right to a 
DNA test if it could prove his innocence. 
The states will be allowed to implement 
these standards as they see fit, but the bill 
provides money for it. It stands a good 
chance of passing: more than half of the 
House and a third of the Senate supported 
it before the November election. = 





Terrorism and the law 


Hard to defend 


Cases now in the courts show how sorely proper anti-terrorist laws are needed 


p IS hard to imagine that America would 
look kindly on a foreign government that 
demanded the right to hold some of its 
own citizens in prison, incommunicado, 
denying them access to legal assistance for 
as long as it thought necessary, without 
ever charging them with a crime. Never- 
theless, that is the position that George 
Bush's administration has tried to defend 
in the courts with regard to American citi- 
zens whom it has deemed to be *enemy 
combatants”. So far it has had mixed suc- 
cess in persuading the judges that such ex- 
treme measures are needed. 

Most European countries have passed 
modern anti-terrorism laws, which typi- 
cally give police greater powers than in 
normal cases but still give suspects basic 
rights such as access to lawyers. America 
has no such code of conduct. So the extent 
of Mr Bush's powers will be determined 
by two enemy-combatant cases currently 
working their way through the federal 
courts; they should reach the Supreme 
Court some time next year. 

The two enemy combatants, Jose Padi- 
lla and Yaser Esam Hamdi, are both in sol- 
itary confinement. They seem to raise dif- 
ferent issues. Mr Padilla, known as the 


dirty bomber, was originally detained by 
federal agents upon arrival at Chicago's 
airport not as a criminal, but as a “material 
witness" in a New York grand-jury probe 
of terrorism. Several weeks later, instead 
of charging him with a crime, the federal 
authorities had Mr Bush sign a declaration 
that the American citizen was an “enemy 
combatant" and handed him over to the 
armed forces. 

Mr Hamdi, by contrast, reportedly sur- 
rendered to Northern Alliance troops in 
Afghanistan and was subsequently trans- 
ferred to American custody there, and then 
to America's base at Camp X-Ray in Guan- 
tanamo Bay in Cuba, where hundreds of 
non-American detainees are being held. 
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Upon discovering that Mr Hamdi was 
born in Louisiana and had not renounced 
his American citizenship, the government 
moved him to a naval brig in Virginia. 

The two cases have now been taken up 
by civil-liberties groups (who seem to be 
recovering some ground in America—see 
chart). Federal judges have agreed that the 
courts should show “deference” to the ex- 
ecutive branch's decisions in a time of cri- 
sis, but even avowedly conservative 
judges have found some of the govern- 
ment's claims hard to swallow. 

Earlier this month a federal judge in 
New York issued a 102-page ruling that Mr 
Padilla should have access to a defence 
lawyer who has been trying to see him for 
months. Government lawyers are ex- 
pected to appeal against that ruling, as 
they have already done against a similar 
one by a federal judge in Virginia who 
granted Mr Hamdi access to the local pub- 
lic defender. The appeals-court ruling in 
Mr Hamdi's case is expected any day. 

The federal-district judges in both cases 
are conservative Reagan appointees. And 
the Fourth Circuit Court of Appeals now 
reviewing the Hamdi case for the third 
time is widely considered the most politi- 
cally conservative in the country. But even 
its chief judge, Harvie Wilkinson, who 
largely sided with the government in ear- 
lier hearings, believed the idea that any 
American citizen could be detained indefi- 
nitely without charges or counsel on the 
government's whim was a "sweeping pro- 
position". He refused the government's re- 
quest to dismiss the case out of hand. 

In the face of judicial scepticism, the 
government has retreated somewhat. It 
now concedes that the federal courts have 
some right to review the detentions, but it 
has insisted that this review should be 
minimal and that enemy combatants 
should not have access to a lawyer be- 
cause of the danger that they may pass in- 
formation or signals to other al-Qaeda 
agents. Michael Mukasey, the judge in the 
Padilla case, has dismissed that concern as 
"gossamer speculation" and ruled that, 
unless Mr Padilla has access to a lawyer, he 
hasno way to mount a proper challenge to 
his detention. 

Mr Bush's lawyers are not in headlong 
retreat. Mr Mukasey decided that, because 
of a resolution passed by Congress after 
the September 11th attacks, the president 
did have the authority to hold alleged ene- 
my combatants without charging them 
with a crime. And civil-liberties groups are 
pessimistic about the chances of the Su- 
preme Court's conservative majority im- 
posing many curbs on the government's 
anti-terrorism efforts-especially as the 
court has a long history of deferring to the 
executive branch in times of war. 

All the same, it is hard to believe that 
the judges will endorse Mr Bush's widest 


claim-that he has the power to put any » 





» American citizen, apprehended any- 
where, in the same legal limbo as the non- 
American detainees in Cuba's Guanta- 
namo Bay (which one federal judge has al- 
ready ruled is outside the federal courts' 
jurisdiction). A task-force of the American 
Bar Association has combed through the 
government's legal arguments and re- 
jected most of them, especially its claim 
that a 1942 Supreme Court judgment en- 
dorsing the military trial and execution of 
Nazi saboteurs gives it the right to hold 
American citizens indefinitely. 

In the sabotage case, the task-force 
points out, though the defendants were 
tried by military tribunal, they were 
charged with a crime, had access to law- 
yers and were put on trial. *No one wants 
to let terrorists go," says Neil Sonnett, the 
head of the task-force. “But there has to be 
some way for these people to say, 'It's not 
me, I'm the wrong guy’.” The task-force 
calls for Congress to come to an agreement 
with the administration on explicit rules to 
apply to enemy combatants. If America is 
to fighta war against terrorism, it probably 
needs proper anti-terrorism laws. 8 


Endangered species 


Mormons and genetics 


The heretic 


SEATTLE 
A Mormon mentions the 
unmentionable 


T Book of Mormon, the founding 
document of the 11m-strong Church of 
Jesus Christ of Latter-Day Saints, promul- 
gates a notion that most non-Mormons 
find absurd: thattoday's Native Americans 
are descendants of lost Israelites who 
wandered across the Atlantic thousands 
of years ago. Those Israelites, the Book of 
Mormon claims, split into two tribes, the 
fair-skinned Nephites and the dark- 
skinned Lamanites. In time the Nephites 
were wiped out, but the Lamanites sur- 
vived, becoming the Native Americans 
who were encountered by European ex- 
plorers and settlers in the New World. 
Now a devout Mormon, too, has sug- 
gested that this is nonsense, landing him- 


OP black-foot is back 


CONATA BASIN, SOUTH DAKOTA, AND SYBILLE CANYON, WYOMING 


A predator that ranchers seem to like 


TE Conata Basin, in South Dakota's 
badlands, is parched, scrubby and 
desolate—hell for humans, but heaven 
for black-footed ferrets. This resilient 


s several times been 
declared extinct; now it is making a 
tremulous comeback. 

The black-footed ferret got into trou- 
ble because, unlike its European cousins, 
it likes eating only one thing: prairie 
dogs. Although smaller than the rodent, 
the dogs down their holes. But its dinner 
(and lunch and breakfast) has been dis- - 
appearing rapidly, killed by ranchers 
and a form of bubonic plague that also 
affects the ferrets. Now prairie dogs oc- 

cupy only 2% of their original habitat. 

ju 1980, after another extinction 
scare, a small population of black-footed 
ferrets was found in Meeteetse, Wyo- 
ming. In 1986, the worst, biolo- 
gists kidnapped 18 of them for a 
captive-breeding programme. Every 
black-footed ferret alive today is a de- 
scendant of one of seven of these ferrets. 

So far scientists have bred 4,000 fer- 
rets and introduced 1,000 into the wild. 
The main breeding centre, in Sybille 
Canyon, Wyoming, has “precondition- 
ing" classes for the young "kits" in 
wood-and-wire pens built over prairie- 





dog burrows. "It takes them a few weeks 
to get acclimatised," says Bill Perry, a For- 
est service biologi "Rat.onicn thad do, 
they become killing machines." 


Ranchers protested the re- 
introduction of wolves, but they rather 
like the ferrets; anything that eats prairie 
dogs can’t be that bad. Disease remains a 
constant threat, though researchers are 

on a vaccine for the plague. An- 
other cloud on the horizon: the prairie 
dog could be declared a “threatened spe- 
cies”, which might make the ferret pro- 
gramme hard to justify. But for the 
moment the scientists are pushing 
ahead, undaunted. A new, $7m breeding 
centre is being built in Fort Collins, Colo- 
rado, to replace the cramped one in Sy- 
bille Canyon. 


self in very hot water. Thomas Murphy, a 
35-year-old instructor at a community col- 
lege north of Seattle, asserts in a paper 
published earlier this year that genetic evi- 
dence shows that modern Native Ameri- 
cans are descended not from Mediterra- 
nean peoples, but from early Asians 
migrating over a land bridge near Alaska. 
To believe otherwise, says Mr Murphy, is 
akin to believing the world is flat. He 
thinks that the Book of Mormon itself— 
discovered through divine intervention, 
Mormons believe, and therefore unim- 
peachable-is “19th-century fiction". 

Salt Lake City is not amused. Early in 
December, Mr Murphy faced excommu- 
nication, a fairly common punishment for 
members who question church doctrine. 
But a growing media storm and a flurry of 
planned rallies in support of the heretic 
apparently caused church leaders to think 
twice. At the last minute, the excommu- 
nication hearing was postponed. 

Mr Murphy does not claim to be an ex- 
pert on DNA analysis: he says his conclu- 
sions about Native American origins were 
something of an afterthought in his re- 
search into the church. And church de- 
fenders insist that the Book of Mormon 
does not specifically state that all modern 
tribes are descended from the Lamanites. 
"Of course North America was broadly 
populated by people from Asia," says Dan- 
iel Peterson, a professor at Brigham Young 
University. "That doesn't mean that a few 
very small migrations-numbering fewer 
than 100 people-couldn't have come in 
through a different route." 

Forcing critics to prove a negative is a 
common tactic for the church's defenders. 
A century ago, for instance, its belief that 
human-made mounds in the eastern Un- 
ited States were the work of the Nephite 
and Lamanite tribes was widely discred- 
ited by the nascent science of anthropol- 
ogy. But to this day the mounds are revered 
within the church. It has also gone through 
strenuous intellectual gymnastics to prove 
that the elephants and other animals de- 
scribed in the Book of Mormon existed at 
the time of the North American occupa- 
tion by the Israelite tribes. None of this is 
supported by modern palaeontology. 

But it is vital for the church to hold firm 
on such points. Much of the appeal of the 
Mormon religion is its straightforward nar- 
rative, says Jan Shipp, a professor of reli- 
gious studies at Indiana University-Pur- 
due University in Indianapolis. That 
narrative includes the belief that the Book 
of Mormon came straight from 100lb 
(45kg) of gold plates, inscribed in a sort of 
faux-Egyptian by the ancient Nephites, 
which were discovered in the early 1800s 
in New York state and translated by the 
church's founder, Joseph Smith, at the di- 
rection of an angel. It is hardly science or 
history; but then the same might be said of 
other great religious books. 8 
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Lexington | Beyond the pale 





The Republicans should replace Trent Lott as their leader in the Senate 





N 2000, the jibe went, the Republican Party convention in 

Philadelphia was like a basketball game: everyone onstage was 
black and everyone in the audience was white. Cynics said the 
party would do anything to win black and Latino votes. But 
there was a simpler explanation. Republicans wanted to show 
themselves friendly to minorities because they have actually be- 
come more colour-blind, more like the party of Lincoln again. 
George Bush has followed up by reaching out to Latino voters, 
appointing blacks to prominent positions, and so on. 

And now, just as the Republican family seems on the point of 
convincing everybody of its respectability, along comes Trent 
Lott—like the mad wife in the attic whom everyone has been pre- 
tending isn't there. At the 100th birthday party for Senator Strom 
Thurmond of South Carolina, Mr Lott, the Republicans' leader in 
the Senate, said: “When Strom Thurmond ran for president, we 
[in Mississippi] voted for him. We're proud of it. And if the rest of 
the country had followed our lead, we wouldn't have had all 
these problems over all these years, either." 

What? When Mr Thurmond ran for president in 1948, he did 
so on an explicitly racist ticket. "We stand for the segregation of 
the races and the racial integrity of each race," ran his party's 
manifesto. That was the period of the Jim Crow laws, America's 
apartheid. Blacks had separate schools, separate towns, separate 
drinking fountains. Their votes were ignored. They did not have 
the protection of the law. Mixed marriages were illegal. In 1948 
Mr Thurmond stood for the continuation of this system: "There's 
not enough troops in the army to force the southern people to 
break down segregation and admit the Negro race into our 
swimming pools, into our homes and into our churches." 

Many white southerners have struggled with the legacy of 
slavery and racism. Those that deserve respect changed their 
views. Mr Thurmond sent his daughter to an integrated school. 
He promoted the careers of black officials in his office and state. 
This does not make his 1948 views less repugnant, but he does 
not express nostalgia for Jim Crow now. 

So what can be said in Mr Lott's defence? His initial explana- 
tion was that everybody else was seeing something that really 
was not there. "Senator Lott's remarks," his spokesman said, 
“were intended to pay tribute to a remarkable man who led a re- 


markable life. To read anything more into these comments is 
wrong." 

This was disingenuous. Mr Lott did more than merely praise 
Mr Thurmond. He could have done that without expressing 
pride in segregation. He actually said that America would have 
been better off had Mr Thurmond won the presidency. In other 
words, if the rest of the country had followed Mississippi's lead, 
America would not have had the civil-rights acts guaranteeing 
blacks the right to vote and would not have had the Brown v 
Board of Education decision desegregating schools. Mr Lott's 
words suggest he regards these reforms as "problems". 

Once the inadequacy of the first response became clear, Mr 
Lott put out another statement: ^A poor choice of words con- 
veyed to some the impression that I embraced the discarded 
policies of the past. Nothing could be further from the truth, and 
I apologise to anyone who was offended by my statement." So, 
yes, the words could mean what they appeared to mean, but it 
was all a terrible mistake by the senator, the product of clumsy 
extemporising. 

As an apology, this was better, if hardly a ringing endorse- 
ment of racial equality. But as an explanation, it left much to be 
desired. Mr Lott cannot reasonably claim the problem was just 
“a poor choice of words". The words were crystal clear. He said 
pretty much the same thing about Mr Thurmond's 1948 cam- 
paign at a rally for Ronald Reagan in 1980. 

Nor can a son of Mississippi plausibly claim to be ignorant of 
the implications of Mr Thurmond's old stance, or to be unaware 
of how others would understand his remarks. Mr Lott's record 
does not give him a reserve of good faith on racial matters from 
which to draw. Four years ago, it was revealed Mr Lott had writ- 
ten a regular column for, and spoken at meetings of, the Council 
of Conservative Citizens. This is a group which says its “particu- 
lar emphasis is the protection of the expressive rights of the mil- 
lions of Americans of British and European descent who hold 
conservative views on racial and ethnic relations". 

Other southern conservatives of Mr Lott's generation in Con- 
gress, such as Tom DeLay and Dick Armey, do not have problems 
like this. The hard fact is that Mr Lott's comments last week were 
the nearest any senior American politician has got to praising 
segregation for years. In a country where the charge of racism is 
often thrown around far too easily, his remarks, even if they 
were a genuine mistake, crossed the line. 


Southern man, don't forget what your good book said 

What should be done? As The Economist went to press, a clearly 
panicking Mr Lott finally appeared on television and radio ad- 
mitting his remarks were "terrible" and "insensitive". That 
should not prevent him from formally apologising to the Sen- 
ate—or being forced to do so by a censure motion. 

The Republicans, surely, have to be more brutal. In a few 
weeks, Mr Lott is due to become leader of the Senate again—the 
public face of their party in Congress. How on earth can Mr Bush 
win over minority voters with such a figure by his side? The Re- 
publican Party actually stands on the sensible side of the argu- 
ment in plenty of racially-charged debates, including welfare 
reform and affirmative action. Decent laws and initiatives will 
now face accusations of bad faith and bias. As a senator, Mr 
Lott's fate must rest with Mississippi's voters. But as leader of the 
Senate, it rests with his Republican colleagues. For their sake, he 
should go. @ 
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Venezuela's stand-off 
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Amazing shrinking president 


CARACAS 


The seemingly unstoppable force of an opposition strike meets the immovable 


object that is President Chavez 


A GUERRA, an 18-year-old student, 
died with a bullet in her head when a 
gunman opened fire in the Plaza Francia, a 
Caracas square that has become the sym- 
bol of the Venezuelan opposition's strug- 
gle to oust President Hugo Chavez. With 
her died a street trader and a university 
teacher, while nearly 30 people among the 
large crowd were wounded. Their deaths, 
on December 6th, gave a new momentum 
to a general strike begun four days earlier. 
This week, oil exports, the lifeblood of 
Venezuela, were largely halted. Refineries 
shut down, and ports and airports were al- 
most at a standstill. Petrol was in short sup- 
ply throughout the country. Those who 
could afford to were stockpiling food. 

Support for the strike has gone far be- 
yond Mr Chavez's long-standing oppo- 
nents in private business, the trade unions, 
the media and the Church. Groups not 
normally known for their militancy, in- 
cluding merchant navy officers, shipping 
pilots, and even tax collectors and some 
supreme court judges, have joined the 
peaceful but noisy protests. Most of the 
country, it seems, has decided that it has 
had enough of Mr Chavez and four years 
of his "Bolivarian Revolution", a gaseous 
concoction of populist nationalism and 
presidential high-handedness. 

The strike was called because Mr Cha- 
vez blocked a consultative referendum on 
his rule (even though the opposition had 
gathered the requisite signatures for this) 
or an early election. "Even if 90% vote 
against me, I won't resign," he said. He ar- 


gues that the opposition should wait until 
next August, the mid-point of his current 
term, when the constitution allows a bind- 
ing recall referendum on his rule. 

In the wake of the Plaza Francia killings, 
the opposition has hardened its stance. 
Now it wants the president either to resign 
altogether, or to call early elections and 
then resign if he wishes to stand again. For- 
eign diplomats, including those of the Un- 
ited States, have begun to back the call for 
an early election. 

The government insists, implausibly, 
that the strike is having little effect. Even so, 
Mr Chavez at first refused to allow his rep- 
resentatives to return to talks chaired by 
Cesar Gaviria, secretary-general of the 
Organisation of American States, until it 
was lifted. This week, under increasing 
diplomatic pressure, he relented. But he in- 
sists on calling the negotiations “a dia- 
logue". And rather than offer any propos- 
als to break the deadlock, his nominees 
have adopted delaying tactics. 


Provoking violence 

The opposition remains deeply suspicious 
of the president's intentions. The govern- 
ment's radical faction (known as “the Tali- 
ban") led by Mr Chavez himself, has 
seemed to relish a showdown. He still re- 
tains the diehard support of perhaps 20% 
of Venezuelans, and more in some Caracas 
shantytowns. He has a tighter grip on the 
key army commands (though not neces- 
sarily the middle ranks) than he had when 
he was briefly overthrown by a coup in 
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April. The radicals calculate, rightly, that 
the opposition was discredited by the 
coup. So they seem to be doing all they can 
to provoke the opposition into violence, or 
even another coup attempt. 

Calls by the president and others for 
“the people” to “defend the oil industry” 
were answered by the arrival at oil facili- 
ties across the country of pro-Chavez 
mobs, only several hundred strong but 
protected by the National Guard. Striking 
managers warned of potential disaster 
after people who they said were unquali- 
fied entered refineries and, in some cases, 
operated equipment. On the night of De- 
cember 9th, the mobs ransacked television 
stations across the country and threatened 
their staff. Diosdado Cabello, the interior 
minister, justified these actions, prompt- 
ing Mr Gaviria to call on the governmentto 
respect media freedom. Mr Chavez ac- 
cuses the media of distortion, and of pro- 
moting a coup or even his murder. 

So far, the violence appears to have em- 
boldened rather than intimidated the op- 
position. The assassin in Plaza Francia was 
quickly captured by the enraged crowd. He 
appeared to have links with a Chavista 
mayor, though the government disputes 
that. Opponents charge that Mr Chavez's 
constant harangues are aimed at encour- 
aging such attacks. “We don’t know where 
the bullets came from, but we do know 
where the discourse came from,” says Ale- 
jandro Armas, a congressman who was 
until recently a supporter of Mr Chavez. 

When Mr Chavez took office in 1999, 
many believed that despite his “revolu- 
tionary” rhetoric, and his past as an army 
officer and coup plotter, he would rule asa 
democrat. But Mr Chavez has never made 
any secret of his belief that he is heading a 
military-civilian regime whose purpose is 
to break decisively with representative de- 
mocracy and install a “revolution”. Few 
took him seriously. Now many do—and 
they don’t want him. = 
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Canada's war of succession 


Old upstart shows mettle 


OTTAWA 


While Jean Chrétien flounders, Paul Martin strides ahead 


AME ducks usually hobble off with little 
delay. Not Jean Chrétien, Canada's 
prime minister of the past nine years. Back 
in August, he announced that he would re- 
tire—but not until February 2004, soon 
after his 70th birthday. Predictably 
enough, this self-indulgently long good- 
bye has landed Canada and its ruling Lib- 
eral Party with the embarrassment of a 
prime minister from whom power is 
steadily seeping away. 

Mr Chrétien insists that he still has 
much to do, especially some ambitious so- 
cial reforms. But there has been little evi- 
dence of any action on these in the current 
session of parliament, which rises for a 
lengthy Christmas recess on December 
13th. Most commentators reckoned that 
the real reason for Mr Chrétien's desire to 
linger so long was to lessen the chance that 
he would be succeeded by Paul Martin, his 
former finance minister and long-time ri- 
val. By 2004, Mr Martin will be 65, and, the 
logic went, would falter under the chal- 
lenge of younger contenders. 

The logic was faulty. Since August, al- 
most nothing has gone right for the prime 
minister. First, against his wishes but with 
Mr Martin’s encouragement, Liberal back- 
benchers voted for a provision that the 
chairs of parliamentary committees 
should be picked by secret ballot. Then, 
pressure from the opposition and the me- 
dia obliged Mr Chrétien to sack his top spin 
doctor, Francoise Ducros, after she called 





Martin is ready and waiting 


George Bush “a moron” in a private con- 
versation that was reported by a journalist 
who overheard the remark. 

Most damaging of all has been a row 
over a new federal gun registry. On De- 
cember 3rd, the auditor-general, Sheila Fra- 
ser, revealed that the cost of the registry, 
which contains 4m records, had risen from 
C$2m (net of fees) to perhaps C$1 billion 
($640m). Part of the extra cost comes from 
the government's decision to lower fees 
(which it had hoped would raise C$120m) 
to encourage hunters and farmers to com- 
ply with the December 31st deadline for 
registration. But Ms Fraser slammed the 
government for spending C$400m on the 
registry's faulty computer system. Mem- 
bers of Parliament had been kept in the 
dark about the cost overrun. Fearing their 
anger, Mr Chrétien withdrew a request for 
C$72m to finance an extension of the 
deadline for four months. 

The prime minister's lone recent suc- 
cess came on December 10th, when the 
House of Commons voted by 195 to 77 to 
ratify the Kyoto Protocol on climate 
change. On this issue, Mr Chrétien had 
faced influential opposition from Ralph 
Klein, the premier of Alberta, who argued 
that Canada's businesses, and especially 
its oil and gas industry, will be hobbled 
with higher costs, while their American 
competitors will not. 

But Mr Chrétien's victory over Kyoto 
will not erode the steady hardening of sup- 
port for Mr Martin within the Liberal Party. 
Mr Martin deftly avoided upsetting either 
environmentalists or businessmen by say- 
ing that he strongly supported Kyoto but 
regretted the government's failure to win 
provincial backing for it. 

Since June, when he was fired as fi- 
nance minister, Mr Martin has been free to 
raise money and campaign, while his po- 
tential rivals are tied down by cabinet du- 
ties. His supporters control many Liberal 
constituency associations, which will help 
him at the party's leadership convention, 
set for November 2003. Mr Martin now 
has the apparent backing of Brian Tobin, 
once his most credible opponent. Allan 
Rock, the industry minister and another 
popular contender, has been winged by 
the scandal over the gun registry, which he 
launched when justice minister in 1995. 
With the leadership battle seemingly all 
over, and the government in disarray, no 
wonder many Canadians want Mr Chré- 
tien to go swiftly. But he probably won't. m 


(— The Economist December 14th 2002 
Bolivia 
Troubled waters 


LA PAZ 
Another war over natural resources 


. Thi In ; 
y E i pya 
C A BRAZIL 


a 


OCEAN 





N PAPER, the plan seemed logical 

enough. In aquifers deep beneath Bo- 
livia's dirt-poor department of Potosi, lies 
a lot of water. To the west, across the An- 
dean watershed, is the Atacama desert, 
one of the world's driest places and home 
to several of Chile's large and thirsty cop- 
per mines. So someone in the government 
of President Gonzalo Sanchez de Lozada 
drafted a decree that would allow owners 
of mining concessions to extract the water 
and export it to Chile. 

Whoever it was should really have 
thought harder. There are few touchier 
subjects in Bolivia than water (scarce in 
much of the country) and relations with 
Chile (still hated for grabbing much of the 
Atacama in a 19th century war). 

After the plan, er, leaked, Indian com- 
munity leaders from Potosi met last month 
in the town of Uyunito plan resistance. For 
them, the idea of exporting water is an in- 
sult. Surplus water should be used for irri- 
gation, says Omar Fernandez, a farmer 
who is campaigning against the plan. “If 
anyone comes to drill wells here, we will 
set them on fire,” shouted others. 

They claim the plan would hurt tou- 
rism. The Uyuni area is studded with vol- 
canoes, hot springs, lagoons and bright 
white salt flats. Its wildlife includes rare 
cameloids, ostrich and flamingos. With 
60,000 tourists a year, it is Bolivia’s second 
most-visited region after Lake Titicaca. Op- 
ponents also say that the government has 
not carried out any studies to find outif the 
Potosi aquifers would replenish them- 
selves. The government at first said that 
water exporters should pay for a study; 
now itis to ask aid donors. 

Ever since the Spaniards discovered sil- 
ver at Potosi, Bolivia has lived by exporting 


natural resources. But most Bolivians have »» 
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> lived badly. As a result, they are deeply 
suspicious of projects that seem to involve 
private profit from public goods. In 2000, 
mobs forced the cancellation of a conces- 
sion granted to a group led by Bechtel, an 
American construction firm, to run the wa- 
ter industry in Cochabamba, Bolivia's 
third city. The result: the better-off waste 
subsidised water, much-needed invest- 
ment to increase supply has been shelved, 
and Bechtel wants $25m compensation. 
Similarly, popular hatred of Chile has 
stalled a plan to build a pipeline to export 
gas from large new deposits. 

A chastened government has put the 
water decree "in the deep freeze", accord- 
ing to a spokesman. Perhaps the real lesson 
is that the government needs to put far 
more effort into debating with Bolivians 
how their country can cease to be poor. 8 





Misrule in Paraguay 


Regime change? 


ASUNCION 


An ever-ruling party in difficulties 


N POWER continuously since 1947, the 

Colorado party of Paraguay rivals 
China’s Communists as the world’s lon- 
gest-ruling party still in office. Will an elec- 
tion next April finally end its extraordinary 
history of misrule? One sign that it mightis 
a new attempt this month to impeach Luis 
Gonzalez Macchi, the country's caretaker 
president since 1999. Even by Paraguay's 
sad standards, corruption has been par- 
ticularly brazen and the economy espe- 
cially sickly on his watch. Even so, he has 
ridden out previous impeachment drives. 
This time, he may not-especially if Con- 
gress can agree on who should fill the va- 
cant post of vice-president and thus be- 
come the new caretaker. 


= 





Gonzalez, an embarrassing caretaker 


Brazil's new president 


et The Bul RM CERTUS PEE PE EV 


Mr da Silva goes to Washington 


And names his new finance minister 


WIN Luiz Inacio Lula da Silva, Bra- 
zil's left-wing president-elect, sat 
down with George Bush in the White 
House on December 10th, many people 
held their breath. After all, the two are 
hardly close ideologically, and their 
countries have plenty to quarrel over, 
from protectionism to Iraq. But they 
acted like old pals. They swapped com- 
pliments, and talked and joked for 15 
minutes beyond the scheduled half- 
hour. (“You sound like a Republican," 
Mr. Bush reportedly teased, when Mr da 
Silva explained his Workers' Party's de- 
cidedly unradical social policies.) They 
also agreed to meet again in Brazil. Noth- 
ing unusual, but it augured well, espe- 
cially for the Free-Trade Area of the 
Americas—the proposed trade pact that 
Lula once dismissed as a gringo cabal. 
Later, at the National Press Club, Lula 
deftly fielded queries about Brazil's ties 
with Washington's least-favourite gov- 
ernments in the region, Cuba and Ven- 
ezuela, saying that his victory showed 
that the left could win in democracy. He 
confirmed, almost as an afterthought, 
his top economic appointment: Antonio 
Palocci, a former mayor and a physician, 
who has a conciliatory manner and a 
commitment to fiscal responsibility. 
"Since Brazil's economy is in intensive 
care, | decided to call on a doctor for the 


Mr Gonzalez has become an embar- 
rassment even to the Colorados. Nicanor 
Duarte Frutos, the candidate of the party 
establishment in a presidential primary 
later this month, has been calling for his 
ouster for months. A former education 
minister, Mr Duarte finds himself in a bat- 
tlefor the nomination against Osvaldo Do- 
minguez Dibb, a political outsider who 
owns Asuncion's successful Olimpia foot- 
ball club (which this month lost the world 
club cup to Real Madrid). Mr Dominguez 
denies claims that he was born in Argen- 
tina, not Paraguay, and that he owes his 
wealth to smuggling cigarettes to Brazil. 

The faction-ridden Colorados nor- 
mally manage to unite behind a single can- 
didate. But this time they may not. Lino 
Oviedo, a former army commander now 
in Brazil, has led his supporters out of the 
party and into a new one. Mr Oviedo, an 
anti-corruption campaigner, is Paraguay's 
most popular politician. He is barred from 
office, because he attempted a coup in 1996 
and faces charges of ordering the murder 
of the vice-president in 1999. But his sup- 
porters are talking to the opposition Liber- 





Only the tie was red 


finance ministry," Mr da Silva joked. 

Not everyone was amused. In the 
early 1990s, when privatisation was still 
heresy in Brazil, Mr Palocci, then mayor 
of Ribeirao Preto, a city in Sao Paulo's 
farmbelt, sold the municipal telephone 
company and called on private investors 
to build a water-treatment system. The 
Workers' Party radicals denounced him 
as a turncoat. For investors edgy about 
Brazil's public debt, however, Mr Palocci 
is just what the doctor ordered. Their 
next question was who would succeed 
Arminio Fraga, Brazil's respected central 
bank governor (if indeed he does go); as 
The Economist went to press, the answer 
had not yet been revealed. 


als: between them, they might win. 

Not necessarily: successive govern- 
ments have blocked endless attempts to re- 
form a state which employs 200,000 peo- 
ple, or 25% more than in 1989, when 
dictatorship gave way to a feeble democ- 
racy. Nearly all of them are Colorados, and 
they make up a tenth of the electorate. 

But now the cash is running out. Para- 
guay has been hit by its neighbours' econ- 
omic woes. Tax revenues are at 20% below 
budgeted levels; the government is strug- 
gling to pay salaries and has unpaid bills 
of atleast $120m. The finance minister and 
the central bank governor both resigned 
last month, after failing to persuade Con- 
gress to approve fiscal reforms needed to 
gain a loan from the IMF. 

It could get worse. The government 
may have to default on its small foreign 
debt just before the election. That would 
further weaken the currency, which has 
lost 35% of its value since January. This 
year, GDP has shrunk by perhaps 4%; next 
year is unlikely to see recovery. If the Colo- 
rados survive all of this, bet on them to 
outlast even the Chinese Communists. W 


Middle East and Africa 


Iran and Iraq 





Neighbours from hell 


QOM, AHWAZ AND SANANDAJ 


Iran's rulers want Saddam Hussein to go, but dread the manner of his going, 
especially if his successors give rein to Shia free thought and Kurdish aspirations 


O COUNTRY, Iraq apart, has suffered 

as much at the hands of Saddam Hus- 
sein as has Iran. The war that followed 
Iraq's invasion of Iran in 1980 cost the 
country half a million lives, and around 
$70 billion. Iranians are the only non-Ira- 
qis to have endured large-scale Iraqi chem- 
ical attacks. Immediately after Iran's 1979 
revolution, Iraq stirred insurgencies both 
in Iranian Kurdistan and in Iran's Arab- 
dominated province of Khuzistan. When 
George Bush talks of danger emanating 
from Iraq, Iran listens. 

But Iran's anti-American ideology pre- 
vents it from allying itself wholeheartedly 
with Mr Bush to unseat Mr Hussein: there 
is national animus against America’s presi- 
dent for putting Iran alongside Iraq in his 
"axis of evil". And though Iran wants to 
rehabilitate itself in America's eyes, Wash- 
ington has made plain that it has no time 
for Iran's theocratic regime, and is waiting 
for Iranians to topple it. 

So the prospect of American action 
against Iraq fills Iranian officialdom with 
dread. Iran hates what Iraq is, but fears 
what it could be: an American client, only 
feebly opposed to Israel, and dominated 
by a Sunni-led army that is viscerally hos- 
tile to Shia Iran. A reconstructed Iraq might 
threaten Iran in several ways. If it institu- 
tionalises the de-facto self-government 
that is enjoyed by the Kurds of northern 
Iraq, it would raise the hopes of Iran's 


own, autonomy-seeking Kurds. Even 
worse, Iraq's oppressed Shias, who consti- 
tute at least 55% of the population, might 
use their new freedom to debate that 
thorniest of Shia issues: the entanglement 
of politics and religion. This deeply wor- 
ries Iran, which built its Islamic republic 
on that entanglement, and does its best to 
suppress debate about it. 

Iran remained neutral in the 1991 Gulf 
war, but not in its aftermath. After George 
Bush the elder incited rebellion in south- 
ern Iraq (as well as in the north), Iran's neu- 
trality gave way to adventure. Using sol- 
diers from Ayatollah Muhammad Bager 
al-Hakim's Supreme Council for Islamic 
Revolution in Iraq (scrr1), a Tehran-based 
group of Iraqi Shias, as well as its own 
Revolutionary Guards, Iran tried to turn 
the rebellion into an Islamic revolution. 
The attempt backfired when an alarmed 
Mr Bush, under pressure from Sunni- 
dominated Saudi Arabia, abandoned the 
rebels to Mr Hussein, who slaughtered 
some 30,000 people. 

Mr Hussein then drove 8,000 Shia cler- 
ics out of the shrine city of Najaf. He went 
on to murder, or so it is thought, four of 
Iraq's top-rank ayatollahs, and dozens of 
other senior clerics. Three senior ayatol- 
lahs survive in Iraq, though attempts have 
been made on the lives of two of them. 
The main beneficiary of this repression 
was Qom, the Iranian seminary town to 
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which many fled. The city is currently host 
to 3,000 Iraqi clerics. 

But since the 1979 revolution, Qom has 
been home to the strain of political activ- 
ism that is at the heart of Iran's theocratic 
regime. In Qom, you can get into serious 
trouble if you declare your opposition to 
clerical rule, or to the theology that under- 
pins it. However, many feel that the faith's 
real home is across the border, in Najaf 
and Karbala, which have more illustrious 
histories and more important shrines. If 
Mr Hussein were ousted, not only would 
there be an exodus of Iraqi seminarians 
from Qom, but many Iranian clerics might 
also be lured by the prestige of Iraq's holy 
places, and the promise of a less patrolled 
political environment where they would 
be freer to criticise the theology that sus- 
tains the Iranian regime. The debate would 
then spread to their own country. 

Iraq's Shia clerics are cool about Iran's 
theocratic system—a quasi-democracy su- 
pervised by Ayatollah Ali Khamenei, an 
unelected supreme leader with virtually 
untrammelled powers—and have no wish 
to foist something similar on their own 
countrymen. SCIRI, at least in theory, has 
joined the other opposition groups in sign- 
ing up to western-style democracy. Mr al- 
Hakim has developed friendly relations 
with America, although he refuses Ameri- 
can funding. Even the “Islamist Shias”—Ira- 
qis who remain untainted by the country's 
secularism, and are roughly estimated to 
be about a third of the population—are 
said to be opposed to clerical rule. 

Iraqi Shias tend to resent Iranian impo- 
sitions. Two years into the Iran-Iraq war, 
they stoutly defended the southern part of 
their country when Iran invaded it. Many 
of them were angry when scrrt’s forces 
teamed up with the Iranian Revolutionary 
Guard in 1991. Were it not for Iran's inter- 
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* ference, and Mr Bush's shocked response, 


they think their rebellion might have had a 
good chance of succeeding. 

Mr al-Hakim himself commands re- 
spect as the son of a much-revered ayatol- 
lah. His large family is said to have lost 
over two dozen members to Mr Hussein's 
death squads and executioners. But if he is 
to become the undisputed spokesman of 
Iraq's Shias, he will have to demonstrate 
his independence. At present, he has little, 
since Iran can veto any SCIRI initiative. 


The Army of Badr on the move? 
Looking ahead to a possible uprising, Mr 
al-Hakim hints that his (Iranian-armed 
and based) standing army, the Army of 
Badr, might invade. But his people in Khu- 
zistan, which is contiguous to Iraq's strate- 
gic port of Basra, are not so sure: freelance 
agents and saboteurs, they say, will light 
the match of popular rebellion. Salah 
Moussavi, the local sciR1 representative, 
doubts whether Iran would allow the 
Army of Badr to piggyback on an Ameri- 
can invasion-and the Americans might 
well regard the army, with its Iranian links, 
as an undesirable partner. 

America and Iran are exploring the pos- 
sibility of limited military co-operation. 
The most recent contacts, which appar- 
ently took place on the sidelines of the 
meetings of Iraqi dissidents, are said to 


- have involved Iran's intelligence people. 


This would mark a welcome change, in 
American eyes, from the run-of-the-mill 
meetings with Iranian diplomats. 

At the same time, there is still a degree 
of Iranian-Iraqi co-operation. As a gesture 
of goodwill, Mr Hussein has restricted the 
activities of the People's Mujahedeen, an 
armed Iranian opposition group based in 
southern Iraq. More than a year has 
elapsed since the Mujahedeen last 
launched a serious attack on Iranian soil. 
Possibly as a quid pro quo, Iran has been 
restricting the activities of the Army of 
Badr. A painfully attenuated process of 
prisoner-of-war exchanges is almost fin- 
ished: Iraq is now thought to be holding 
fewer than 1,000 Iranians, though Iran 
probably has more Iraqis. 

But, squirming under American scru- 
tiny, the Iranians feel obliged to place strict 
limits on this co-operation. In the summer, 
Iran turned down Iraq's request that it re- 
turn some 100 warplanes that Mr Hussein 
had entrusted to Iran during the Gulf war. 
And Iran no longer turns a blind eye to 
Iraq's smuggling of oil through the Gulf; 
the Iranian navy has intercepted offending 
ships and impounded their cargoes. 

The two countries exist in what Iraq's 
foreign minister, on a recent visit to Iran, 
described as neither peace nor war. This is 
an awkward state of limbo, and the prov- 
ince of Khuzistan reflects it. Despite the 
continued importance of its oil, Khuzistan 
comes third in Iran's provincial unemploy- 


ment charts. It is home to 120,000 Iraqi mi- 
grants, most of them poor, and six sad ref- 
ugee camps. Fear of hostilities has 
precluded investment, pushed tribal Ar- 
abs out of fertile border areas, and led to a 
middle-class exodus. In Ahwaz, the pro- 
vincial capital, everyone wishes that Mr 
Hussein would go, but fears the manner of 
his going-including the fear of Iraqi mis- 
siles being fired Iran's way if Iran connives 
actively at his departure. 

At least Khuzistan's anxieties coincide, 
roughly, with those of Iran in general. 
They are not complicated by separatist vi- 
sions: Iran's Arabs seek more representa- 
tion in the government that exists, not a 
different government altogether. This can- 
not be said of the Kurdish-majority areas 
to the north. Iran's 5m-odd Kurds are alien- 
ated by ethnicity, and often by confession 
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too. Most of them are Sunni-like their 
cousins in northern Iraq. 

These cousins, in their western-pro- 
tected safe haven, had a calamitous time 
early on, cursed by the infighting of the 
KDP and the Puk (the two main Kurdish 
factions), and by the military intervention 
of, variously, Turkey, Iraq and Iran. But 
they are now building a viable home. 
Kurds everywhere are proud of them. 

In October, when the KDP and PUK 
held their first joint session of parliament 
in eight years, the satisfaction spread to Sa- 
nandaj, the capital of the Iranian province 
of Kurdistan. According to Abdol Momen 
Mardoukh, who advises the provincial 
governor on social affairs, Iraqi Kurdistan, 
especially if its autonomy is recognised 
within a future Iraqi federation, could pro- 
vide a model for Iranian Kurds. 

Since Muhammad Khatami was 


elected Iran's president in 1997, his repre- 
sentatives in Kurdistan have gone some 
way to reversing years of discrimination. 
They allow the Kurds, both Sunni and 
Shia, to be better represented in the provin- 
cial bureaucracy, and have granted them 
greatly enhanced cultural rights. 

But Iran's conservative clerics are 
deeply alarmed when Iranian Kurds ex- 
press their admiration for Iraqi Kurdistan. 
They suspect moderates, such as Mr Mar- 
doukh, of secretly supporting the out- 
lawed Kurdish groups that fought, unsuc- 
cessfully, for self-determination in the 
1980s. (These groups now survive, emas- 
culated, in northern Iraq.) Furthermore, 
they regard the advancement of Sunnis, or 
the lacklustre promotion of the Shia faith 
in Sunni areas, as a dereliction of duty. 

Some people in Sanandaj detect Aya- 
tollah Khamenei's hand in the appoint- 
ment of a non-Kurdish Shia official to be 
provincial governor. Iran's Revolutionary 
Guard vetoed efforts by Jalal Talabani, the 
Iraqi Kurd whose Pux enclave adjoins Ira- 
nian Kurdistan, to broker an accommoda- 
tion between the Iranian government and 
Iran's outlawed Kurdish Democratic Party 
of Iran (kpP1), which has taken sanctuary 
in Mr Talabani's territory. 


The Iranian-Turkish partnership 

Iran is seeking alliances with other govern- 
ments who feel themselves threatened by 
Kurdish prospects. Co-operation with Tur- 
key has increased since the battlefield de- 
mise of Turkey's Kurdistan Workers Party 
(PKK), which used to take sanctuary in Iran 
after attacking Turkish targets. In the sum- 
mer, Mr Khatami used a trip to Turkey, 
whose opposition to an independent Iraqi 
Kurdistan is even more virulent than 
Iran's, to reiterate his own firmness. 

If the Iraqi Kurds were to declare their 
independence, Iran and Turkey would 
gang up to stop them. For now, Iran hopes 
to influence events mainly through its ally, 
Mr Talabani, and his pux. Mr Talabani 
keeps a beady eye on KDPI operatives in 
his enclave, and allows Iranian agents to 
roam freely. In return, he receives dip- 
lomatic, economic and military aid. 

Yet there is little trust on either side. 
This summer, the head of the Revolution- 
ary Guard castigated Mr Talabani for back- 
ing American policy towards Iraq. And Mr 
Talabani has made much of the threat 
posed by Ansar al-Islam, a small group of 
Sunni fanatics with supposed links to al- 
Qaeda that operates in his territory. Fear- 
ful of America’s reaction, Iran has down- 
graded its support for the group, which it 
had used against Mr Talabani as an occa- 
sional irritant. There are reports that Iran 
has given America transcripts of inter- 
views with Ansar's leader, Mullah Krekar, 
who was picked up in Tehran this year, be- 
fore being deported to the Netherlands. 

In a sense, Iran is in a strong position to »» 
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> influence events in Iraq. It has godfathered Iraq's weapons 


an alliance between the PUK and SCIRI— 
which may also include the kp» after a 
visit by its leader, Massoud Barzani, to Teh- 
ran this week. This was Mr Barzani's first 
visit in eight years, and he saw a lot of big 
shots, including intelligence people. 
Counted together, the Kurdish parties and 
SCIRI pack incomparably more punch 
than the other Iraqi opposition groups 
combined. But pacts of this kind mean lit- 
tle without America. 

And Iran's relations with America are 
dismal. Mr Khatami plainly dislikes Mr 
Bush, and Mr Bush has little time for the 
Iranian reformists or Mr Khatami's elegant 
disquisitions on civilisation. Worse still, as 
Mr Khatami feels his way through a pro- 
tracted domestic crisis, he suspects Mr 
Bush of trying to tip Iran into chaos. 

Iran is bitter that it got no American 
thanks for having helped Afghanistan's 
Northern Alliance to topple the Taliban. 
Instead, the Americans berated the Irani- 
ans for a few acts of mischief that were 
probably carried out at the behest of Mr 
Khatami's conservative opponents. 

Angling for Iran's co-operation on Iraq, 
Mr Bush has resisted pressure to send mes- 
sages of support to the Iranian students 
who have now been demonstrating 
against the regime for more than a month. 
But Iran's fear is that once the Americans 
have dispatched Mr Hussein, their next tar- 
get will be Hizbullah, the Lebanese Shia 
group that Iran founded in the 1980s, and 
which it has armed and financed, though 
not generously. At the very least Mr Bushis 
bound to ask tough questions, and today's 
enfeebled Iran, torn between reformists 
and conservatives, is ill-equipped to an- 
swer difficult challenges. @ 


Syria, Iraq and Britain 


Mr Assad goes to 
London 


CAIRO 


Syria, like Iran, takes precautions 


HE Syrians are unlikely players for the 

war-on-terror team, especially now 
that the goalposts have been stretched to 
take in their neighbour, and fellow Baath- 
ist dictatorship, Iraq. Aside from making 
pots of money smuggling Iraqi oil, Syria 
has long been fingered as a supporter of 
terrorists, keeps an annoying boothold in 
Lebanon andis also believed to store some 
toxic weaponry of its own. Yet, early next 
week, Buckingham Palace will be unroll- 
ing red carpets to receive Bashar Assad, the 
first Syrian president to be granted that 
honour since independence in 1946. 

British officials say the visit has long 








^ & — 
M 





Bashar needs help from down here, too 
been planned, and has nothing to do with 
coalition building. The picture looks differ- 
ent from Baghdad, which sees Britain and 
America relentlessly prodding and coax- 
ing every one of the countries surrounding 
Iraq into some form of collaboration. 

The first sign of Syrian "betrayal" came 
in November when, after much fiery 
championing of Iraqi rights, it abruptly 
voted in favour of Security Council Reso- 
lution 1441. Mr Assad's visit to London is a 
more symbolic gesture, but comes amid 
other subtle signs that Syria is trying to en- 
sure itself a soft landing in a post-Saddam 
world. It has, for example, maintained 
low-key talks with the Americans, resisted 
Iraq's demands to crack down on Iraqi ex- 
iles in its territory, and moved to improve 
the status of its own large and long-suffer- 
ing Kurdish minority. 

Syria's fear that, after Iraq, it would be- 
come the next focus of American pressure 
is similar in some respects to Iran's (see 
previous article). It would find itself sur- 
rounded by America's allies, including a 
bad-tempered Israel, and damned both for 
its support for Hizbullah, the Shia militia in 
Lebanon, and for playing host to violent, 
rejectionist Palestinian factions. 

But if Mr Assad finds it soothing to hold 
the hand of America's biggest ally, the Brit- 
ish also have an interest in calming his 
nerves. The 38-year-old leader has tried, al- 
beit with patchy success, to promote re- 
form at home. He needs encouragement in 
that, and deserves a reward for Syria's 
quiet but crucial intelligence help against 
al-Qaeda. He also holds important keys to 
regional peace, including his ties with un- 
savoury groups. With blood still gushing 
between Israelis and Palestinians, the 
need is to line up as many regional leaders 
as possible on the side of tranquillity. m 


Lethal poker 


CAIRO 
Iraqi wargames take another twist as 
Saddam declares his hand 


HE questions are not new. Will Iraq 

squirm out of its predicament? Will the 
United States find an excuse to clobber 
Saddam Hussein? But with the American 
sword looking ever sharper, Iraq's parry- 
ing words sound ever more desperate. The 
intensifying UN searches on the ground 
have now been joined by the scouring of 
Iraq's freshly delivered weapons declara- 
tion, and the suspense keeps rising. 

The latest turn in the plot came with 
Iraq's prompt handover of a hefty dossier 
detailing the history of its weapons re- 
search and development. The Security 
Council's Resolution 1441 had given the 
country 30 days to produce such a list. In 
the event, much of the 12,000-page stash 
proved to be a rehash of declarations 
made before Iraq stopped the inspections 
in 1998. However, plenty of it was new, 
and plenty is likely to prove explosive, 
though not necessarily in ways that Amer- 
ica's hawks would like. 


Red faces 

This partly explains why America, contro- 
versially, arranged for the circulating copy 
of the dossier (the other copy stays with 
the UN monitoring mission) to be taken 
straight to Washington rather than distri- 
buted to all 15 Security Council members. 
The American authorities then copied the 
documents for the other four permanent 
members, who agreed that the ten rotating 
members of the council would receive ex- 
purgated versions. 

The reason given for this, and the one 
helpfully acknowledged by Iraq, was that 
the documents include material on how to 
make an atom bomb. just as important 
was the possibly embarrassing disclosure 
of countries and firms that have supplied 
Iraq with its weapons kit. All five of the big 
powers are likely to be mentioned, with 
the biggest onus on countries that have 
continued to supply Iraq since the imposi- 
tion of UN sanctions in 1990. This informa- 
tion could help Iraq by stirring dissension 
in the UN. If kept under wraps, however, it 
could give the Americans blackmail lever- 
age with countries that are reluctant to 
back its hardball approach. 

Iraq's timely delivery put the United 
States on the spot. Analysing the mound of 
data will take time, and America is impa- 
tient for a resolution now that its costly 
military deployment in the region nears 
completion. More to the point, it adds to 
the pressure on Washington to reveal its » 





© > own hand. American officials have repeat- 


edly accused Iraq of lying, citing intelli- 
gence that disproves Mr Hussein's asser- 
tion that he has nothing to hide. 

Despite the American contention thatit 
is up to the Iraqi leader to prove his inno- 
cence, much of the world now expects 
America to produce evidence proving his 
guilt. Indeed, Article 10 of Resolution 1441 
requests all countries to hand over “any in- 
formation related to prohibited pro- 
grammes” in Iraq that they may have. It 
would be ironic for America to breach the 
resolution before Iraq is caught doing so. 

For his part, the inspections chief, Hans 
Blix, said that he would conceal the names 
of Iraq’s suppliers anyway. To expose com- 
panies by name, he said, would only make 
it more difficult to persuade others to co- 

: operate. Meanwhile, his rapidly expand- 
ing teams quickly put the new information 
to use, swooping on facilities that had not 
been on their previous lists. 

As the weapons tussle continued, Iraq 
pursued its defensive diplomacy. Predict- 
ably, it tried to exploit America’s snatching 
of the documents to score points by hint- 
ing that it might have tampered with them 
to its advantage. This is unlikely given that 
another full set exists, but Iraq’s dust-kick- 
ing has already succeeded in clouding 


views of America’s intentions, especially 
within the Middle East. — 

Mr Hussein also tried to win some 
ground with a first-ever public apology to 
the people of Kuwait for his country’s 1990 
invasion of the neighbouring emirate. The 
crocodile tears proved toxic, however, 
since he tempered them with jibes at Ku- 
wait’s rulers, along with a dash of encour- 
agement for Kuwaiti “patriots” to mount 
attacks against the American troops now 
massing on their soil. Kuwait's govern- 
ment, understandably, snarled back that 
this was more an act of incitement than an 
apology, and also noted that Mr Hussein 
had failed to mention the fate of the 600- 
odd Kuwaitis who have been missing 
since the Iraqi invasion. 

Mr Hussein’s penitent posturing does 
seem to have had some effect at home, 
however. He has taken to projecting him- 
self as having mellowed into a kindlier 
beast, especially in contrast to the bullying 
Americans. Since emptying his prisons in 
October, he has also slashed exit taxes to 
relieve his cabin-feverish subjects, invited 
exiles to return, and allowed talk of anew 
multi-party constitution. Whether or not 
the United States topples the dictator, its 
pressure is already bringing tiny wisps of 
relief to his battered people. & 











North Korean Scuds 


What have we 
here? 


Drama and farce on the high seas 


N DECEMBER oth, two Spanish war- 

ships-patrolling the Arabian sea as 
part of international efforts to stop al- 
Qaeda militants from sneaking into or out 
of the Horn of Africa-intercepted a shady- 
looking ship some 600 miles (950km) off 
the African coast. The So San had report- 
edly been tracked from North Korea by 
American intelligence. On board, the 
Spanish, along with the Americans they 
summoned, found 15 Scud missiles and 
warheads, plus a quantity of chemicals. It 
looked like a triumph- but has turned out 
to bea diplomatic own goal. 

In the 1991 Gulf war, the failure to find 
Iraq's Scuds before they were shot off to Is- 
rael and Saudi Arabia was one of the few 
military failures of the campaign. With 
America seemingly set on another war 
with Iraq, a repetition was not required. So 
it was a remarkably rotten time for another 
member of George Bush’s three-country 
“axis of evil” to be caught shipping Scuds 
in a middle easterly direction. 

And, it has to be allowed, the behav- 
iour of the So San was suspicious. It tried to 
evade its Spanish pursuers, who fired 
warning shots to stop it, before Spanish 
marines descended on to its deck from he- 
licopters. The missiles were found hidden 
under thousands of bags of cement. The 
Americans impounded the ship, and at- 
tention turned to Yemen, which appeared 
to be its destination. 

Give us our missiles back, indignantly 
demanded the Yemeni government, ex- 
plaining that their purchase was a legiti- 
mate business transaction. Selling missiles 
is not the nicest of trades—and North Korea 
helps greatly in their proliferation—but it is 
not necessarily illegal. North Korea is not 
party to an international pact designed to 
limit the spread of missile technology; and 
ithas along history of selling kit to Yemen. 
On December 11th, America was obliged 
to let the So San and its cargo go. 

Could terrorists, not the Yemeni army, 
be the Scuds’ true final destination? Un- 
likely: a lot of apparatus is needed to 
launch a Scud, and weapons experts be- 
lieve that few terrorists could rise to the 
challenge. Moreover, the Yemeni govern- 
ment has been co-operating with America 
in fighting its home-grown terrorists. 

That's the trouble about this drama- 
turned-farce. America could find that it has 
alienated the co-operative Yemenis, and 
aggravated relations with North Korea at 
an unusually delicate time. $ 
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The Balts and the European Union 
Welcome aboard! 


TALLINN AND VILNIUS 
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The three Baltic states have already had to transform their economies beyond 
recognition to get into the EU. Now that they are just about in, what next? 


F ALL the stunning transformations 

that have changed the map of Europe 
since 1989, the Baltic states' shift from So- 
viet captivity to membership of the top 
western clubs is among the most remark- 
able. In the first fragile years of indepen- 
dence, prosperity and security seemed 
equally distant. Yet in a few short weeks 
this autumn, Estonia, Latvia and Lithuania 
have been formally offered NATO mem- 
bership, and now, at this week's Copenha- 
gen summit, they will be invited to join the 
European Union, probably in mid-2004. 
The contrast with the miserable life further 
east, in Russia, Belarus and Ukraine, has 
never been bigger. 

But making normality work will be a 
hard slog too. “Small is beautiful when you 
want to move and change,” says an EU offi- 
cial. “It isn't so beautiful when you want to 
attract investments." He is speaking in Tal- 
linn, the small and beautiful capital of Es- 
tonia; but his words sum up the challenge 
facing all three. 

In the past few years they have worked 
wonders to satisfy the nit-picking require- 
ments of the Ev. The Balts are so stable and 
orderly as to be almost boring- which, 
says Toomas Ilves, a former Estonian for- 
eign minister, is as it should be. Now Ev 
membership brings new opportunities 
and challenges aplenty. More trade and in- 
vestment, freedom of movement for their 
citizens, and the chance to act as bridges 
between west and east are big pluses. But 


in many ways reform is still just starting. 

Take the Lithuanians. They like to joke 
that they have the safest Soviet nuclear 
power plant in the world. The EU has spent 
millions of euros to prevent the Ignalina 
plant, which generates four-fifths of the 
country's electricity, from suffering the 
same fate as the similarly-designed Cher- 
nobyl reactor, in Ukraine, which blew up 
in 1986. And yet it is still not up to scratch, 
which is why millions more will be 
poured into helping Lithuania close it by 
2009, a decade early. 

Ignalina is symbolic of the Soviet lega- 
cy, from which all three Baltic economies 
continue to suffer. Baltic GDP per head is 
little more than one-third of the Eu aver- 
age. Business is still generally low-tech, 
particularly in agriculture, where Latvia 
and Lithuania's workforces have around 
three times the proportion of farmers and 
one-third the productivity of the EU aver- 
age, and that is already a good deal better 
than ten years ago. EU competition will 
hurt not help the hundreds of thousands 
of small, near-subsistence farmers who 
cannot compete with big, modern produc- 
ers. Most will have to find other work. 
Economic development is unevenly 
spread: 80% of Estonia's booming foreign 
direct investment, for example, is in Tal- 
linn. 

Likewise, say critics, free trade with the 
EU countries may be good for big busi- 
nesses, but hard on small ones, and they 
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will all struggle with the extra cost of meet- 
ing EU rules on such things as workplace 
safety and environmental protection. 
When Verslo Zinios, a Lithuanian business 
newspaper, polled its readers on which 
stories interested them most, it found that 
those on EU accession ranked surprisingly 
low. “It will come as a shock to some of 
them to discover that they are not a Lithua- 
nian company but a European company," 
says Rolandas Barysas, the paper's editor. 

Estonia's worry is different. Nordic- 
mindedly open and transparent, it has vir- 
tually no trade barriers, so joining the EU 
means raising them. Getting into the Eu is 
in some ways a step backwards to more 
barriers and bureaucracy. Of the three, Es- 
tonia is where opinion polls find the low- 
est support for EU membership; only in the 
past year has it nudged above 50%. 

But petty rules and painful changes, 
says Mr Ilves, are the price to be paid for be- 
longing to the club. Among the billions of 
dollars available in restructuring funds, 
which the countries will keep getting until 
their GDP per head reaches 75% of the EU 
average, are portions for agriculture and 
small businesses. The European Bank for 
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* lends money more cheaply to local banks 
if they in turn lend a certain amount to 
small firms and those outside the capitals. 
If anything, say officials, the countries' pro- 
blem has been to come up with enough 
well-formulated projects to use up all the 
money on offer. 

It will all be no good, however, if the 
Balts cannot find new sources of employ- 
ment. Officials in all three countries talk 
about shifting the emphasis to high-tech, 
"knowledge-based" industries. These ac- 
count for only 6% of Lithuania's economy, 
says Andrius Kubilius, a former prime 
minister, as against around 25% in the EU 
asit now is. 

Each country is developing its niches. 
Estonia embraced information technology 
early (people can pay for anything from 
on-street parking to restaurant bills 
through their mobile phones), while Lat- 
via plans to make the most of its experi- 


Poland's right-wingers 
On the rise 
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ence as one of the Soviet Union’s main 
pharmaceutical-development centres. But 
they will be in tough rivalry with each 
other, not to mention the rest of the EU. 
Which is why there is also a debate 
about ways to stay competitive. Labour 
costs are low now, but will not stay that 
way for ever. One unresolved issue for Eu- 


Right-wing Polish parties are gaining strength but still need serious policies 


HESE are wearying days for Leszek 

Miller's Democratic Left (ie, ex-com- 
munist) government. Negotiations with 
the European Union have-in many Pol- 
ish eyes—ended ingloriously, even 
though the country is expected this 
weekend to be formally invited to join 
the club in 2004, along with another 
nine countries mainly from Central Eu- 
rope. A fifth of Poland's workforce has 
no job. A miner's strike in the offing 
could hurt the economy badly. Good 
news, then, for Poland's conservatives, 
who were crushed and splintered into 
four parties by Mr Miller's political 
machine in last year's general election, 
but who are now reviving. 

The largest of the right-wing parties is 
Platforma, a middle-of-the-road bunch 
of free-marketeers who are keen for Po- 
land to join the Ev. But it is rudderless, 
beset with internal rivalries, and will be 
lucky to survive the next election. On 
the far-right, Samoobrona (Self-Defence) 
and the League of Polish Families have 
both done better than expected, their 
fiercely Eurosceptical message evidently 
resonating well in recent local elections 
in the provinces. Samoobrona's fiery, 
media-savvy leader, Andrzej Lepper, has 
managed to extend his party's base from 
worried farmers to marginalised Poles in 
towns across the country. The League of 
Polish Families spreads the word that the 
EU is a communist plot, an idea that ap- 
peals to ultra-nationalists and religious 
conservatives. 

But the right-wing force that is rising 


fastest is Law and Justice, a party elected 
on a populist anti-crime platform that 
puts it roughly between the technocrats 
of Platforma and the xenophobes of Sa- 
moobrona. It is headed by identical 
twins, Jaroslaw and Lech Kaczynski, 
who are still affectionately remembered 
by many Poles for their childhood film- 
star roles. 

Jaroslaw runs the show, while Lech, a 
no-nonsense justice minister in the last 
conservative government, is the star. 
Last month Lech was elected mayor of 
Warsaw in a landslide. Pundits are start- 
ing to talk of him as a successor to Presi- 
dent Alexander Kwasniewski, who must 
step down in 2005. The new mayor sup- 
ports Polish membership of the Eu, but 
grudgingly; he is deeply suspicious of 
Brussels. In private he has little good to 
say about neighbouring Germany. 

Platforma's decline has given the 
Kaczynski twins hope that Poland's 
rightish voters may rally round Law and 
Justice. Its social conservatism could at- 
tract the less anti-Semitic sorts who have 
supported the League of Polish Families. 
The Kaczynskis must, however, develop 
policies other than mere crime-bashing 
to become an effective opposition. Some 
Poles think a more radical, even Thatch- 
erite, economic message might help, but 
economics is not their forte. Much will 
depend on how well Lech Kaczynski 
runs Warsaw. Unless he does that job 
well, his national popularity, based so 
far on his readiness to lock up villains, 
could fade pretty fast. 


rope as a whole is whether countries 
should be allowed to keep control of their 
tax policies or have Brussels set them. 
Many Balts think their relatively low levels 
of corporate income tax (Estonia cut its rate 
to zero two years ago) will be one of their 
few selling points to foreign investors, 
though there is little evidence as yet that it 
makes a difference. 

Yet despite the challenges, and sizeable 
Eurosceptic minorities in every Baltic 
country, there are no concerted anti-EU 
movements. All three governments are 
confident that their people will give their 
nod in referendums next autumn. The al- 
ternatives are grim—either a return to Rus- 
sia's orbit like Belarus, or the in-between 
status of dirt-poor ex-communist coun- 
tries like Moldova. As Henrik Hololei, 
head of Estonia’s office for EU integration, 
puts it, “Either you're in, or you're 
in..somewhere else." m 


Slovenia and Western Europe 
Ready to join, but 
not mad keen 


LJUBLJANA 
Slovenia expects to join both the EU and 
NATO soon. But there are doubters 


MONG the eight ex-communist coun- 
tries likely to join the European Union 
in 2004, Slovenia is an oddity. Until 1991, it 
was part of Yugoslavia, not of the Soviet 
Union or its empire. It achieved indepen- 
dence in 1991 with barely any of the vio- 
lence that ravaged Croatia and Bosnia. 
And, by ex-communist standards, its 2m 
people are well-off, the richest of the eight. 
Indeed, Slovenians these days like to deny 
that they are part of the Balkans at all. 

For them, joining the Eu has a double 
value. It both confirms their alignment 
with Western Europe and, however para- 
doxically, their independence: until 1991, 
Slovenia had been subject to outsiders 
throughout its history. At last, here it is, a 


nation free to choose for itself. In a referen- » 
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Steady, stolid Drnovsek puts a cap on it 
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dum next year, its voters will probably 
choose to join the EU. 

Notthat they expectlife inside the EU to 
be vastly better. Indeed, many have re- 
cently become warier of joining the club. 
They detect double standards in Brussels. 
Because Slovenia is rich, compared with, 
say, Poland, ithas been squeezed by the EU 
to open its land to purchase by foreigners 
as soon as it joins, as Polish land will not 
be. But because it is also poor, compared 
with, say, next-door Austria, its people 
must wait seven years before they can 
move freely to work inside today's EU. 

In GDP per head, Slovenia is about as 
rich as Greece. But while Greece has had 
lavish Eu handouts, for being at the bot- 
tom of the EU's first division, Slovenia—itis 
felt—is paying for being at the top of the in- 
coming second. But for EU concessions, it 
would probably have been a net contribu- 
tor to the EU's budget from the day it 
joined. Even now, the EU assurance that 
new members will not be hit that way lasts 
only for their first three years. Thereafter, 
says the foreign minister, Dmitrij Rupel, 
"We could be in trouble." 

Its farmers have special fears. Slovene 
farming is more like that of Switzerland 
than of Poland's broad plains, and, to keep 
it solvent, farmgate prices are already high. 
So the Eu's plans-in the early years—to 
subsidise the new members' farmers far 
less than those of current ones could mean 
that Slovene farmers would at first actu- 
ally be worse off than now. 

Doubts about the EU are more than 
equalled by doubts about NATO. The po- 
litical elite was eager for the invitation to 


Politics in Germany 


sign up that it got from the NATO summit 
in Prague last month. Ordinary Slovenians 
ask why. Some think their fellow Alpin- 


ists, the Austrians and Swiss, are right to 


cherish their neutrality. Overall, say poll- 
sters, only half want NATO membership. 
Still, that too would be a step away 
from their ex-Yugoslav cousins. Relations 
with Croatia are cool. The two have argu- 
ments over their coastal border, over an al- 
leged debt of some $400m, going back to 
Yugoslav times, owed by a Slovenian bank 
to Croatians, and over the running of a 
jointly owned nuclear power plant. 


In praise of dullness 

Not that Slovenes are looking for trouble. 
They value stability. The man who led 
them to independence in 1991, Milan Ku- 
can, has been president ever since. As he 
cannot stay on for a third term, Slovenes 
have just elected the current, centre-left 
prime minister, dull but steady Janez 
Drnovsek, who has held that post almost 
continuously since 1992, to replace him. 

Mr Drnovsek's hopes of a first-round 
victory on November 10th were foiled by a 
lively rival, Barbara Brezigar, a former top 
prosecutor and justice minister in a short- 
lived centre-right government. But he won 
the run-off against her on December 1st 
comfortably with 56%. 

Continuity may indeed be a problem in 
the years ahead. Mr Kucan, a former com- 
munist, is widely popular. He is also, say 
many anti-communists, at the centre of a 
shadowy, almost masonic, network of ex- 
communist apparatchiks that seems still to 
hold many of the levers of power. &s 


A government in turmoil 


BERLIN 


Even the chancellor's coalition allies, the Greens, are threatening him 


ASHING their chancellor seems to be 

Germans' favourite pastime. Everyone 
is at it, even Gerhard Schróder's supposed 
allies. His newly elected government is 
lurching from crisis to crisis. The economy 
is still dipping, unemployment and taxes 
are going up, holes in the government and 
welfare budgets are getting wider, and 
neatly 5m public-sector workers are threat- 
ening to strike. A parliamentary commit- 
tee of inquiry is to look into the govern- 
ment's alleged "election lies". Pollsters put 
the ruling Social Democrats' ratings at 
their lowest since they took power in 1998. 
Mr Schróder himself looks grey, puffy and 
burnt out, his legendary charm and pug- 
nacity gone, his credibility battered. 

Yet the Greens, the Social Democrats' 


junior coalition partner, had hitherto been 
relatively unscathed. After chalking up a 
record 8.6% of the vote in September's gen- 
eral election, they have been getting as 
much as 12% in the latest polls, while 
Joschka Fischer, the foreign minister who 
is their unofficial leader, remains far and 
away Germany's best liked and respected 
politician. But thanks to their ineptitude at 
last week's party conference in Hanover, 
they may now compound the mess. 

For one thing, the Greens have made 
the mistake of dumping the most success- 
ful official two-person leadership in their 
party's history and replacing it with a pair 
of much feebler figures. This has under- 
mined the Greens' standing in govern- 
ment and worsened their (and the Social 
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Democrats’) chances in February's state 
elections in Hesse and Lower Saxony, 
which are critical for Mr Schröder because 
he badly needs to gain control of the Bun- 
desrat, Germany's upper house of parlia- 
ment, where the states are represented. 

Under a long-contested rule, dreamed 
up in the party's egalitarian heyday, the 
Greens' party leaders are banned from 
holding parliamentary or ministerial 
posts. That is why Mr Fischer, despite his 
popularity, cannot serve as the party's offi- 
cial leader. It is also why Fritz Kuhn and 
Claudia Roth, until recently the party's 
two chairmen, could not keep their party 
posts after being elected to parliament in 
September. They could, of course, have 
given up their parliamentary seats. In- 
stead, backed by Mr Fischer, they tried to 
persuade the party to change its rules. But 
at the recent conference they failed to win 
the required two-thirds majority. 

No sooner was the new team, Angelika 
Beer and Reinhard Bütikofer, in office than 
Mr Schróder faced a new crisis that could 
threaten his government's very survival. 
Miss Beer, a former spokesman for the 
Greens on defence, declared that in the 
event of a war against Iraq without a UN 
mandate, the Greens would not agree to let 
the Americans use German airspace or 
their military bases in Germany. Mr Schró- 
der, who has been bending over back- 
wards to mollify the Americans since tak- 
ing a virulent anti-war stance during the 
election campaign, had earlier assured the 
Americans that they could have unre- 
stricted use of both, though he again ruled 
out any active German participation in 
such a war. Still unclear is the possible role 
of NATO’s 17 AWACS reconnaissance air- 
craft that are based in Germany and 
manned by an 11-country squadron, one- 
third of whose personnel are German. 

The Greens may also fall out with their 
Social Democratic partners over arms 
sales to Israel. German law generally bans 
the sale of offensive weapons to non- 
NATO countries, particularly if they might 
be used for internal repression. During a 
visit to Berlin this week by Israel's presi- 
dent, Moshe Katzav, Mr Schréder con- 
firmed his government's willingness to 
provide Israel with ground-to-air Patriot 
missiles but fudged its answer to a request 
for Fuchs armoured personnel carriers. Be- 
cause the vehicles could, say the Greens, 
be used against Palestinian civilians, they 
will try to block any attempt to export 
them to Israel. No public mention has 
been made of an earlier Israeli request for 
two submarines. Mr Schróder merely says 
he is ready to give “help in other areas". 

After last year’s terrorist attacks against 
the United States, when most Germans 
backed Mr Schróder's declaration of “un- 
limited solidarity” with the Americans, in- 
cluding the dispatch of German troops to 
Afghanistan, the traditionally pacifist 


Greens reluctantly went along. This time, 
with most Germans against a war with 
Iraq, they may try to force a showdown. 
The chancellor has a majority of only 
nine in the Bundestag, parliament's lower 
house. If he called for a vote of confidence, 
as he did over Afghanistan, he might lose. 
The government would then collapse. 
Speculation is mounting over a possible 
“grand coalition” with the Christian Dem- 
ocrats. This week Mr Schróder was said to 
have told colleagues that if people think 
him no good at his job, “anybody who 
thinks he can do it better should do it”. 
That was not a serious resignation threat. 
But itis a grim time for the chancellor. m 





Crime in France 
Nicolas Sarkozy 
on a wave 


PARIS 
Why is France's interior minister so 
popular? 


AN Nicolas Sarkozy, France's interior 
minister, do no wrong? Crime is 
down, by more than 5% last month com- 
pared with November last year; the poll- 
sters say that people love him above all 
other ministers bar the prime minister; 
and even the left grudgingly admires his 
political talent. Indeed, on December 9th 
almost 6m viewers saw him triumph, in a 
two-hour grilling on live television, over a 
string of opponents ranging from media 
pundits and the Socialists’ former minis- 
ter, Elisabeth Guigou, to the extreme-right 
bogeyman, Jean-Marie Le Pen. 
The reason, sniff the critics, is simple 
enough: Mr Sarkozy, relishing his reputa- 
tion as France’s “top cop”, makes sure to 





Top cop 


hog the headlines. As the leftist daily Libé- 
ration puts it, “He has one rule: go some- 
where or say something each day—and in 
such a manner that never shall 24 hours 
pass without him being talked about.” 

That meant, within days of his taking 
office in May, much-photographed visits 
to the “difficult”—ie, crime-ridden—sub- 
urbs of cities such as Paris and Marseilles. 
In July it meant a surprise visit, the first of 
several, to Corsica. Last week he was in 
London to announce that the Sangatte ref- 
ugee centre, the camp near Calais from 
which in the past three years some 60,000 
would-be asylum-seekers have sought to 
enter Britain, would be closed on Decem- 
ber 30th, four months ahead of a schedule 
agreed with the British. In between have 
come visits to police and gendarmerie sta- 
tions galore; carefully crafted speeches on 
immigration and France’s Muslims; and an 
agreement with Romania to crack down 
on the gangs who send young Romanians, 
especially Gypsies, to beg or prostitute 
themselves on the streets of France. 

All of which impresses the voters—and 
makes Mr Sarkozy's fellow politicians 
seethe with jealousy. With a few excep- 
tions, the left unconvincingly accuses him 
of introducing a climate of repression by 
beefing up the police, taking operational 
charge of the gendarmerie (which for- 
merly reported to the defence minister) 
and adding yet more laws to the statute 
book. His reply is that since all French citi- 
zens, including those in the "difficult sub- 
urbs", have a right to personal security, the 
criticism amounts to a droits-de-l'hommiste 
(“civil-rights-ist”) elitism. 


So who's the enemy? 

Meanwhile, the left is hard put to attack Mr 
Sarkozy on the plight of France’s sans-pa- 
piers, the 200,000-400,000 immigrants 
without documents to back a claim for a 
right to reside. After all, he has promised 
that his ministry will both look case-by- 
case at each application for legal residence 
and will streamline the procedure to legal- 
ise those with family ties in France or with 
proof of ten years’ residence. As to the 
touchy subject of Islam in France, he this 
week stressed French secularism but an- 
nounced that with the agreement of the 
country’s three main Muslim bodies there 
will nonetheless soon be a “legal identity” 
for the Muslim community in France. 

The big question for Mr Sarkozy, there- 
fore, is not so much opposition from the 
left, but the envy of his own colleagues, in 
particular Alain Juppé, a former prime 
minister and now the president of the Un- 
ion for a Popular Movement (UMP), the 
main party of the right. Mr Juppé sees the 
UMP as a vehicle for carrying him to the 
French presidency when-or if—his men- 
tor, Jacques Chirac, steps down in 2007. 
How annoying, then, that it is Mr Sarkozy 
who is getting the good headlines. = 
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Charlemagne | The perils of Penelope 


Anextraordinary plan to kick awkward members out of the European Union 





T HS weekend in Copenhagen, the European Union will sign 
and seal its largest-ever expansion. Barring last-minute mis- 
haps, ten new members, mainly from Central Europe, will be in- 
vited to join the 15 already in the club. But while new entrants 
crowd into the Union, back in Brussels the finest minds at the 
European Commission are concentrating on a different problem: 
how to kick countries out. A draft European constitution, code- 
named "Penelope" while being drawn up in secret for Romano 
Prodi, the commission's president, and released just a week be- 
fore the Copenhagen meeting, dwells in loving detail on the idea 
that any country that fails to ratify the new constitution should 
be booted out of the club. 

To invite an array of new members to join the EU while pre- 
paring plans to expel others may sound paradoxical. In fact, the 
two ideas are linked. The constitutional convention under way 
in Brussels is trying to work out exactly how an enlarged EU of 25 
countries is going to work. In traditional jargon, the problem has 
been posed as "widening versus deepening". Supporters of en- 
largement, in particular the British, have always hoped that a 
larger EU would make the federalist dream of a “deeper” United 
Europe impossible. How can you possibly impose common for- 
eign, economic and social policies on 25 or more countries, with 
very different levels of wealth and national traditions? The fed- 
eralists respond that a wider Eu may actually demand deeper 
integration, pointing out that if all countries retained vetoes over 
many of the Union's actions, the organisation would get stuck. 

There is an obvious compromise. The federalists are right that 
an enlarged Eu will be able to work only if most decisions are 
made by majority vote. But their opponents are correct that the 
diversity of membership in a bigger Eu suggests that the Union 
should do less. Indeed, it should withdraw from whole areas— 
from social policy, for instance where there is little case for pan- 
European action. 

Europe's constitutional convention, which probably has 
some six months to run, shows little sign of accepting this com- 
promise. Penelope is unequivocal about the need for ever- 
tighter Union. She speaks of a Europe whose vocation is "to exer- 
cise the responsibilities of a world power." That means a single 
foreign policy decided by majority vote, and a mutual defence 
guarantee. The constitution should enshrine “a European model 


of society"—meaning more, not less, social legislation. The EU 
should be given the right to raise its own taxes. It should also 
have expanded police powers and be able even to intervene to 
restore public order in a member state, although only (you may 
be relieved to hear) "in a spirit of solidarity". All of the above 
should be decided by majority vote. 

Penelope, in short, is an extreme federalist, and many of her 
suggestions will be binned before the convention ends. But 
some of her ideas will get through, reflecting the strong federalist 
presence on the convention floor. The final draft will probably 
include a commitment to a common defence, the setting of har- 
monised taxes by majority vote, and expanded powers for an 
embryonic European police force and prosecutor's office. Several 
countries will find some or all of this very hard to take. The Brit- 
ish and the Irish are allergic to the idea of tax harmonisation. The 
Danes have always been wary of the EU's expansion into polic- 
ing. Neutral countries like Sweden, Finland, Austria and Ireland 
will be alarmed by what they may see as the Eu's "militarisa- 
tion". And whatever the convention suggests on the vexed issue 
of the balance of power between the European Commission, the 
Council of Ministers and the European Parliament is bound to 
distress one country or another. 

That could be a big problem. As things stand, any new EU 
constitution, before it comes into force, will have to be approved 
unanimously by all 25 countries that will be in the club by 2004. 
Even if awkward governments succumb to peer pressure and 
sign up, their electorates may still reject the treaty. Ireland and 
Denmark are constitutionally bound to have referendums, and 
their voters have rejected European treaties before. 


Sign up or ship out 

The Eu's forward-planners are vexed. How, they ask, can 4m 
Irish people be allowed to block the adoption of a constitution 
for 470m Europeans? The threat of an Irish or Danish rejection, 
they reckon, is heightened by the fact that a no vote will have no 
tangible consequences for a recalcitrant country. Hence their 
suggestion, ever so politely put, that any country that fails to rat- 
ify should leave the Union. It is not just Penelope who is arguing 
for this. More significantly, Valéry Giscard d'Estaing, a former 
French president who is chairing the convention, also favours 
this “constitutional rupture". The commission's lawyers reckon 
that the awkward legal requirement for unanimous approval 
could be circumvented by getting all eu countries to make a "po- 
litical declaration" that any country that rejects the constitution 
will agree to leave the club. As one senior commission official ex- 
plains: *We need to push countries up against the wall and say, 
‘in or out?' " 

Britain, Ireland, Denmark and others will fight hard against 
being pushed up against this particular wall. But if the commis- 
sion and Mr Giscard d'Estaing get their constitutional rupture 
written into the treaty, they may come to regret it. It is precisely 
the Union's wealthiest and most stable members who are often 
most attached to their own institutions and most likely to resist 
having a new European constitution forced down their throats. 
Anditis the poorer and historically less stable countries that are 
least likely to risk leaving Europe's “rich man's club”. The federal- 
ists have always been uneasy about letting poor Central Europe- 
ans in. How ironic if the Eu found itself ushering in new 
members by the front door while inadvertently pushing some of 
Europe's richer and older democracies out by the back. m 
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With a series of simple clicking 
sounds, he can teach a force of 200 
men to hunt, to cure disease, even 


how to find an appropriate mate. 


How well do you share? 


Chief Obijol’s method of disseminating critical 
information works exceedingly well to keep 
his organisation on the same page. For others, 


sharing documents and images more effectively 





might be a good place to start. 
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www.ricoh.com/aficio featuring Aficio solutions. 







‘icals, 3D displays, digital 
copyright licensing, wavefront 
odir ng, protecting photographs, 
recordable DVDs, mobile browsers, 
passive jogging, quantu m-dot lasers 
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The wrong technology has set universal 
broadband access back years 
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The race to computerise biology 
The laboratory rat is giving way to the 
< computer mouse 

26 Move over, silicon 

Semiconductor firms are bent on 
making chips out of cheap plastic 
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Ciever design and marketing made 
Adobe the king of online documents 
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Old-fashioned telephone services could 
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Bringing the benefits of customisation 
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35 Adrug of one's own 
Ronald Levy wants to use the body's 
immune system to fight cancer 
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American innovation in the 
1980s, and were emulated 
widely around the world, are 
under attack at home 


EMEMBER the technological malaise 

that befell America in the late 1970s? 
Japan was busy snuffing out Pittsburgh’s 
steel mills, driving Detroit off the road, 
and beginning its assault on Silicon Val- 
ley. Only a decade later, things were very 
different. Japanese industry was in re- 
treat. An exhausted Soviet empire threw 
in the towel. Europe sat up and started in- 
vesting heavily in America. Why the sud- 
den reversal of fortunes? Across America, 
there had been a flowering of innovation 
unlike anything seen before. 

Possibly the most inspired piece of leg- 
islation to be enacted in America over the 
past half-century was the Bayh-Dole act 
of 1980. Together with amendments in 
1984 and augmentation in 1986, this un- 
locked all the inventions and discoveries 
that had been made in laboratories 
throughout the United States with the 
help of taxpayers’ money. More than 
anything, this single policy measure 
helped to reverse America’s precipitous 
slide into industrial irrelevance. 

Before Bayh-Dole, the fruits of re- 
search supported by government agen- 
cies had belonged strictly to the federal 
government. Nobody could exploit such 
research without tedious negotiations 
with the federal agency concerned. 
Worse, companies found it nigh impossi- 
ble to acquire exclusive rights to a govern- 
ment-owned patent. And without that, 
few firms were willing to invest millions 
more of their own money to turn araw 
research idea into a marketable product. 

The result was that inventions and dis- 
coveries made in American universities, 
teaching hospitals, national laboratories 
and non-profit institutions sat in ware- 
houses gathering dust. Of the 28,000 pat- 
ents that the American government 
owned in 1980, fewer than 5% had been 
licensed to industry. Although taxpayers 
were footing the bill for 6096 of all aca- 
demic research, they were getting hardly 
anythinginreturn. _ 

The Bayh-Dole act did two big things 
at a stroke. It transferred ownership of an 
invention or discovery from the govern- 
ment agency that had helped to pay for it 
to the academic institution that had car- 


and even cloning, not plucking for the - 





ried out the actual UNT Andit it en- 
sured that the researchers involved got a 
piece of the action. | 

Overnight, universities across Amer- 
ica became hotbeds of innovation,as en 
trepreneurial professors took their 
inventions (and graduate students) off | 
campus to set up companies of their 
own. Since 1980, American universities 
have witnessed a tenfold increase in 
patents they generate, spun off more 
2,200 firms to exploit research donei 
their labs, created 260,000 jobs in th 
process, and now contribute #40 bil 
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No aba uum 


The goverment has pe (hough. rar y 
used) therightto withdraw alicence if a 
company fails to commercialise an inven- 
tion within a reasonable period. This wa 
to prevent companies from licensing aca 
demic know-how merely to block rival _ 
firms from doing so. The lawyers argue 
thatthe government could use its walk-i 
rightsto bully pharmaceutical firmsi into . 
loweringthepriceofcertaindrugs. — 
Whatever the merits of their case, suf : 
fice itto say that the sole purpose ofthe 
Bayh-Dole legislation was to provide in- - 
centives for academic researchers to ex- 
ploit their ideas. The culture of competi- _ 
tiveness created in the process explains 
why America is, once again, pre-eminent 
in technology. A goose thatlayssuch : 
golden eggs needs nurturing, protecting: 


pot. Readers who agree or disagree can 
share their own views at www.econo- 
mist.com/forums/tq. @ 





Does your software let you manage and protect your wireless enterprise no matter 
where it goes? 


Managing your enterprise was hard enough w hen you knew where it was. Now, thanks to the boom in wireless devices, mission-critical 
data and systems can walk in and out the door at will That's why it's vital to have softwore that can keep track of your wireless enterprise 
no matter where it goes. Our infrastructure management software iS considered the gold standard, making it one of the best choices for 
securing and managing your global environment And it works across multiple platforms, so it's compatible with what you have today 
and what vou add tomorrow. Sure, your devices may still get lost. But your information won t ca.com/wireless/enterprise 
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Brave new world of 
farmaceuticals 
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A flood of new medicines will hit 
the market if producing 
biopharmaceuticals in animals 
rather than reaction vessels can 
be made to work better 


UMANS never tire of hearing tales of 

heroic animals. Fables abound of 
people owing their lives to a St Bernard or 
a horse. In the near future, however, an 
entirely different breed of creatures could 
be saving humans in distress. Imagine 
owing your life to a goat, cow or chicken? 
Welcome to the brave new world of far- 
maceuticals. Biotechnology firms are 
busy trying to turn humble barnyard ani- 
mals into living bioreactors full of life- 
Saving medicines. Through the process of 
genetic modification, such animals can 
be induced to produce large volumes of 
certain proteins in their milk, eggs or 
blood. And when purified, such proteins 
can be used to treat diseases. 

Drug makers are especially keen to get 
their hands on large quantities of com- 
pounds known as monoclonal antibod- 
ies. These proteins, which act as the 
footsoldiers of the immune system, re- 
cognise and bind to alien objects in the 
body. Drugs made from antibodies could 
take aim at bacterial infections, perhaps 
even cancerous cells, far more accurately 
than synthetic drugs. Since drug makers 
can simply isolate antibodies, and the 
genes that code for them, from the blood 
and cells of laboratory animals, they can 
avoid having to design therapeutic mole- 
cules entirely from scratch. 

For decades, medical researchers have 
dreamed of making these "silver bullets" 
into drugs. But even silver bullets must be 


VY à . T LX 
3 T — +> nee 
] DET T 
sr Pe AZ B E Zar. SS 


formed in some sort of foundry. And 
makers of therapeutic proteins—“bio- 
pharmaceuticals", as they are known—- 
desperately need more foundries if they 
are to bring them to market in commer- 
cial quantities. 

A mere ten antibody drugs now ab- 
sorb nearly all the antibody production 
facilities in the world. When demand re- 
cently exceeded supply for Immunex's 
new antibody-based drug, Enbrel, the 
company had to persuade another bio- 
technology firm, Medimmune, to part 
with the “production slots" it had re- 
served at Boehringer Ingelheim, a con- 
tract drug manufacturer based in 
Germany. 

The other option-to build a new facil- 
ity to produce such compounds—would 
have cost $200m-400m and taken three 
tofive yearsto complete. Such outlays de- 
ter cash-strapped drug makers, especially 
those requiring only small quantities of a 
protein to complete a series of clinical 
trials and win regulatory approval. 

If manufacturing biopharmaceuticals 
in animals could be made more efficient, 
it would overcome the logjam that has 
been holding a flood of new therapeutic 
compounds back. More than a hundred 
protein-based drugs are now in advanced 
phases of clinical trials, and many more 
are in developmentin the laboratory. The 
stakes are high, in terms both of lives that 
might be saved and profits that might be 
pocketed. If manufacturing in animals 
can be made a success, it will bring drug 
makers and biotech firms billions of dol- 
lars in sales over the coming decade. 

At present the most advanced technol- 
ogy for biomanufacturing involves goats 
and cows. At GTC Biotherapeutics in Fra- 
mingham, Massachusetts, scientists are 
capitalising on the benefits of natural se- 
lection. Over the ages, the mammary 
glands of goats and cows have evolved to 
pack proteins into breast milk—so that 
mother animals can nourish and protect 
their young. When a goat is genetically 
modified to carry a gene for a therapeutic 
protein, the breast cells treat that gene like 
any other. So far, GTC Biotherapeutics 
has successfully engineered goats that ex- 
crete 14 varieties of therapeutic protein in 
their milk. 

A firm wishing to produce a therapeu- 
tic protein in quantity can contract GTC 
to create transgenic goats that excrete the 
desired protein in their milk. According to 
Thomas Newberry of GTC, creating a 
herd of transgenic goats costs about 
$100m-expensive, but still only a third 
the cost of building a protein production 
facility. Moreover, when a drug maker 
needs to double production, it simply 
breeds more animals-thereby avoiding 
spending $300m on a new factory. 

Mr Newberry reckons it takes about 18 
months to make a transgenic goat that 
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produces a desired therapeut prote 


requires about three years. Once the 

transgenic mammal has matured, how- 

— ever, increasing the volume of protein 

. production is simply a matter of milking. 

Goats produce roughly two litres of milk 

-. aday, while cows produce about 20 litres 
= aday. 

How much the purified protein will 
costis uncertain. The traditional method 
of production for such proteins, which in- 
volves culturing large volumes of mam- 
malian-derived cells and extracting their 
contents, costs about $150 a gram. By us- 


|. -inggoats and cows, Mr Newberry esti- 


mates that his firm may be able to 


- — produce raw protein for $1-2 a gram. 


Other firms are turning to chickens to 
achieve the same results. Chickens have 
-= some advantages over goats or cows. 

.. First, chickens lay eggs which, like Tup- 
perware, are sterile, sealed containers for 
protecting and storing delicate contents. 
The albumen, or egg white, is an ideal 
place to store fragile compounds. Second, 
chickens are quicker to mature and 
cheaper to breed than goats or cows. A 
chicken flock can multiply tenfold within 
a year. And each additional bird requires 
only one square foot of extra space ina 
chicken coop. 

Despite the attractive economics, 
however, research into transgenic chick- 
ens is not as advanced as research into 

. goats or cattle. In July 2002, TranXeno- 
Gen, an avian transgenics firm based in 
Shrewsbury, Massachusetts, announced 
thatit had produced two antibodies—one 
human antibody and one mouse anti- 
body—in the albumens of so-called “chi- 

meric” chickens, which produce the 
desired protein in some (but not all) their 
cells. However, the yields of these pro- 
teins were quite low. It could be another 

-. year or so before TranXenoGen produces 


-=> fully transgenic chickens with a higher 


yield of therapeutic protein in their eggs. 
At present, TranXenoGen is aiming to 


|»... produce transgenic chickens that make 
'- eggs containing insulin and human se- 


rum albumen, with an eye on getting reg- 


-` ulatorsto stamp their seal of approval on 


. drugs produced this way. 

Many other biotech firms are rushing 
to turn farm animals into protein fac- 
tories. Others are trying to do the same 
with crops such as corn and alfalfa. How- 
ever, two big hurdles remain. First, the 
firms have to get regulatory approval for 
these products. More important, they 
must soothe public fears about the risks 
of cross-species infection, such as bovine 
spongiform encephalitis (“mad cow dis- 
ease"). But if these obstacles can be sur- 
mounted, then some animals in the 
farmyard of the future will indeed be 
more equal—and certainly more helpful— 

than others. @ 


its milk. To reach the same pointinacow - 



















Cheap 3D displays will be coming toa 
computer near you next year. 
Unfortunately, little software will be 
available to take full advantage of 
their stunning depth of field 


HOWMEN have been trying to make 

three dimensions from two for centu- 
ries. The “stereoptikon”, which appears 
to depict three-dimensional scenes, was 
wildly popular at the 1851 Great Exhi- 
bition in London. The stereoptikon works 
by showing a slightly different photo- 
graph to each eye, fooling the brain into 
creating a three-dimensional composite. 
Engineers at theJapanese-owned Sharp 
Laboratories of Europe, in Oxford, Eng- 
land, use the same technique in a recently 
developed 3p liquid-crystal display 
(LCD). 

The trouble with the stereoptikon, and 
with many contemporary 3D displays, is 
that they call for special eyewear. Al- 
though the coloured glasses of recent vin- 
tage are less obtrusive than the 
microscope-like stereoptikon apparatus, 
Stephen Bold, managing director of 
Sharp Laboratories, believes that, for a 3D 
display to become truly popular, it must 
work without any glasses at all. 

The ploy that Sharp usesisto setup a 
zebra-like grating, known as a parallax 
barrier, either justin front of or just be- 
hind an ordinary LCD. The opaque 
stripes on the grating block different pix- 
els for each eye, because the angle from 
the screen to the left and right eyes differs. 
The grating itself is fine enough to be im- 
perceptible. Because the grating is made 
of polarising liquid crystals, it can be 
turned off, and the screen can switch to 
displaying two ordinary dimensions. 
However, forit to work in 3D mode, the 
observer must be put in just the right 
place. Otherwise the angles do not line 
up and a disorienting jumble results. Dis- 
orientation haslong been a problem with 
3D screens; earlier efforts towards a 3D 
display ran into problems because the il- 
lusion was at times too good, inducing 
nausea. To beon the safe side, the Sharp 
team has constrained the depth-of-field 
in their screen to about 15 centimetres, a 
distance they found optimal. 

Though the ideas behind the 3p LCD 
are not new, implementing them re- 
mains tough. On several previous occa- 
sions, Sharp had thought itself ready to 
introduce the 3p display technology— 
only to find thatit could not make the 








Outstanding imagery 


screens accurately enough. To a great ex- 
tent, the firm has now succeeded, even 
though the display still works only at the 
*sweet spot" where the viewing angles 
coincide. To make this easy to find, Sharp 
has puta little bar at the bottom of the 
screen. From most positions, the bar ap- 
pears red; at the sweet spot, however, it 
turns black. 

Advanced systems that allow multiple 
users to see 3D effects from arbitrary 
spots exist but are expensive. One of the 
newest, a futuristic-looking dome from 
Actuality Systems, a start-up based in 
Burlington, Massachusetts, costs 
$40,000. By contrast, Sharp's 3D screen 
will cost only 50% more than a conven- 
tional 2D screen with comparable resolu- 
tion, says Dr Bold. That means they could 
be sold for hundreds, instead of thou- 
sands, of dollars. Such pricing would al- 
low Sharp to aim at the consumer 
market, which is vastly larger than the 
more limited professional one. The com- 
pany expects to start shipping consumer 
models of its 3D LCD early in 2003. 

The only catch is that there are, as yet, 
few consumer applications for 3D dis- 
plays. The problem is not only that the 
software has to split the images it wants 
to display into portions for the left and 
right eyes, but that the user interface 
needs to take advantage of all three di- 
mensions. It is telling that one of Sharp’s 
demonstrations is a classic computer 
game, Quake, which has been modified 
torun on a3D LCD. Dr Bold expects that, 
at first, game-players will be the biggest 
users of 3D screens. 

Beyond computer games lie serious 
applications in business software for 3D 
imaging. Microsoft has expressed interest 
in adapting its Windows operating sys- 
tem to three dimensions. Dr Bold imagi- 
nes that the switch from two- to 
three-dimensional liquid-crystal displays 
could be even more significant than the 
wholesale conversion from black-and- 
white to colour that took the computer in- 
dustry by storm a decade ago. 8 
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hony for 
local radio 


Listeners could be receiving AM and 
FM radio with CD-quality sound 
sooner than even most broadcasters 
had expected 


EVERAL months ago, iBiquity Digital 

was riding high. With no competitors, 
this two-year-old firm, based in Colum- 
bia, Maryland, had a novel technology 
for replacing traditional AM and FM ra- 
dio broadcasting with more robust digital 
signals. The Federal Communications 
Commission (FCC) in Washington, DC, 
had officially endorsed iBiquity's terres- 
trial digital radio format, known as 1BOC 
(in-band on-channel). Although the Fcc 
stopped short of finalising the licensing 
terms until a later hearing, it agreed to let 
local radio operators begin broadcasting 
in the new rBOC format. 

It seemed only a matter of time before 
car owners, equipped with an IBOC ra- 
dio, would be free to enjoy stunning cD- 
quality local programming as they 
cruised America’s highways and by ways. 


Meanwhile, radio broadcasters across the 


country would offer ancillary data (such 


as promotions for movie and concert tick- 
ets, or personalised share-price tickers) by 


piggybacking the information on the 
IBOC signal. iBiquity had even started to 
persuade radio stations to spend tens of 
thousands of dollars to upgrade their 


broadcasting equipment for the new digi- 


tal signals. Then along came Motorola, 
with a digital-radio chipset called Sym- 
phony, to spoil the fun. 

Both devices turn crackly analogue 
broadcasting into pristine digital radio. 
But the similarities end there. The iBi- 
quity scheme involves a tuner built to re- 
ceive a digital bitstream from a broad- 
caster transmitting a signal using the 
IBOC format. In contrast, the Symphony 
chipset takes an ordinary analogue AM 
or FM Signal and pumps it through its 
powerful digital processor to enhance the 
sound and boost reception significantly. 


Symphony costs the broadcaster nothing, 


and consumers next to nothing—and the 
average listener can barely hear the differ- 
ence between the two digital forms of 
AM Or EM radio reception. 

Symphony has some big advantages. 
To create CD-quality music, it uses not 
only hardware (its 24-bit signal processor 
is similar to those found in home-theatre 
equipment with fancy surround-sound 
features) but also a software engine. The 
built-in software, which lets users up- 
grade or customise the radio with third- 





party applications, can generate noise- 
cancelling signals to eliminate engine 
hum and other stray sounds. It can also 
pick up neighbouring stations more accu- 
rately than conventional tuners and thus 
avoid interference. The "spectrum buffer" 
required by the FCC to stop adjacent sta- 
tions interfering with each other could be 
cutin half, says John Hansen of Moto- 
rola. That could double the number of 
possible stations in the AM/FM bands. 
Motorolais selling samples of its Sym- 
phony chipset to developers for about 
$30 apiece. Once in volume production, 
the chipset is expected to cost only a few 
dollars. The company hopes that pro- 
ducts based on Symphony will be on the 
market by Christmas 2003. Ryan Jones of 
the Yankee Group, a technology consul- 
tancy in Boston, expects Motorola to en- 
tice consumers who do not want to wait 
for iBiquity's digital broadcasting system, 
or are unwilling to pay monthly subscrip- 





























tion fees for digital satellite radio. "But 
over the longer term," says Mr jones, "a 
pure digital solution offers a number of 
different advantages—such as higher 
sound- "quality, longer range, and ancil- 
lary data features.” 

Eventually, digital radio could evolve 
into an industry which, in shape if not 
size, resembles the television industry— 
where broadcast, cable and satellite com- 
pete at the margins but otherwise share a. 
lucrative market. Analysts at Allied Busi- 
ness Intelligence of Oyster Bay, New 
York, believe that sales of digital radios- 
will jump nearly 50-fold to 33m by 2007. 
Meanwhile, Cahner’s In-Stat, a technol 
ogy forecasting firm with offices in New- 
ton, Massachusetts, expects to see one in. 
every two radios sold in America | 
equipped with a digital decoder within 
four years. Whatever happens to iBi- 
quity, the daysof thesqueaky AM/FM 
tuner are clearly numbered. m 


explorers 





When NASA wanted to 
upgrade its network, hp retooled 
the infrastructure, outsourced IT 
management and installed 
HP.OpenView"" to monitor the 
network for failures before they 
occur, Now NASA can spend 
more fime on its real mission: 

to explore, discover and inspire. 
www.hp.com/plus explorers 
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FedEx,#the very model of corporate efficiency 
always looks for new ways to improve 
service. hp helped FedEx IT managers deploy 
HP OpenView,” which lets them identify and 
correct potential issues quickly and simply. 
The result is a smoothly running operation that 
produces happy customers from Memphis to 
Monaco - not to mention Mexico, Morocco 


and Martinique. www.hp.com/plus fedex 
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hp helped Amazon.com” design a Linux environment, one that is 
exceptionally stable, flexible and economical. The site stays up 
and running, ensuring that, at 2:3.m:, you-can order the.odd little 
item you simply can't do without. www.hp:com/plus .amazon 
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DreamWorks” and hp have formed a 
unique technology partnership with one 
simple goal: to explore new creative 
frontiers. DreamWorks animators use hp 
workstations and servers running Linux 
to increase collaboration and reduce 
rendering times and overall costs — freei 
them to invent brave new animated wo 
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Images from à 
blurred world 


Wavefront coding produces 
pin-sharp images of microscopic 
objects, where the slightest 
variation in focus creates only a blur 


I IS annoying enough to get family 
prints back from the developer only to 
find that many of them are blurred or un- 
der-exposed. Imagine how frustrating it 
must be when the images are of a valu- 
able micro-machine whose intricate 
structure must be verified in minute de- 
tail if itis to enter production. Here, a 
blurry image can mean the difference be- 
tween commercial success or failure. This 
is where a small company based in Boul- 
der, Colorado, called CDM Optics, be- 
lieves it has a role. By using a novel 
distorting lens and digital-signal process- 
ing, the firm can extract crisp images from 
situations in which an ordinary lens sees 
only a blur. 

In aconventional optical system, light 
rays enter through a lens and converge at 
a point to form an image. This point lies 
on the so-called “focal plane” of the lens. 
If, for some reason, some of the conver- 
gence points meetin front of, or behind, 
the focal plane, aspects of the resulting 
picture will be out of focus. Equally, to get 
an image with a larger “depth of 
field"—ie, where more of the distant 
objects as well as the nearer onesin a 
scene are in focus-the photographer 
must “stop down" the aperture of the 
lens, restricting the amount of light ad- 
mitted. But if the aperture is reduced too 
much, the image may be too dark to be 
usable. 

The Boulder firm has found a way of 
avoiding both problems. When a light ray 
enters CDM'simaging system, it passes 
first through conventional optical ele- 
ments, and then through a lens moulded 
into a shape of a cubic-like function (ie, 
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From fuzzy images to pristine pictures 


with a surface which, instead of being 
spherical, is relatively flatin the centre 
but has scalloped edges). As the light rays 
pass through this odd-shaped lens, they 
are distorted. Instead of converging toa 
point on a focal plane behind the lens, 
the rays spread out so as to run in a thick 
stream roughly parallel to each other (see 
chart below). That makes the precise lo- 
cation of the surface where the image is 
to beformed much less important, be- 
cause any particular plane at any given 
location will receive more or less the 
same pattern of light rays. 

The initial image produced by this 
form of “wavefront coding" is, of course, 
still blurry. But in this case, the blur is not 
random butis related to the mathemati- 
cal shape of the distorting lens—and, as 
such, it can be systematically removed. 
As it decodes the image, a digital-signal 
processor in the wavefront-coding sys- 
tem can subtract the systematic distor- 
tion. The resulting image will appear 
focused, both on near and far objects. Us- 
ing this technique, it is possible to achieve 
sharper focus at a given level of illumina- 
tion than is possible with any ordinary 
lens system. 

One application for wavefront coding 
may be the burgeoning field of biomet- 
rics—the use of a unique piece of 
personal information, such as a finger- 
print, retinal scan or voiceprint, for identi- 
fication. A conventional biometric 
imaging-device, used to record a finger- 
print typically, has an optimal range of 22 














centimetres and a depth of field of one 
centimetre. If the finger is placed at, say, 
12 centimetres from the lens, the imaging 
system sees only a foggy haze. According 
to CDM, wavefront coding is so robust 
that it can produce equally clear images, 
whether the finger is 12, 22 or 32 centi- 
metres from the lens. m 


Unretouched by 
human hand 


The need to protect photographic 
images from being tampered with is 
finally being acknowledged 


IKE the Dutch boy with his finger in the 

dyke, the entertainment lobby has 
been vainly trying to stop the torrent of il- 
legally downloaded digital movies and 
music ever since the demise of Napster 
and the emergence of other software for 
swapping video and audio files over the 
Internet. Copyright schemes for video 
and music abound—including every- 
thing from pay-per-view web video to 
Celine Dion compact discs that deliber- 
ately crash computers. However, there 
has been far less talk about new tactics to 
defend digitised photographs and other 
images from tampering, copying and re- 
distribution. 

That could change. A group from the 
University of Rochester, New York, and 
Xerox Corporation is quietly perfecting a 
procedure called “reversible data-hid- 
ing”. The technique verifies the integrity 
and authenticity of digital images, assur- 
ing users that they are viewing an un- 
tainted original, and notifying the creator 
if a photograph is misappropriated. 

Protecting a digital photograph is trick- 
ier than safeguarding a digital video or 
music file. Both processes involve a pro- 
grammer embedding encryption, copy- 
right or authentication (“digital 
watermark”) code somewhere within the 
binary data that make up the image. Digi- » 





> tal video or music files are more straight- 
forward to padlock because of their large 
size. It requires a hefty amount of data to 
reproduce a video or a musical score. 
That makes it easier to add sections of 
code here and there without corrupting 
the overall quality of the file. A still im- 
age, by contrast, contains fewer bits (ie, bi- 
nary digits of ones and zeros). With 
limited space, adding protective mea- 
sures means sacrificing some of the im- 
age data, with a noticeable loss in picture 
quality. And for many purposes that is 
unacceptable. 

Reversible data-hiding offers a clever 
solution. The embedding process begins 
by extracting and compressing some mi- 
nor details of the image, explains Meh- 
met Celik of the University of Rochester. 
This packet of data (usually about four 
kilobytes of code) is then embedded 
within the file, and a digital watermark is 
inserted into the newly created space left 
behind by the compression process. 
When authorised users open the file, 
they see the watermark, which tells them 
that the image has not been manipulated 
or corrupted in some irreversible way. 
Software then automatically removes the 
watermark, decompresses the “hidden” 
packet of data, and rebuilds the image to 
its former specifications. 

It sounds like a lot of trouble for one 
image. But as Mr Celik outlines the possi- 
ble applications for reversible data-hid- 
ing, it becomes obvious why preserving 
image integrity is so critical. In a court- 
room, for instance, a police officer might 
want to present photographic evidence 
taken at the crime scene with a digital 
camera. Usually, there is no way to know 
whether the images have been altered. 
With reversible data-hiding, however, 
photographic evidence could be water- 
marked and secured from tampering the 
moment the shutter is pressed. 

The process improves on the idea of 
digital signatures, which require both the 
creator and the viewer to *unlock" the file 
with a unique “key”. This may be all but 
foolproof, but it takes up more room; and 
the signature could be stripped from the 
file when the image is opened and saved 
again. The data-hiding technique neatly 
fits within the image, and all the authenti- 
cation tasks are localised, notes Guarav 
Sharma of Xerox. This does not prevent 
the image from being edited with soft- 
ware such as Photoshop, but it will tell 
authorised users whether the image is in 
its original state or has been retouched. 

The United States army has expressed 
an interest in the data-hiding algorithms 
for combining extremely high-resolution 
reconnaissance photographs with 
authentication security. Eventually, Mr 
Sharma expects to see Xerox scanners 
and copiers with data-hiding functions 
builtinto them. m 
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Battle of th 
blues 


As if there were not enough 
recordable DVD standards, two new 
ones, based on the blue laser, offer 
as big an increase in storage as the 
DVD did over the CD 


S THE pvp (digital video disc) cele- 
brates its seventh birthday, the pop- 
ular video format that was born out of a 
clash between two rival technologies— 
pitting Time Warner and Toshiba against 
Philips and Sony-is once again poised 
for a winner-takes-all battle of standards. 
Reminiscent of the DvD rivalries in the 
early 1990s, two separate camps are once 
again vying for technological leadership. 

The tussle this time is over which DvD 
recording standard will prevail. Lined up 
on one side is a consortium of nine firms, 
including Sony, Philips, Samsung, Sharp 
and Thomson Multimedia, that backs a 
scheme called Blu-Ray. On the other side 
is a partnership between NEC and Tosh- 
iba, with a recording protocol that has yet 
to be named. 

This is not the first time a recordable 
DVD has been introduced. An alphabet 
soup of recording technologies—includ- 
ing DVD-R, DVD-RAM, DVD-RW, 
DVD+RW and DVD*R—has emerged over 
the past couple of years, each to have its 
day before being eclipsed by another. But 
with so many confusing standards, and 
each offering only a modest 4.7 gigabytes 
of storage, consumer interest has re- 
mained limited. 

The difference this timeis that the 
makers have boosted the DvD's storage 
capacity more than sixfold. By doing this, 
they can offer enough storage space for a 





Tomorrow's VCR 


two-hour movie to be recorded in flaw- 
less high-definition video, or for more 
than ten hours of standard Tv-quality 
broadcasting. If the price of the blank 
discs can be made low enough, Blu-Ray 
and its rival could at last offer a realistic 
replacement for the crude but still widely 
used vcr (video-cassette recorder). And 
thatis a market really worth squabbling 
Over. 

The Blu-Ray and NEC/Toshiba sys- 
tems are based on similar technology. 
Rather than trying to improve the ubiqui- 
tous red laser that drives today’s DvD 
players, engineers in both camps have 
adopted the recently developed blue-vio- 
let laser as a way of packing greater vol- 
umes of data on to a single DvD. A red 
laser pumps out light at a wavelength of 
650 nanometres (billionths of a metre); a 
blue-violet laser operates at a shorter 405 
nm. The shorter the wavelength, the 
smaller the point the laser beam can be 
focused on. And the smaller the zones in 
which data can be stored and read back 
from, the greater the number of bits (ie, 
binary digits of ones and zeros) that can 
be crammed on to a disc. The NEC/Tosh- 
iba blue-laser disc can hold up to 20 giga- 
bytes of data; the Blu-Ray consortium's 
stores 27 gigabytes. 

The Blu-Ray's proponents believe they 
can push their disc capacity up to 50 giga- 
bytes—-about 10 gigabytes more than the 
NEC/Toshiba team's maximum projected 
size. But the NEC/Toshiba design will be 
“backwardly compatible" with today's 
DVDS. That could be a significant advan- 
tage in the marketplace, saving video- 
philes from having to replace their film 
collections, or having to use a second 
player for older discs. Also, because the 
NEC/Toshiba design is based on the same 
0.6 millimetre substratum as today's 
DVDs (as opposed to Blu-Ray's 0.1 mm), it 
should allow consumer-electronics firms 
and disc producers to use their existing 
manufacturing plant to make players and 
blank discs. 

Whether the DvD Forum, an industry- 
wide standards body, will have the clout 
to get the warring sides to agree on a sin- 
gle standard for a high-definition record- 
able DvD is a moot point. At the moment, 
the omens are not good. Yet even if there 
is no single blue-laser recording standard, 
the technology could provide a shot in 
the arm for the moribund high-definition 
television (HDTV) protocol. 

Both blue-laser formats are capable of 
streaming data at a blinding 36 mega- 
bytes per second (six times faster than 
data can be read off an ordinary pvp), 
making them fast enough to paint an 
HDTV screen in real time. Film buffs look- 
ing for the ultimate in picture quality 
could thus create renewed interest in this 
much-promised, much-delayed, digital 
viewing experience. 8 
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A quart into a 
pint pot 


With its tiny screen, surfing the web 
with a mobile phone has been 
maddening. A clever new web 
browser could change all that 


IEWING web pages on handheld 

computers and mobile phones, with 
their small screens, is a fiddly business. 
First, the web pages themselves take ages 
to trickle across the airwaves. Then they 
are subjected to one of two fates. They 
may be horribly mangled and over-sim- 
plified, so that they bear littleresem- 


blance to their original design and layout. 


Or they may be assembled just as their 
designers intended; but viewing large, 
complex web pages on a small screen in- 
volves a lot of zooming and scrolling. No 
wonder the industry came up with 
“wireless application protocol” (WAP),a 
cut-down version of the web for mobile 
devices. But mobile-phone users wanted 
the web proper, not some poor relation, 
so WAP turned out to be a flop. 

Thank goodness, then, for Opera, a 
Norwegian software firm. It has devised 
aclever new way to squeeze grown-up 
web pages on to diminutive devices, such 
as smartphones, so that they both look 
good and are easy to navigate. The trick is 
to reformat the web page in an intelligent 
way-by working out which parts are im- 
portant and which not, says Hakon Lie, 
Opera's chief technology officer. 

Some graphics, for example, are mere 
ornaments, like rounded corners on the 
edges of tables or boxes. Such parts are 
not downloaded at all. Others are impor- 
tant, but too big- company logos and 





newspaper mastheads, for example. 
These are downloaded, and then scaled 
down by the browser to fit within the 
width of the screen. Graphics that are 
used for navigation can be replaced with 
their text equivalents. Tables and grids of 
elements are decomposed and the con- 
tents are moved into a single-column 
layout. The result is a tall, thin page called 
a "content column". 

There is no single way of doing all this 
that works well for all web pages or on all 
devices. But most of the time, Opera's re- 
sults look surprisingly good. That is 
largely because the company also makes 
a desktop browser, not as widely known 
or used as those made by Microsoft and 


Netscape, but acclaimed by users for its 
speed and compactness. The company 
thus has years of experience in analysing 
how web pages are designed and coded, 
whichit has been able to exploit in the 
development of its “small-screen render- 
ing" algorithm. 

All the reformatting is done within the 
browser on the phone, rather than using 
a "proxy server" sitting on the mobile- 
phone operator's network to reformat 
pages before transmitting them to the 
handset. The advantage of doing every- 
thing on the mobile device itself, says Mr 
Lie, is that it gives the user more control. 
The final version of the software will 
probably include a slider to allow the 


Shaken not stirred 


The merits of passive exercise 


is jogging good for you? Part 

of the answer is the word itself: 
the regular jogs the body receives 
while running release beneficial 
chemicals into the bloodstream. 
These include nitric oxide, which 
helps to dilate blood vessels and in- 
crease blood flow, reducing the risk 
of clot formation. But to the delight of 
couch potatoes every where, it seems 
that the same effect can be achieved 
by lying down ona mechanised table 
that shakes the body from head to toe 
two or three times a second. 

A Florida-based medical-equip- 
ment developer called Non-Invasive 
Monitoring Systems (NIMs) has de- 
veloped a special motion platform to 
do the shaking. Marvin Sackner, the 
company's chairman and a doctor 
with a record of innovation, believes 
the treatment could deal with ail- 
ments as varied as pulmonary hyper- 
tension and arthritis. He calls it 
"acceleration therapeutics". 

The passive exerciser, which sells 
for $35,000, has been registered with 
the Food and Drug Administration as 
a medical device for therapeutic use. 
Itis aimed more at clinics than 
homes. A typical treatment consists 
of 35 sessions of 45 minutes each. Im- 
provements reported by patients can 
last for as long asa year. So far, the 
only side-effect seems to be a strong 
urge to urinate while being shaken. In 
contrast, jogging has a range of harm- 
ful side-effects, from damaged joints 
and jogger’s rash to traffic accidents. 

Perhaps the greatest advantage of 
the motion platform is thatit can be 
used by people who are unable to jog. 
Patients with osteoarthritis of the hip 


report that the distance they can walk 
increases several-fold after treatment 
on the motion platform. This is be- 
lieved to be due to chemicals that are 
released by shaking, which are 
known to reduce the inflammatory 
substances that cause arthritis. 

New applications for the motion 
platform keep turning up. Jose Adams 
of the Mount Sinai Medical Centre in 


resuscita by greatly increasing 
blood flow to the brain during a heart 
attack. This would appear far less da- 
HE patient than the conven- 

tional rib-crushing method. If further 
studies on patients back Dr Adams's 
ee motion platforms may one 
day be into hospital beds 
and ambulances, and spring into ac- 
tion whenever a monitor attached toa 
patient detects a heart attack. 

Dr Sackner admits these are still 
early days for acceleration therapeu- 
tics. Only asmall number of patients 
have received extensive treatment. 
And much of the evidence for health 
improvements is still anecdotal, not 
statistical. Intriguingly, though, that 
anecdotal evidence points to in- 
creased energy levels after treat- 
ment-similar to the invigorating 
effects of active exercise. Some pa- 
tients even report a pleasurable equiv- 
alent of “jogger’s high”, caused by the 
release of the brain’s own pain-killing 
pon called endorphins. If the ini- 

tial results are confirmed 


medical 
laboratories around the world, reluc- 
tant joggers may at long last wave 
their running shoes goodbye. 
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> user to choose between faster downloads 
or better-looking pages. 

Support for small-screen rendering 
will be included in Opera 7.0, the next 
version of Opera’s desktop browser, due 
out by the end of the year. That will allow 
web-page designers to see how their 
pages will look on mobile devices and 
tune them accordingly. The mobile ver- 
sion of the browser will be available in 
2003. So far, it runs on the Symbian op- 
erating system used in the latest smart- 
phones, and on Linux, the open-source 
operating system thatis starting to appear 
in handheld computers. 

The browser can be downloaded on 
to smartphones such as the Nokia 7650 
and Sony Ericsson P800. But expecting 
consumers to install new browsers on 
their phones is unrealistic. Opera is al- 
ready the default browser on the Sym- 
bian operating system-it ships on 
Nokia's 9000-series communicators—so 
the hopeisthat the new mobile browser 
will become a standard for Symbian. Op- 
erais also talking to mobile-phone oper- 
ators and handset makers directly. With 
luck, its new software will help transform 
the wireless web from a misnomer into a 
reality. 8 
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Dotty idea for 
telecoms? 


Quantum-dot lasers could have a 
bright future in optical 
networks—once the global glut of 
unused fibre is finally illuminated 


A SURFEIT of optical fibre has been laid 
in networks that span America, criss- 
cross Europe and connect the main cities 
in the rest of the world. Over-investment 
in this under-used infrastructure was a 
principal cause of the colossal telecoms 
crash of a couple of years ago. So a small 
start-up should think twice about special- 
ising in hardware for optical networks, 
surely? 

Zia Laser, a company based in Al- 
buquerque, New Mexico, is undeterred. It 
has found a novel way to improve the 
diode lasers that input information into 
optical networks. These lasers sit at the 
end of an optical fibre and produce light 
that is funnelled into the network. The 
light carries data, such as web pages and 
phone calls, encoded as variations in 
brightness. Diode lasers are essential to 
all forms of optical communication. So 
build a better laser, reasons Zia Laser, and 
telecoms carriers will buy it even in these 
straitened times. 





The trick to improving the diode laser 
is to incorporate “quantum dots”. Long 
studied by physicists, quantum dots are 
only now finding their way into products. 
The quantum-dot laser is one of the first 
and most promising. 

The simplest diode laser is a sandwich 
of so-called “n-type” and “p-type” semi- 
conductors. The first contain an excess of 
negatively-charged electrons, whereas 
the second are short of them—containing 
“holes” of positive charges left behind 
when electrons are removed. When a vol- 
tage is applied across the sandwich, elec- 
trons and holes meet in the middle and 
annihilate each other, emitting their en- 
ergy as light. If that is all that happens, 
the device is a light-emitting diode (LED). 
To turn it into a laser, the light that is emit- 
ted has to be captured so it can stimulate 
yet more electron-hole annihilations and 
so amplify itself. When that happens, the 
light that finally emerges from the device 
is “coherent”—ie, of a single wavelength. 

Today’s diode lasers are a good deal 
more sophisticated than that. For in- 
stance, the sandwich of n-type and p- 
type semiconductors contains a filling of 
“quantum wells”. These are layers of 
semiconductor so thin as to be, in effect, 
two-dimensional, and to fit into the re- 
gion where the p- and n-type materials 
meet. Electrons and holes become 
trapped in the wells. Meanwhile, the light 
sparked by the annihilation of electrons 
and holesis also directed through the 
wells, because of differences in the ma- 
terials’ optical properties. This concentra- 
tion of charge and light means that 
quantum-well lasers run on a smaller 
current and convert electrical energy into 
light more efficiently. 

The performance is further improved 
by embedding quantum dots, which are 
tiny islands of a different semiconductor, 
in the wells. Zia Laser refers to this as 
DWELL (“dots in a well") technology. The 
dots form spontaneously when one 
semiconductor is deposited on top of an- 
other one that has a different atomic 
spacing. The atoms in the two materials 
try to line up, but when the strain be- 


comes too much, the top layer deforms 
and breaks apart into billions of islands. 
These self-assembled dots trap charge so 
effectively that the laser's operating cur- 
rent falls dramatically. 

This helps to make the lasers resistant 
to changes in temperature—particularly 
useful when it comes to installing them in 
optical networks. Another advantage is 
that there is a natural distribution in the 
size and shape of the quantum dots, caus- 
ing each to emit light at a slightly different 
wavelength. The sandwich can therefore 
be tuned to emit light across a whole 
range of wavelengths. By carefully 
manipulating the manufacturing process, 
the dots can be made to emit only in the 
range of wavelengths that can be sent 
down optical fibres. Such “tuneable la- 
sers" are used where optical fibres carry 
up to 80 channels of data, each transmit- 
ted at a different wavelength. 

Thisis referred to in the jargon as 
"dense wave division multiplexing" 
(DWDM).Itis used to cope with heavy 
data traffic across transatlantic links and 
other long-haul routes. Ironically, it was 
the introduction of DWDM, with its enor- 
mous capacity-boosting features, that led 
to the massive increase in unwanted fibre 
around the world—much of which re- 
mains "unlit" to this day. 

With that in mind, Zia Laser has de- 
veloped a fixed-wavelength laser for of- 
fice networks that uses quantum dots as 
well as a tuneable gain chip (the core of a 
tuneable laser) for DWDM links. These 
products are now being tested by selected 
customers, and could be on the market 
within a year or so. For the time being, Zia 
Laser is ahead of the competition, but 
others are showing interest. Quantum- 
dot technology is also being developed 
by Fujitsu in Japan, the Ioffe Physico- 
Technical Institute in Russia, and two re- 
search consortia in Europe, BIGBAND 
and DOTCOM. The question is whether 
the global telecoms industry really needs 
any further improvement in fibre utilisa- 
tion. Eventually, demand is bound to ma- 
terialise. But that could be quite a 
number of years away. m 
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Gridlock on the 
superhighway 


By choosing the wrong 
technology, the new local 
carriers that piled into the 
telecoms business after 
deregulation skewered 
themselves, and set universal 
broadband access to the 
Internet back by years 


THE previous issue of The Economist 

Technology Quarterly, we asked readers 
who had suffered the woes of trying to 
fmd competitively priced broadband ac- 
cess to the Internet to speak up. Thanks to 
more competition, deregulation of the 
telephone network’s “last mile”—ie, be- 
tween the local exchange and the sub- 
scriber—was supposed to usher in a 
plethora of cheap broadband services for 
those who could not afford the high- 
speed leased lines used by large compa- 
nies. After an initial fturry of competition 
as telecoms newcomers piled into the 
newly opened local in the late 
19908, the outcome has been almost the 
opposite to thatintended. 

In many parts of the world, incum- 
bent carriers still have the same sort of 
stranglehold over local telecoms services 
as they did before deregulation—allow- 
ing them to dictate the pace and price at 
which they roll out broadband services 
to subscribers. The result has been broad- 
band gridlock on a monumental scale. In 
the process, thousands of upstart tele- 
coms firms have gone Jen pert 
mountains of debt, a humungous over- 
capacity in the metropolitan and core 
parts of the network, and an entire indus- 
try in disarray. In America, the telecoms 
bust of a000 has wiped out some 
500,000 jobs and $a trillion in (apparent) 
stockmarket value. 

By some reckonings, the massive over- 
investment atthe heart of the global tele- 
coms network spurred by the dotcom 
mania of thelate 1990s was such that, 
given today's state of affairs, no further 
investmentin core capacity is needed for 
a decade or more. That is whatis crip- 
pling suppliers. The recovery of the tele- 
coms industry depends on pushing up 
demanda bit closer to supply, so that cor- 
porate investment in information tech- 
nology can be fired up 

Unfortunately, the telecoms recession 
is being prolonged by a disconnection at 
the edge of the network, which is pre- 
venting the excess capacity at the centre 


from being edis up. If local broad- 
band access could be made available at 
competitive prices (no more than, say, 
twice what Internet users pay for dial-up 
connections), millions of small firms and 
even home offices would rush to plug 
into those countless miles of optical 
pipes that were laid hastily beneath the 
streets and oceans of the world several 
years ago and have yet to be lit up. Butin 
the absence of adequate competition, 
thatis not going to happen. 

To get the discussion going, we sug- 
gested that the deregulators had done a 
miserable job of ensuring that existing 
carriers complied with market-opening 
measures; and that the incumbent tele- 
phone operators had procrastinated ev- 
ery bit as much as they were expected to 
do over giving new entrants access to the 
local loop. But the main source of the pro- 
blem, we argued, was that most of the 
newcomers (called “competitive local ex- 
change carriers”, or CLECS, in America) 
had simply failed to do their homework. 

In particular, the pst (digital sub- 
scriber line) technology that most of 
them adopted was singularly Inappropri- 
ate for the task. Apart from causing inter- 
ference problems, the “2819” algorithm 
used in America (and the “45317” line 
code used in Europe) to transmit 
signals along a pair of copper telephone 
lines stumbles badly over “bridge taps” 
where the wires get spliced. 


Better ways of d things 

We pointed out that there are better alter- 
natives for delivering broadband over the 
last mile. A line code known as TC-PAM 
has none of the interference problems 
and three times the data throughput. Re- 
cent variants of this form of coding 
(known in the trade as HD8L-2 and 
g.shdsD manage the job still better. Many 
of the big regional carriers use a version 
of TC-PAM to cut their costs when offer- 
ing leased lines (so-called T-1 or 8-1 ser- 
vices) for corporate customers. Why on 
earth the CLECs did not do the same is a 
mystery. Whatever the reason, by adopt- 
ing the wrong technology, they handed 
theincumbent telephone companies a le- 
gitimate excuse for dragging their feet— 
and thereby sealed thelr own fate. 

After some noisy disagreement, the 
prevailing view of our online forum on 
the topic (www-.economist.com/forums/ 
tq) was that too many of the newcomers 
were literally that newcomers, with little 
real telecoms experience. They not only 
failed to understand how local telephone 
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networks really function, but made the 
mistake of believing they could ignore 
voice and concentrate solely on shipping 
data. While moving data around may ac- 
count for more than half of all telecoms 
traffic, it remains a loss-leader. The only 
things that make money for telephone 
carriers are voice services. 

In America, a carrier can charge 
roughly $200 a month for a T-1 data con- 
nection to the Internet, noted one reader. 
If the same bandwidth is sold as 24 voice 
channels, the carrter collects more than 
$1,000 a month. “The CLECs were smart 
enough to pursue small- and medtum- 
sized business customers [residential 
broadband is a niche market and large 
companies are more than adequately 
served], but they weren't smart enough 
to offer both voice and data; and they 
weren't smart enough to use the correct 
Hne code for boosting the capacity of 
leased copper lines.” 

Some readers believed that the CLECs’ 
choice of technology was not entirely ar- 
bitrary. “Part of the reason”, suggested 
one insider, “was that most of the CLECs 
were dependent on ‘vendor financing’ 
from the makers of the older line codes— 
and, as such, were locked into purchases 
of inferior equipment.” 

Anin thought. The question 
now is what to do about the chaos that 
the CLECs have left behind. To start clean- 
ing up the mess and get broadband de- 
ployment back on track, the Federal 
Communications Commission in Wash- 
ington, DC, hints at three pragmatic re- 
forms. First, abandon crzcs that simply 
repackage broadband connections they 
have bought from local phone compa- 
nies at wholesale prices. Second, give re- 
gional carriers a hefty incentive—eg, by 
allowing them to buy failing long-dis- 
tance phone companies, such as World- 
Com, or boosting the rates that they are 
allowed to charge for opening their local 
lines to competttors—in exchange for 
beefing up the last mile of their networks 
so that broadband can be rolled out 
widely and competitively. And third, to 
keep the local phone companies honest, 
let the cable-rv operators sell telephone 
services. 

Will it work? That is a question read- 
ers might care to ponder. Asone forum 
poster put it, The Economist has tugged at 
a thread hanging from the coat. “Keep tug- 
ging, folks, and you might find that (a) the 
emperor has no clothes, and (b) he be- 
longs in jail.” Postings, please, to 
www.economist.com/forums/tq. & 
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jioi natics: In life-sciences 
establishments around the 
world, the laboratory ratis 
giving way to the computer 
mouse—as computing joins 
forces with biology to create a 
bioinformatics market that is 
expected to be worth nearly $40 
billion within three years 


OR centuries, biology has been an em- 

pirical field that featured mostly speci- 
mens and Petri dishes. Over the past five 
years, however, computers have changed 
the discipline-as they have harnessed 
the data on genetics for the pursuit of 
cures for disease. Wet lab processes that 
took weeks to complete are giving way to 
digital research done in silico. Notebooks 
with jotted comments, measurements 
and drawings have yielded to terabyte 
storehouses of genetic and chemical data. 
And empirical estimates are being re- 
placed by mathematical exactness. 

Welcome to the world of bioinformat- 
ics-a branch of computing concerned 
with the acquisition, storage and analysis 
of biological data. Once an obscure part 
of computer science, bioinformatics has 
become a linchpin of biotechnology's 
progress. In the struggle for speed and 
agility, bioinformatics offers unparalleled 
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efficiency through mathematical model- 
ling. In the quest for new drugs, it prom- 
ises new ways to look at biology through 
data mining. And it is the only practical 
way of making sense of the ensuing del- 
uge of data. 

The changes wrought by computers in 
biology resemble those in the aircraft and 
car industries a decade or so ago, after the 
arrival of powerful software for CAD 
(computer-aided design) and CFD (com- 
putational fluid dynamics). In both indus- 
tries, engineers embraced the new 
computational modelling tools as a way 
of designing products faster, more 
cheaply and more accurately. In a similar 
way, biotech firms are now looking to 
computer modelling, data mining and 
high-throughput screening to help them 
discover drugs more efficiently. 

In the process, biology—and, more spe- 
cifically, biopharmacy—has become one 
of the biggest consumers of computing 
power, demanding petaflops (thousands 
of trillions of floating-point operations 
per second) of supercomputing power, 
and terabytes (trillions of bytes) of stor- 
age. Bioinformatics is actually a spectrum 
of technologies, covering such things as 
computer architecture (eg, workstations, 
servers, supercomputers and the like), 
storage and data-management systems, 
knowledge management and collabora- 
tion tools, and the life-science equipment 
needed to handle biological samples. In 
2001, sales of such systems amounted to 





The race to computerise biology 


more than $12 billion worldwide, says In- 
ternational Data Corporation, a research 
firm in Framingham, Massachusetts. By 
2006, the bioinformatics market is ex- 
pected to be worth $38 billion. 

The opportunity has not been lost on 
information technology (IT) companies 
hurt by the dotcom bust and telecoms 
meltdown. Starting in 2000, IBM was the 
first to launch a dedicated life-sciences di- 
vision. Since then, a host of other 1T firms 
have jumped aboard the bioinformatics 
bandwagon. Along with IBM, Sun Micro- 
systems has staked a claim on the com- 
puting and management part of the 
business. Firms such as EMC and Hewlett- 
Packard have focused on data storage. Agi- 
lent, saP and Siebel provide so-called de- 
cision support. Even build-to-order Pc 
makers such as Dell have entered the fray 
with clusters of cheap machines. 

A swarm of small start-up firms has 
also been drawn in, mostly to supply data, 
software or services to analyse the new 
wealth of genetic information. Compa- 
nies such as Accelrys in San Diego, 
California, Spotfire in Somerville, Massa- 
chusetts, and Xmine in Brisbane, Califor- 
nia, are selling software and systems to 
mine and find hidden relationships bu- 
ried in data banks. Others such as Open 
Text of Waterloo, Ontario, and Ipedo in 
Redwood City, California, have built soft- 
ware that improves communication and 
knowledge management among different 
areas of pharmaceutical research. Gene ») 





|. Logic of Gaithersburg, Maryland, has 

|. created a business to collect samples and 

-screen their genetic code for proprietary 

research libraries. And Physiome Sci- 

ences of Princeton, New Jersey, is provid- 

ing computer-based modelling systems 

that offer an insight into drug targets and 

disease mechanisms. 

. Bioinformatics is not for the faint of 

- heart, however. Over the past year, the 

- fortunes of a number of biotechnology 

firms have faltered, as venture-capital 

funds have sought alternative invest- 

ments. Venerable names of biotechnol- 

ogy, including Celera Genomics of 

Rockville, Maryland, tron Bioscience of 

Heidelberg, Germany, and others, have 

found themselves scrambling to change 

the way they do business. Yet, for all the 

turbulence in the industry, the bioinfor- 

matics juggernaut remains on track, fu- 

elled by new forces changing the 
pharmaceutical industry. 









. Inretrospect, the marriage of genetics and 
computers was pre-ordained. After all, 
biotechnology is based on the genetic 
building-blocks of life—in short, on na- 








are functions that 
input an output, much 
as computer programs do. Yet the com- 
 puterisation of genetics on such a grand 
scale would not have occurred without 
- theconfluence of three things: the inven- 
tion of DNA microarrays and high- 
throughput screening; the sequencing of 
the human genome; and a dramatic in- 
crease in computing power. 
: More commonly known as “gene 
chips”, microarrays are to the genetic 
revolution of today what microproces- 
sors were to the computer revolution a 
quarter of a century ago. They turn the 
once arduous task of screening genetic in- 
formation into an automatic routine that 
exploits the tendency for the molecule 
that carries the template for making the 
protein, messenger-ribonucleic acid (m- 
RNA), to bind to the DNA that produces it. 
Gene chips contain thousands of probes, 
each imbued with a different nucleic acid 
from known (and unknown) genes to 
bind with m-RNA. The resulting bonds 
fluoresce under different colours of laser 
light, showing which genes are present. 
Microarrays measure the incidence of 
. genes (leading to the gene “sequence”) 










and their abundance (the “expression”). 

In just a few years, gene chips have 
gone from experimental novelties to tools 
of the trade. A single GeneChip from Affy- 
metrix, the leading maker of microarrays 
based in Santa Clara, California, now has 
more than 500,000 interrogation points. 
(For his invention of the gene chip, Affy- 
metrix's Stephen Foder won one of The 
Economist's Innovation Awards for 2002.) 
With each successive generation, the 
number of probes on a gene chip has mul- 
tiplied as fast as transistors have multi- 
plied on silicon chips. And with each new 
generation has come added capabilities. 

The sequencing of the human genome 
in late 2000 gave biotechnology the big- 
gest boost in its 30-year history. But al- 
though the genome sequence has 
allowed more intelligent questions to be 
asked, it has also made biologists pain- 
fully aware of how many remain to bean- 
swered. The genome project has made 
biologists appreciate the importance of 
"single nucleotide polymorphism” 
(sNP)—minor variations in DNA that de- 
fine differences among people, predis- 
pose a person to disease, and influence a 
patient's response to a drug. And, with the 
genetic make-up of humans broadly 
known, it is now possible (at least in the- 
ory) to build microarrays that can target 
individual snp variations, as well as mak- 
ing deeper comparisons across the ge- 
nome~all in the hope of finding the 
obscure roots of many diseases. 

The sequencing has also paved the 
way for the new and more complex field 
of proteomics, which aims to understand 
how long chains of protein molecules 
fold themselves up into three-dimen- 
sional structures. Tracing the few thou- 
sandths of a second during which the 
folding takes place is the biggest technical 
challenge the computer industry has ever 
faced—and the ultimate goal of the largest 
and most powerful computer ever imag- 
ined, IBM’s petaflop Blue Gene. The prize 
may be knowledge of how to fashion mo- 
lecular keys capable of picking the lock of 
disease-causing proteins. 

The third ingredient—the dramatic rise 
in computing power-stems from the way 
that the latest Pentium and PowerPC 
microprocessors pack the punch of a su- 
percomputer of little more than.a decade 
ago. Thanks to Moore's law (which pre- 
dicted, with remarkable consistency over 
the pastthree decades, thatthe processing 
power of microchips will double every 18 
months), engineers and scientists now 
have access to unprecedented computing 


"In just a few years, gene chips have gone fro 
experimental novelties to tools of the trade.”  . 

















power on the cheap. With that has come: 
the advent of "grid computing", in which 
swarms of lowly pcs, idling between 
tasks, band together to form a number- 
crunching mesh equivalent to a powerful 
supercomputer but.at a fraction of the 
price. Meanwhile, the cost of storing data 
has continued to fall, and managing it has. 
become easier thanks to high-speed net- 
working and smarter forms of storage. 


Banking onfailure ie 
Despite such advances, it is the changing. 
fortunes of the drug industry that are 
pushing biology and computing together. 
According to the Boston Consulti 
Group, the average drug now costs $880m 
to develop and takes alm yt 
reach the market, With the 
new drugs under developr 
dry, and patents of man 
drugs expiring, the best hop 
firms have isto improve the way they 
cover and develop new products. 
Paradoxically, the biggest gains ar 
be made from failures. Three-quarte 
the cost of developing a successful « 



































hoped-for compound is not working o 
bioinformatics can steer them towar 
more promising candidates. Boston Con 
sulting believes bioinformatics can cut 
$150m from the cost of developing a new 
drug and a year off the time taken to bring 
itto market. m 

That has made drug companies sit up. 
Throughout the 19905, they tended to use 
bioinformatics to create and cull genetic 
data. More recently, they have started us- - 
ing it to make sense of it all. Researchers 
now find themselves swamped with 
data. Each time it does an experimental © 
run, the average microarray spits out. 
some 50 megabytes of data—all of which. 
has to be stored, managed and made 
available to researchers. Today, firmssuch 
as Millennium Pharmaceuticals of Cam- 
bridge, Massachusetts, screen hundreds 
of thousands of compounds each week, 
producing terabytes of data annually... 

The data themselves pose a number of 
tricky problems. For one thing, most 
bioinformatics files are "flat", meaning 
they are largely text-based and intended 





> for browsing by eye. Meanwhile, sets of 
data from different bioinformatics 
sources are often in different formats, 
 . making it harder to integrate and mine 
them than in other industries, such as en- 
~~ gineering or finance, where formal stan- 
dards for exchanging data exist. 

^5 More troubling still, a growing propor- 
. .tion of the data is proving inaccurate or 
_ even false. A drug firm culls genomic and 
_ chemical data from countless sources, 
_ both inside and outside the company. It 
X. may have significant control over the data 
__ producedinits own laboratories, but little 
over data garnered from university re- 
search and other sources. Like any other 
_ piece of experimental equipment, the mi- 
«roarrays themselves have varying de- 
-grees of accuracy built into them. “What 
“people are finding is that the tools are get- 
ting better but the data itself is no good,” 
“says Peter Loupos of Aventis, a French 
"drug firm based in Strasbourg. 
- Tohelp solve this problem, drug firms, 
«computer makers and research organisa- 
ions have organised a standards body 
alled the Interoperable Informatics In- 
frastructure Consortium. Their Life Sci- 
nce Identifier, released in mid-2002, 
defines a simple convention for identify- 
‘ing and accessing biological data stored in 
multiple formats. Meanwhile, the Distri- 
buted Annotation System, a standard for 
describing genome annotation across 
=- sources, is gaining popularity. This is 
- making it easier to compare different 
^. groups’ genome data. 


















> Tools for the job 
Such standards will be a big help. One of 
= the most effective tools for probing in- 
_ formation for answers is one of the most 
. mundane: data integration. Hence the ef- 
_ fort by such firms as 18M, Hewlett-Pack- 
. ;ard and Accelerys to develop ways of 
pulling data together from different 
-microarrays and computing platforms, 
.. andgetting them all to talk fluently to one 
_~ another. A further impetus for data inte- 
gration, at least in America, is the Patent 
.and Trademark Office's requirement for 
filings to be made electronically from 
2003 onwards. The Food and Drug Ad- 
ministration is also expected to move to 
electronic filing for approval of new 
drugs. 
^. Etis in data mining, however, where 
= bioinformatics hopes for its biggest pay- 


CU off. First applied in banking, data mining 
.. usesa variety of algorithms to siftthrough 


= storehouses of data in search of “noisy” 
_ patterns and relationships among the dif- 





“A big risk of computer modelling and other 
tools is to rely too much on them.” 





ferent silos of information. The promise 
for bioinformatics is that public genome 
data, mixed with proprietary sequence 


data, clinical data from previous drug ef- 


forts and other stores of information, 
could unearth clues about possible candi- 
dates for future drugs. 

Unlike banking, bioinformatics offers 
big challenges for data mining because of 
the greater complexity of the information 
and processes. This is where modelling 
and visualisation techniques should 
come in, to simulate the operations of va- 
rious biological functions and to predict 
the effect of stimuli on a cell or organ. 
Computer modelling allows researchers 
to test hunches fast, and offers a starting- 
point for further research using other 
methods such as x-ray crystallography or 
spectroscopy. It also means that negative 
responses come sooner, reducing the 
time wasted on unworkable target drugs. 

Computational models have already 
yielded several new compounds. BioNu- 
merik of San Antonio, Texas, has mod- 
elled the way certain drugs function 
within the human body. It has also simu- 
lated a specific region of a cell to observe 
the interaction between proteins and 
DNA. Thanks toits two Cray supercompu- 
ters running simulations that combine 
quantum physics, chemistry and biologi- 
cal models, BioNumerik has been able to 






der and chief executive, expects h 


modelling technology to cut the time for 
discovering new drugs by a third to a half. 






Ina similar vein, Aventis has used sev- 
eral models of cells and disease mecha- 
nisms to discover a number of new 
compounds. And Physiome Sciences 
now sells a product that integrates va- 
rious clinical and genomic data to gener- 
ate computer-based models of organs, 
cells and other structures. 

For all their power, these computer 
modelling techniques should be taken 
with at least a grain or two of salt. Al- 
though they allow researchers to tinker 
with various compounds, they will never 
replace clinical trials or other traditional 
methods of drug research. Even monu- 
mental bioinformatics efforts, such as the 
Physiome Project, will only help research- 
ers refine their ideas before getting their 
hands wet. “If people haven't done this 
kind of work before, they won't under- 
stand how difficult it really is," says Dr 
Hausheer. 

Indeed, a big risk of computer model: 
ling and other information tools is to rely 
too much on them, says Martin Gerstel, 
chairman of Compugen, a maker of an- 
alytical and interpretation tools based in 
Jamesburg, New Jersey. Many researchers 
confuse the data generated by bioinfor- 
matics with information. The danger 
with all the computing power being 
brought to bear is that it is becoming se- 
ductively easy for biologists to rely on the 
number-crunching potential of comput- 
ers and to ignore the scientific grind of hy- 
pothesis and proof. As the technology of 
bioinformatics outpaces the science of bi- 
ology, the science risksbecoming a "black 
box", the inner workings of which few 
will be able to comprehend. 

To avoid this, biologists need an ever 
broader set of skills. For instance, the most 
pervasive impact of information technol- 
ogy on biology has been through whole- 
sale quantification. Suddenly, biologists 
are being forced to become mathema- 
ticians in order to describe the biological 
processes and models involved. That im- 
plies a demand for wholly new sets of 
skills and educational backgrounds. 

Such changes are not unlike those that 
affected physics and chemistry during the 
19405, when new computational para- 
digms created the foundations for nuclear 
energy and the age of plastics. Much as 
computing made physics more predict- 


T able. and prolific, many believe that its 
get three compounds into clinical trials. - 
Frederick Hausheer, BioNumerik’s foun- 


ance with mathematics will 
logy more powerful and defini- 
ive. But the marriage will experience 
some turbulent times before achieving 
the fullflowering of i itspromise. M. e 
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Move over, silicon 


Semiconductors: Chip makers 
are looking for ways to make 
electronic devices out of cheap 
plastic instead of pricey silicon. 
Success could lead to a new 
market for flexible displays and 
memories that can be printed on 
anything—ushering in an age of 
disposable computing 


T MAKE computing power as seam- 
lessly ubiquitous, and even, perhaps, 
disposable, as the consumer-electronics 
industry would like, something funda- 
mental has to happen to the way chips are 
made. Despite a remarkable reduction in 
manufacturing costs over recent decades, 
silicon-based electronics remain too ex- 
pensive—and will continue to be so for 
the foreseeable future—ever to be incor- 
porated into items costing less than a cou- 
ple of dollars. Costs aside, there are 
practical problems with today’s chips. Be- 
ing made of brittle silicon, they cannot 
easily be builtinto items as flexible as, say, 
clothing. This is where plastic (ie, organic 
polymer) chips might come in. These pro- 
mise to be not only flexible but also cheap 
to make—and capable of working like sili- 
con semiconductors. 

Until recently, plastics were known 
more for being insulators than conduc- 
tors or semiconductors. What changed 
this was the discovery in the late 1970s 
that, if the organic polymer was doped 
chemically, it could be made to act like a 
metal with dramatically greater electrical 
conductivity. That simple discovery kick- 
started research into a whole new tech- 
nology, based on conducting and semi- 
conducting plastics. The first fruits of this 
work are about to be harvested. 

First to market will be light-emitting 
polymers (also known as polymer light- 
emitting diodes) Over the coming de- 
cade, LEPs are expected to become a 
multi-billion-dollar industry. Certain 
types of LEPs known as "small molecule 
organics" (which are not strictly poly- 


mers) are already appearing in car stereos 
and mobile telephones. 

Unlike the liquid crystals used in 
many of today's flat-panel displays, LEPS 
are electro-luminescent-ie, their mole- 
cules can emit light on their own. The dis- 
plays are made by applying a thin film of 
the polymer on to a glass or plastic sub- 
strate that has been coated with transpar- 
ent electrodes. Light is emitted from the 
polymer when an electric field is applied 
across the electrodes. Not having to heat 
up a tungsten filament to create light, LEPS 
can light up in a fraction of a microsec- 
ond—making them, in effect, instant on- 
off bulbs. Also, because unlike liquid- 
crystal displays they do not need back- 
lighting, LEPS can be used out-of-doors in 
daytime as well as at night. As a display, 
they are lighter and more energy-efficient 
than liquid crystals or other display tech- 
nologies. More interesting still, LEPs can 
be dissolved in a solution and printed on 
a variety of surfaces, making it possible to 
turn an entire wallinto a screen. 

Initially, Lers will compete in niche 


Try this with a liquid-crystal display 





markets such as alphanumeric and dot- 
matrix displays. Even so, Cambridge Dis- 
play Technology of Cambridge, England, 
is out to knock the conventional liquid- 
crystal display off its pedestal. In 2000, 
along with Seiko Epson of Japan, the com- 
pany demonstrated a 2.8-inch LEP display 
that was less than a tenth of an inch thick. 
The display, with 100 pixels per inch, was 
made using ink-jet printing techniques. 
Drops of red, blue and green LEP material 
were sprayed on to the substrate to allow 
the various colours in the image that was 
being displayed to be flipped on and off as 
required. 


LEP there be light 

Cambridge Display hopes to be produc- 
ing small, full-colour displays in volume 
by 2003, at a new development centre it 
has set up nearby. Kevin Yallup, the cen- 
tre's manager, expects revenue to come 
from licensing the technology and joint- 
ventures. One such joint-venture, called 
Polyink, is with Seiko Epson and is aimed 
at developing an inkjet printer for making 
displays. Independently, Philips Re- 
search, based in the Dutch city of Eindho- 
ven, is also developing inkjet-printing 
technology for LEPs. 

Because they are robust, LEPs are ideal 
for flexible displays. The problem with 
flexible displays is not so much the screen 
but the drive electronics that switch the 
individual polymer pixels on and off. Be- » 








> ing made of silicon, the transistors in the 
drive circuitry tend to be rigid, fragile and 
to operate at temperatures high enough to 
melt the plastic display. Ideally, the drive 
circuitry should be made of plastic. 
Hence the widespread interest in de- 
veloping organic thin-film transistors. 

Plastic circuitry promises as large a 
market as light-emitting polymers, but 
the technology is taking longer to com- 
mercialise. Even so, its biggest application 
is expected to come from printing plastic 
chips on consumer items such as T-shirts, 
drink cans and food cartons for display- 
ing health messages or providing sales 
and restocking data. 

Plastic Logic, also located in Cam- 
bridge, England, is developing display 
drivers using plastic circuitry. The polym- 
ers used can be dissolved in water to form 
an ink, which can be sprayed on the pro- 
duct. The first layer printed is a conduct- 
ing polymer, which creates the 
transistor's "source" and "drain" elec- 
trodes. The second layer is composed of a 
semiconducting polymer. In the final 
layer, aninsulating polymer and a transis- 
tor "gate" are laid down. Although po- 
lymer transistors operate at only a small 
fraction of the speed of the crystalline sili- 
con transistors used in microprocessors 
such as Intel’s Pentium, they are fast 
enough to replace the amorphous (ie, 
non-crystalline) silicon transistors used in 
the "active matrix" form of liquid-crystal 
display. 

As with LEPs, inkjet-printed circuitry 
has advantages of cost, weight, robust- 
ness and flexibility, as well as the ability 
to cover large areas. Plastic Logic's first 
commercial application is likely to be as 
backplanes for liquid-crystal displays or 
electronic paper. A second might be ra- 
dio-frequency identification tags ("smart 
labels"). In both cases, silicon chips are 
too rigid and expensive to be practical. 
The company, which hopes to market the 
technology in partnership with display 
makers, expects to be shipping products 
by 2004. 

Meanwhile, E-Ink, based in Cam- 
bridge, Massachusetts, is attempting to 
create flexible, paper-like displays using 
inks that are electronically addressable. 
The main advantage for flexible displays 
of electronic inks over LEPs is that the inks 
have a "bistable" molecular structure that 
allows them to store their information 
without a power supply. This feature, 
plus the ink's high contrast ratio, provides 
a display that can offer a truly paper-like 
reading experience. Again, however, the 


"If scaled up, a square centimetre of such material 
could store a staggering 6.4 gigabits." 





Stamped out by the million 


technology needs a flexible backing to 
drive it. With technology from Bell Lab- 
oratories in Murray Hill, New Jersey, E-Ink 
recently demonstrated a prototype of a 
flexible page display that was driven by 
plastic transistors. 

Work at Bell Labs has also shown that, 
besides printing and spraying, flexible cir- 
cuits can be stamped continuously on to 
rolls of plastic. John Rogers, head of nano- 
technology research at Bell Labs, reckons 
that the stamping approach will provide 
much higher resolution than is possible 
with inkjet printing. This should translate 
directly into higher electrical perfor- 
mance from the transistors. But Hewlett- 
Packard, which is also making a big effort 
in plastic electronics using inkjet tech- 
niques, argues that the advantage of print- 
ing over stamping is that it makes it 
possible to produce customised circuitry 
more quickly and easily, with changes in 
design being incorporated instantly. 


Floppy memories 

A polymer's molecular structure can be 
altered by applying an electric field, caus- 
ing changes in the material's conductivity 
at any given spot. This can then be read as 
either a one or a zero in binary arithmetic. 
The implication is that, besides being 
cheap to produce, plastic memory can 
store data even when power to the device 
is turned off. 

Several chip makers are out to make 
polymer memories with large storage ca- 
pacities. Intel is collaborating with Thin 
Film Electronics of Linkóping, Sweden. 
Advanced Micro Devices of Sunnyvale, 
California, is working with Coatue of Wo- 
burn, Massachusetts. Hewlett-Packard is 
developing a polymer memory that can 
be made in long sheets capable of provid- 
ing permanent, high-capacity archives for 
digital cameras, personal digital assis- 


tants and mobile phones. 

Early in 2002, Hewlett-Packard an- 
nounced that it had created an electroni- 
cally switchable memory device using 
clusters of molecules known as "rotax- 
anes", Although these are not organic ma- 
terials, they are polymers. The demon- 
stration device contained only 64 bits. But 
if scaled up, a square centimetre of such 
material could store a staggering 6.4 giga- 
bits of information. Furthermore, the 
components of this rudimentary circuitry 
had been stamped cheaply on to the chip. 
Although probably five years away from 
commercialisation, this kind of cheap, 
non-volatile technology could be a handy 
replacement for the “flash” memory used 
in digital cameras. 


Along way to go 
It is still early days for organic electronics. 
Plastic transistors have nothing like the 
switching speed of those made from crys- 
talline silicon—and will probably never 
have. That is because polymers that can 
conduct (or at least semiconduct) have 
electrons that become part of the molecu- 
lar orbit of the entire polymer chain, 
rather than simply the orbit of the 
individual molecules. That means the en- 
ergy required to pull electrons free—and 
so allow conducting to happen—depends 
on the shape and structure of the po- 
lymer. Unfortunately, polymers tend to 
vary in chain length and composition. 
Although plastic transistors and 
diodes seem to have a promising future in 
displays, they are unlikely to replace sili- 
con devices at the high end of perfor- 
mance. Their most useful role will be in 
throwaway products or in hybrids that 
take advantage of robustness and flexibil- 
ity of plastic circuitry. For instance, Roll- 
tronics of Menlo Park, California, is 
working on a cheap roll-to-roll printing 
process that deposits amorphous silicon 
transistors on to a continuous sheet of 
flexible polymer. Meanwhile, 18M is de- 
veloping transistors from hybrid organic 
and inorganic materials. These and other 
firms, such as Lucent and Plastic Logic, are 
pursuing the large market for hybrid back- 
ing electronics used for flexible displays. 
Already talk in labs around the world 
is of “polymer nanoelectronics” and 
“plastic spintronics”. But any thought of 
silicon's demise is premature. What is not 
is the fact that, henceforth, silicon will 
have to share its dominance of the semi- 
conductor world with a remarkable range 
of upstart materials based on polymers. 
Welcome to the era of organic chi 
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Trapeze artists 


Intelligent design and clever 
marketing have made Adobe the 
king of ontine documents. But . 
mistakes made along the way 
were just as important 


HE list of dead, dying and half-forgot- 
ten programs for the personal com- 
puter is not short: WordPerfect, Lotus 
1-2-3, Netscape, Eudora—to take just the 
‘tip of the iceb erg, Each once dominated 
its bit of the market, and each has since 
been supplanted by a Microsoft product: 
Word, Excel, Internet Explorer and Out- , 
look. Indeed, popular rc software that 
. does not come from Microsoftis now the 
exception rather than the rule. That has 
left Adobe Systems—buoyed by a single 
product, Acrobat, and its associated Por- 
table Document Format (PDF)~as the sec- 
ond-biggest PC-software company in the 
world, with sales of $1.2 billion in 2001. 
PDF is a way of representing docu- 

ments electronically; Acrobat is Adobe's 
` program for manipulating PD» docuw 
ments. There are many ways to represent 
documents electronically 
‘from plain text and scanned images to 
Microsoft Word documents. Platn text, 
though portable, is not all thatuseful, and ` 
other formats require specific software to 
make them readable. So does a ppF docu- 
ment. But nearly everybody has Acrobat 
Reader, the freely distributed program for 
reading PDFS, on their computers al- 
ready. This is the secret of Adobe's contin- 
ued success. But how did it come about? 


jy neret ways 
be was founded in1982 by John War- 
nock and Chuck Geschke, two refugees 

" from Xerox’s fabled Palo Alto Research 
Centre in Silicon Valley. Xerox PARC is 
famous for having generated many of the 
seminal ideas behind modern comput- 
ing (graphically based operating systems, 
‘for example), and then failing to commer- 
cialise them. The problem that Mr War- 
nock and Mr Geschke set out to solve was 
how to print consistently attractive docu- 
ments. Their solution was a program- 
ming language, Interpress, that would 
control communication between a com- 
“puter and a printer. So long as the printer 
was appropriately equipped, it would 
implement the programmer's desires pre- 
cisely. Frustrated by Xerox's sluggishness 
in commercialising the technology, 
Messrs Warnock and Geschke set off on 


their own, taking Interpress with them to 
their new company, where it became 
known as PostScript. 

PostScript could be used to describe 
both graphics and meticulously crafted 
fonts that Adobe initially adapted from 
commercial type-makers, and later de- 
signed from scratch. The quality of Post- 


` Script documents was such that, during 


the 1980s, it became the standard for pro- 
onalimage-setters, and was also 
usedin mostlaser printers. At the same 
time, software to display PostScript on 
computer screens became freely avail- 
able and widely distributed (atleast 
among users of Unix-based computers). 

By the early 19908, Adobe already had 
a reliable, popular document format that 
was bringing in a steady profit. However, 
although PostScript was good at some 
things, such as printing clearly, it was 
next to useless for others. Because Post- 
Scriptis a programming language, a Post- 
Script documents essentially a program. 
To see whatis on page 326 of along docu- 
ment, you have to runthe entire program 
until it gets to that page. Thatis hardly the 
way to search for something you wantin 
a hurry. Furthermore, PostScript files are 
big, both because they contain detailed 
- low-level information, and because each 
file includes whatever fonts are used init. 

PostScript was notideal as a medium 
for content distribution; and it was not, 
even in 1991, the only format available. In 
the 1980s, TeX (pronounced “tech”), a 
typesetting language written by Donald 
Knuth, now an emeritus professor at 
Stanford, had taken many scientists by 
storm. TeX could encode complicated 
documents replete with elaborate math- 
ematical formulae—a good worst-case 
scenario test-in what was, to scientists at 
least, a stmple fashion. TeX is a very ele- 
gant format, and continues to be a stan- 
dard for document creation among 
physicists and computer scientists. When 
It comes to exchanging finished TeX doc- 
uments, however, PDF is now habitually 
used in preference to the pv1 (device in- 

dependent) output format that was origl- 
part of TeX. 

The lessons to be learned from this are 
twofold. First, because TeX did not have 
software for document creation that was 
intelligible to the lay computer user, it 
failed to catch on outside the sclentlfic 
world. Second, because ppF is both more 
pliant and more stable than other for- 
mats (such as DVI), it has become a “des- 
tination format". Even if documents are 
produced in another way, (eg, TeX or Mi- 
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crosoft Word), when it comes to distribut- 
ing them people turn to PDF. 

Mr Warnock saw the limitations of 
PostScript and its existing competition in 
1991, and outlined a project called *Cam- 
elot”. Two years later, PDF em 
was a time when the World Wide Web 
was beginning to become popular. The 
web had its own language, which was 
evolving haphazardly from the draft of 
the HyperText Mark-Up Language 
(HTML) by its inventor, Tim Berners-Lee, 
at the European Centre for Nuclear Re- 
search outside Geneva. If HTML and its 
various offspring became the blue jeans 
of the web, PpF was the tuxedo—the 
clothing documents were dressedin — . 
when they needed to look immaculate. 


False start 
When Mr Warnock conceived Camelot 
he, like everybody else, grossly underesti- 
mated the subsequent growth of the In- 
ternet. The “new media" that most. 
expected at the time to succeed was the 
CD-ROM, which Mr Warnock intended to 
use to distribute books in PDF. Distribut- 
books electronically was an idea that 
obe would return to—rather unsuc- 
cessfully—in the late 19908. The rise of the 
Internetin the intervening decade would 
require Adobe, and every other software 
manufacturer, to revise dramatically 
their notions of how to make money 
from computer programs. To be profit- 
able, it became clear that somebody 
would have to give something away. 

With the explosive growth of the In- 
ternet, others followed in Mr Warnock’s 
footsteps. On the proverbial information 
superhighway, people were looking to 
exchanpe rich documents; and 
they needed to be sure that what was re- 
ceived at the other end was consistent. A 
number of now forgotten start-up firms 
threw their hats in the ring. No Hands 
Software had a format called Digital Pa- 
per. Tumbleweed was slightly more suc- 
cessful with its Envoy format; it was 
subsequently bought by Novell, a rival 
software company. 

More significantly, Microsoft also en- 
tered the fray. However, rts Rich Text 
Format (RTF) never had the same func- 
tionality as Adobe's product, being essen- 
tlally a pared-down version of the format 
used by Microsoft Word. Microsoft also 
entered the market late. In 1995, Bill 
Gates, the company's chairman, noted 
that Microsoft really had no effective rival 
to Acrobat—and it still hasn't. 

Coming first to market certainly has » 
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“The key was to separate Acrobat Reader from 
the full version of Acrobat—and to give it away.” 


advantages. If you are not Microsoft, itis 
generally a necessary, though not suffi- 
cient, condition for success. The key, 
however, came not with the introduction 
of Acrobat in 1993, but with the decision 
in 1994 to separate Acrobat Reader from 
the full version of Acrobat—and to give it 
away. Acrobat Reader can read and print 
PDFS, but not produce or edit them. 

Many companies that came and went 
inthe dotcom boom of the late 1990s 
tried to make money by giving things 
away, only to fail miserably. Adobe suc- 
ceeded for several reasons. The experi- 
ence of PostScript proved invaluable. It 
allowed Adobe to produce a product that 
was superior in all respects: it looked 
good, was truly portable across different 
systems, and had a compact file size that 
made transferring files quick and easy. 
With PostScript, Adobe had learnt how to 
strike a balance between charging for 
software and giving it away. The full ver- 
sion of Acrobat still costs several hundred 
dollars; enough people buy it to justify 
giving the reader away. Adobe also 
turned out to be in the right place at the 
right time, catching the wave of the web 
before it crested. 


to stand still 
The legions of fallen software giants— 
from Netscape to WordPerfect—show that 
market share alone is not enough to 
maintain dominance. Even something as 
seemingly mundane as format must be 
continuously modified if it is to remain in 
the ascendant. With thatin mind, Adobe 
has tried to take PDr in several new direc- 
tions, with varying degrees of success. 

The first was to use PDF as a founda- 
tion for its “eBook” initiative. This aimed 
atallowing PDrsto be transmitted from 
computers to PDAs (personal digital as- 
sistants, such as the Palm or Blackberry) 
as well as to dedicated e-book reading de- 
vices. Furthermore, Adobe's Content 
Server, a software package, was to be 
used to encrypt the files in order to pre- 
vent copyright infringement. 

The exercise was a flop. To begin with, 
dedicated e-book readers failed to take off 
because they were bulky, expensive and 
inconvenient. On top of this, Adobe's 
copy-protection scheme was flimsy, and 
easily defeated with the help of a piece of 
software written by a Russian program- 
mer named Dimitri Sklyarov. Anxious to 
persuade publishers that eBook was a se- 
cure format, Adobe prosecuted Mr Sklya- 
rov under the Digital Millennium 
Copyright Act when he visited America 





to attend a conference. Faced with a pub- 
lic outcry, Adobe hastily dropped the 
case—but not before alienating many pro- 
grammers, while doing nothing to make 
the eBook format more secure. 

If there is a lesson to be learnt from 
Adobe's eBook fiasco, it is that litigation is 
no substitute for well-designed software. 
If its content-server encryption scheme 
had been stronger, the firm would never 
have had the public relations disaster in 
the first place. When flexible displays are 
cheaper and better, electronic books may 
become as ubiquitous as paperbacks. But 
that could be years away. In the mean- 
time, Adobe is looking elsewhere. 

After the invention of PostScript, 
Adobe's biggest software products were 
Illustrator and Photoshop, programs re- 
spectively for drawing and manipulating 
photographs. Each proved highly suc- 
cessfulin its time and, combined with Ac- 
robat, established Adobe as a company 
catering for graphic designers and pub- 
lishers. To keep its graphics products 
evolving, Adobe has prudently made Ac- 
robat modular, leaving such things as pre- 
press processing and high-quality colour 
separation for book publishers to inde- 
pendent software developers, who create 
PDF extensions that can be plugged into 
Acrobat to do additional tasks. This group 
of plug-in writers is centred around two 
websites, PlanetPDr and PDrzone. 

Here is another key to PDF's continued 
success. By providing free programming 
tools such as spKs (software develop- 
ment kits) and apis (application pro- 
gramming interfaces), Adobe has fostered 
a group of outside developers who have 
a vested interest in making sure that PDF 
remains the dominant format. And by 
selling them support, Adobe also gets an- 
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other revenue stream. Meanwhile, off- 

loading the task of producing Acrobat 

enhancements to independent develop- 

ers allows Adobe to focus more of its ef- 

forts on the increasingly important 
“enterprise market”. 

Adobe believes that the paperless of- 
fice—believed to be just around the cor- 
ner ever since PCs first started eos) 
on people's desks in the early 1980s—is 
nally about to arrive. Their claim is not so 
much that paper will disappear over- 
night, but that it will be increasingly mar- 
ginalised by the proliferation of slicker, 
more efficient alternatives. The goal is to 
have software that will allow users to 
create a document only once, and then 
seamlessly distribute it many times. A 
document for the web may have rich au- 
dio-visual content, but be automatically 
pared down for display on a wireless 
unit, and presented differently again if it 
is occasionally printed on paper. 

Whether the firm is right or not, Acro- 
bat sits at the centre of Adobe’s new “Net- 
work Publishing” initiative. By 
integrating the powerful new tool for 
specifying web content known as XML 
(eXtensible Mark-up Language) into PDF, 
documents can be made smartenoughto - 
have some understanding of their mean- 
ing.In the process, Adobe hopes to break 
down the distinction between docu- 
ments and databases. The trick is to em- 
bed, within a document, information 
aboutits content and structure in a stan- 
dardised manner that is easily inter- 
preted by a computer program such as a 
search engine. 

Thus, the creation of a large number 
of documents (eg, billing letters) from a 
database can be automated. By the same 
token, so can the opposite: the creation of 
a database from a large number of dispa- 
rate documents. Allied to this, Adobe 
aims to provide *workflow solutions" 
that would make it easier for large teams 
of people collaborating on a project to 
create mega-documents—eg, the speci- 
fications for a jumbo jet—by allowing 
them to interact in an intuitive way. 

How all this will be done is not clear. 
Whatis clear, however, is that Microsoft 
is aiming to do the same with its XDOCS 
format, which it hopes to introduce some 
time in 2003. It looks as though the peren- 
nial chimera of the paperless office could 
actually become the software battle- 
ground of the future. And if the pastis 
any guide, Microsoft could once again 
find itself reeling from going head-to- 
head with Adobe gp its own turf. gr 
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: Telecom: Despite isiscomd 
- current woes, innovation has 

-. not stopped. Ironically, it could 
be developments in telephone 
services—dismissed by 
broadband newcomers as a 

+ loss-leader—that revitalises the 
-. struggling industry 


T WAS arguably the greatest misalloca- 
; tion of capital in recent history. In the 
.. ate 1990s, telecoms firms spent billions 
-' building new data networks, believing 
that Internet traffic would double every 
100 days for the foreseeable future—a col- 
© lective misjudgment that caused the tele- 
: coms meltdown, with many carriers and 
equipment vendors now bankrupt and 
others scrambling for cover. 

Yet innovation in telecoms has not 
stopped. And it may be telephone ser- 
. vices that help struggling telecoms firms 
~ to claw their way out of their slump. This 
time, however, the voice applications that 
are attracting attention are radically differ- 
ent from those that data networkers dis- 
missed a few years ago. They could even 

revolutionise Jelepnony in | much the 
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Web turned the dreary old text-based In- 
ternet into the all- "singing -and-dancing 
multimedia show thatitis today. 

In the long run, more business will be 
done using voice applications than the 
much-hyped e-commerce, predicts John 
Giannandrea, chief technology officer of 
TellMe, a small start-up firm based in Sili- 
con Valley. There are many more tele- 
phones than web-enabled computers. 
And, despite the growth in e-commerce, 
consumers still spend far more ordering 
things viathe telephone than online. 

Today's voice applications are rather 
simple. Services such as voice dialling, 
getting traffic information or checking ac- 
count balances understand only a limited 
set of words, so they can interact with us- 
ers in real-time. In the years to come, these 
offerings will allow natural-language (ie, 
conversational) input that is not con- 
strained by a pre-defined grammar and 
vocabulary. The ultimate ambition is to 
be able to perform “multi-modal brows- 
ing”: a mixture of speech, text, video and 
graphics. Callers could say “Show me the 
weather forecast”, and get the informa- 
tion on their telephone’s display. 

A glimpse of what lies ahead can be 
seen in how airlines and banks are auto- 
mating their customer calls. But the tech- 
nologies they use—known in the trade as 


“touch-tone” and “interactive voice re- . 


sponse” (rvg)-are inherently limited. 
This is not just because callers are re- 
stricted to pushing buttons or using only 
certain words or numbers. What has 
really hobbled progress is that the sys- 
tems are proprietary and incompatible 
with competing products. That tends to 
make them expensive, hard to program 
and, worst of all, not very smart. 

Using such systems can be disconcert- 
ing. Callers must listen carefully to lists of 
choices and work through branch after 
branch of various decision trees, with few 
options for back-tracking when sent in 
the wrong direction. And should a hu- 
man operator actually come on, the 
chances are that the caller will be asked 
for a customer ID number and other in- 
formation that has already been punched 
into the system via touch-tone telephone. 

If things are improving, that is thanks 
largely to better speech recognition, 
whichis now good enough to understand 
almost any speaker, even over a phone 
with background noise. This has been 
made possible by increases in processing 
power-which have made computa- 
tionally intensive speech-recognition 
quicker and cheaper. 

The real impetus behind better voice 
applications, however, is the recent agree- 
ment on an industry-wide standard. Be- 
ginning in 1999, and pushed by such 
leading telecoms firms as AT&T, IBM, Lu- 
centand Motorola, the industry has come 


up with a lingua franca for voice applica- 


tions called VoicexMrz (short for Voice eX- 
tensible Mark-up Language). Hundreds of 
firmsnow supportthis standard and form 
one of the most active working groups 
within the World Wide Web Consortium 
(w3c), an Internet standards body. A 
group backed by Microsoft released a 
draft in early 2002 for a standard called 
Speech Application Language Tags 
(SALT), apparently because it felt 
VoicexML could not be extended to ser- 
vices that mixed different kinds of media. 
But in August, the group submitted its 
specifications to the w3c. The competing 
camps are now hammering out an im- 
proved open standard. 

With the web showing the way, voice- 


applications firms have learned to love 


open standards. The first open standard 
developed by w3c, the Hypertext 
Mark-up Language (HTML), allowed even 
neophytes to design web pages because 


its “tags” were easy to understand and no- 
body had to worry about the software 


and hardware used to display them. But 





> VolcéxMt do not end there. Both are text- 
.. based marl-up languages-that is, sets of 
— simple tags that describe, in one case, the 
_. layout of a web page and, in the other, the 
conversation flow of a voice application. 
-A string of characters such as “dont Wel- 

- come</font” tells a computer to display 
the word “Welcome” in a particular type 
font; *audioWelcomedaudio" would 
triggerittosay the word "Welcome". 

- There is, however, one big difference 
between websites and voice applications. 

The first are displayed by a piece of soft- 
ware called a browser that resides in a per- 
sonal computer or other device. The 
second are executed by a specialised com- 

_puter in the telephone network, running 

-speech-tecognition and text-to-speech 

Once a call comes in, this “voice 

ywser” asks for VoicexM 1 files from a 

veb: server over the Internet. 

-. This integration of telephone network 

and Internet is another key feature of 
oicexML. Instead of building a separate 
omputer system for voice applications, 

s can use their existing web infra- 

structure to power them. This, in turn, 

. makes it easier to change those services— 

: even to personalise them using data from 

Other programs, such as customer rela- 

nship management software. 
























| e chances: are that consumers are going 
to meet lots of similar services. Getting 
machines to deal with customer calls is 
auch cheaper than running call-centres 
with their banks of telephone operators. 
A call answered by a live operator costs 
between $5 and $20, compared with 
‘$0.20 and $1 per call for a voice applica- 
> tion. And such savings add up quickly. In 
September 2001, AT&T, America's lead- 
- ing long-distance telephone carrier, 
turned its directory assistance for toll-free 
numbers into a VoicexML service that al- 
lows users to find a company's free 800- 
number simply by saying its name. Since 
then, the share of automated calls has in- 
creased from 8% to 55%, saving AT&T an 
estimated $20m annually. 
Even more valuable than lower cost, 
however, is greater customer satisfaction. 
If customers have a good experience with 
-. these new voice applications, and their 
-© questions are answered quickly, they are 
.. much more likely to deal with them than 
^. with a live operator, argues Hossein Es- 
lambolchi, AT&r's chief technology off- 
cer. Satisfaction with AT&T's directory 
.. assistance for toll-free numbers has risen 
byr more than a third. 






With so much to offer, it is no surprise 
to find a shoal of start-ups. Some provide 
speech-recognition engines; others spe- 
cialise in tools for developing voice appli- 
cations; still others sell systems to run 
these services. The most interesting new- 
comers are companies known as "voice 
application networks" such as BeVocal, 
HeyAnita and TellMe. 

TellMe isin aleague of its own. Despite 
the telecoms recession, the company has 
raised $238m from top-notch venture-cap- 
ital firms such as Benchmark Capital and 
Kleiner Perkins. Like many competitors, it 
launched a voice portal in 1999 for con- 
sumers to find information about airlines, 
movies and restaurants. But despite their 
popularity, voice portals had a hard time 





attracting enough sponsors to make a pro- 
fiteven before the dotcom crash. 

Today, TeliMe builds voice applica- 
tions for corporate clients, charging firms 
for every minute the application is used. 
TellMe and its competitors write the soft- 
ware for voice applications and run voice 
browsers on servers that are as reliable as 
telephone switches and can handle mil- 
lions of calls a day. 

Keeping theserversrunningis the easy 
part. Creating a good voice interface is 
harder. This is because, when it comes to 
user-friendliness, the telephone is less for- 
giving than the web. People get annoyed 
if the voice sounds like a robot. They 
quickly forget what they have just heard 
and need to be carefully guided through 


available options. That makes building a 


voice interface complex. An application 
needs to be carefully planned and a proto- 


type built for testing and re-testing. A- 


great deal of attention must be paid to 
such features as the personality of the 
voice (a teenager welcoming you to a 
bank might notinspire confidence). Thou- 





“This time, the voice applications are radi 
different from those dismissed a few years ago 












sands of calls must be transcribet 
hand to pinpoint problems in the script. 
The greatest challenge is to make voice 
applications sound natural, That mean 
stringing together bits of pre-recorded. : 
words with the correct inflection—a tech- v 
niquecalled"concatenativespeech". ^. 
In many ways, a voice-applicationi net- e 
work is a cross between a recording stu- 
dio, a telecoms-service provider and a 
software firm. Mike McCue, one o 
TellMe's founders, reckons that the mor 
voice applications his firm builds, th 
more experience, user data and pre-r 
corded audio it gathers—which, | in tu 
makes it more attractive tc cus 
ers. TellMe has colle 
brary of audio prom 
Graham Bell would be 
brary includes 16,000 firs 
190,000streetnames and 8,300! nur 
Even so, there is unlikely to beat 
pound gorilla of voice application 
is because more basic offerings v 
built by machines. ar&r Labs has coi 
up with development tools that mine 
cordings of calls, to analyse what q 
tions people ask, for instance. Wi 
such speech-mining, says Mr Eslamb 
chi, it would take too much time t 
velop the hundreds of thousand 
applications that will exist one da 
Equally important, voice appl 
are national, even regional, says 
Barnes, sales director of Fluency, a: 
voice-application firm. A script th 
ily understood by Americans 
confusing for Britons. 
not understand; a Scottish 




































has led many to expect a cottage indu tr 
of designers to spring up~much as it di 
for websites. One day consumers may get 
the simple tools to write their personal. 
voice applications, like do-it-yourself - 
web pages. Then you could program your | 
phone to tell telemarketers to go away. Or. 
you could use it to filter important calls for 
your attention. cu 
Bearing in mind what a. gold mine | 
“texting” (short text messages) has proved _ 
for mobile-phone operators, personal . 
voice applications have a good chance of _ 
becoming the “killer application” for the 
next generation of communications. If i it 
became as big a phenomenon as texting 
in Europe and Asia, VoicexML could ye 
rescue telecoms carriers from their folly i 
stringing so much optical fibre around th 
world. It is ironic that it should be old- 
fashioned voice that lightens the dark l 
nessin fibre. si 















Our name is brief. 
Our experience is extensive. 
Our technology is continually evolving. 
Our leadership in communications, energy, 
and chemicalsis rock-solid: 
Our network is global. 
Our focus is individual. 


We are SK. 


Remember your childhood best friend? That one person who was always ready for adventure. The one 
you could count on in good times and bad. And the one whose first response to your thoughts and 
dreams was always a hearty OK!", no matter how farfetched they were. 


At SK, we're a US$40 billion conglomerate that believes in those same childhood ideals of friendship. 


Whose esnefaciion aren We act on this simple philosophy each day as we partner with, support, and reaffirm our customers and 
CIC SAL (tion MEL 


partners in over 130 countries around the globe. And our greatest satisfaction comes when they 


"2 respond with a satisfaction-filled OK!" We are SK. 
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chips that do one or two things 
spectacularly, rather than lots 
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3 n digital equipment, 
"most manufacturers buy off-the- 


peg chips from Intel, Motorola and a 


_ handful of other companies that produce 
<- standard parts by the million. But a small 
group of specialist firms that produce 
equipment for doing one or two things 
spectacularly~say, a 3D graphics card for 
.. acomputer—have to get their chips spe- 
< cially made for them. That can be ex- 
| sive d time-consuming. 
OM | lge that custom- 
.. made chips deliver allows firms that use 
- -them to charge a healthy premium in the 
market. 

There are other advantages: Like a 
made-to-measure suit from Savile Row, a 
custom-made chip has. snob appeal 

--among users that goes beyond mere per- 
formance. And for those within the indus- 
try itself, firms that use custom chips in 
their products are considered technologi- 
cally glamorous--and have arrived finan- 
cially. Stockmarkets usually recognise 
them as being a cut above the average. 

In fact, custom chips satisfy many of 
the same desires as a tailor-made suit. 
They fit the user's needs and foibles pre- 
cisely; they are extremely good at doing 
what they are designed for; and they 
stand out in a crowd through subtle de- 
tails of fit and function. Of course, no- 

_ body has to go to Savile Row to find a suit 
_. that fits and looks smart. But the main rea- 
. son for paying extra for a highly opti- 
mised chip (or suit) is that it delivers a 





















combination of functions and perfor- 


mance that allows the system builder to 
make a special splash in the market, or 
evento create a new one. 

The mobile phone is a good example. 
There is no room for sloppy design in a 
product that has to sell to discriminating 
consumers on looks, price, features and 
battery life. Without custom chips, people 
would still be. ruining their jackets with 
mobile phones the size of bricks. 

Another reason for choosing a custom 
chipis sheer performance. The market for 
PC graphics cards is ruled by extremely 


knowledgeable consumers who really 


wantto know only two things: how many 
polygons will the card's graphics proces- 
sor draw per second, and how much does 
it cost? If a card maker's chip does not per- 
form as well as the competition's, it had 
better have a faster one under develop- 
mentorit will be out of business. 

So why are custom chips not used 
more often? The answer comes down to 
price and the availability of skills. To de- 
sign a prototype of a custom chip and put 
it into production costs $10m-15m. With 
most electronics firms spending around 
10% of their revenue on research and de- 
velopment, they need to sell at least 
$100m of the product to recoup the R&D 
cost inherent in a custom chip. 

Moreover, if there is a mistake in the 
design, the cost can go through the roof. 
Finding bugs in the millions of lines of 
computer language that describe a chip's 
function is difficult enough. But when 
that logic is cast into silicon as transistors 
and interconnecting wires, the problems 
multiply. Does the physical logic match 
the written description? If so, is there 
something about the construction of the 
physicallogic that means it does not func- 
tion properly? Or is there something 
wrong with the manufacturing process? 
All these questions have to be answered 
forachiponly 5mm on aside, and yet con- 
taining over a kilometre of wiring. 

Debugging custom chips is not for the 
faint of heart. The first prototypes of a re- 
cent networking chip cost a customer 
$11m. But when the customer wanted to 
increase the chip's performance and cut 
its area—a far more benign change than 


another opportunity cost associated with 





fixing a bug—the rework cost a furth | 
$5.6m. Suddenly, the manufacturer 
needed a 50% bigger end market to justify c 
its use of a custom chip. v 

The costs of custom chips do not stop - 
there. Making a mistakeinacustom chip's _ 
design may mean missing a market | 
opportunity. The markets for graphics - 
cards, wireless handsets and hard-disk | 
drives, which rely heavily on custom 
chips, go through product upgrades two 
or three times a year. Being a few months 
late in such fast-moving areas can lop 10 
ormoreoff expected sales. And with g good . 
chip designers in short supply, there is yet | 







































fixing bugs: it stops the company's be 
engineers from getting on with the ne 
smash hit. | 
With so many odds ta 
them, it is no surprise that the 
companies that can muster t 
knowledge, engineering skill 
to use custom-designed chips is 
dling. Ironically, this is happening 
tomers-conditioned by Moore 
have begun to expect ever. 
functionality, at ever chea 
their gadgets and gizmo 
PUDE, makers ever y 








Sharing the cost E. 
One aps is to use what ar 


products" “Thisi is aw 
tom chips that are : 1 
rather than to a specific custome = 
chips (eg, the processor in a digital cam 
corder) are often designed with the help 
of one particular customer (eg, Sony), 
which brings the systems knowledge to _ 
make the chip attractive to other manu- _ 
facturers in the same business. In return _ 
for its expertise, the lead partner is given | 
exclusive access to the chip for six — 
months, after which it is sold to anybody ~ 
who wants it. The partner gets an opti- - 
mised chip; and though it shares design _ 
costs with its rivals, it also has the chance 
to cream off the top of the market before _ 
the competition becomes cut-throat. : 

If the market is too small to justify _ 
made-to-measure, and off-the-peg does — 
not suit, how can electronics companies _ 
access the latest technology in chip de- _ 
sign? One answer is programmable logic. | 
This idea has been around for years bi 
only now coming into its own, as cos 
drive custom chips outof reach. 

Programmable logic chips consist o 
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"Making a mistake in a custom chip's design may 
mean missing a market opportunity." 


arrays of basic logic gates laid out in a grid 
of connecting wires. Switches controlled 
by memory cells allow the inputs and 
outputs of the logic gates to be connected 
to the wires, creating complex logical 
functions from simple components. 
These chips have long been used as the 
“glue” to connect the main processors and 
memory units in large systems. But as 
manufacturing processes have advanced, 
programmable logic chips have been able 
to carry enough logic to become part of 
the system design in their own right. 

Yet although it offers great flexibility, 
programmable logic pays for it in terms of 
efficiency. It can take ten times more chip 
area to produce a logical function on a 
programmable chip than on a custom de- 
sign, and the task it performs will proba- 
bly run slower. But if the design is wrong, 
reconfiguring the programmable part will 
take minutes rather than the months 
needed to revise a custom chip. Against 
that, the inefficiency of programmable 
logic can make the chips large—often the 
largest chips a semiconductor "fab" can 
make—and that makes them expensive. 

Why, then, is the electronics industry 
embracing programmable logic chips? 
For several reasons. First, they offer a sol- 
ution in circumstances where the ex- 
pense is less than the cost of being late to 
market. Second, because the design of a 
programmable logic chip can be modified 
on the fly, it is ideal for products where in- 
dustry standards are still being ham- 
mered out. That is increasingly the case 
with high-tech products. 

Thus, in the 1990s, as companies mak- 
ing cellular base-stations scrapped over 
contracts for Europe's GSM mobile-phone 
networks, programmable logic was used 
to make sure the equipment could be in- 
stalled and used as soon as possible. Wait- 
ing for custom chips was not an option. 
That GSM standards were still fluid at the 
time was another powerful reason for us- 
ing programmable logic, which could be 
adjusted as the standards were changed. 


Stripped for action 

Programmable logic has come a long way 
from the days when it was a quick fix to a 
money-no-object problem. Some pro- 
grammable logic designs have been 
stripped down for cost-sensitive applica- 
tions—such as digital set-top boxes. Most 
electronic systems include a processor, 
memory, logic and inputs and outputs. 
Firms that sell programmable logic de- 
vices, notably Altera and Xilinx, both 
based in San Jose, California, have been 


Chameleon chip changes more than its colour 


eager to show that they can put whole sys- 
tems on a chip (soc) and have built hy- 
brid chips that include all the elements 
needed as fixed blocks. 

For instance, Altera worked with ARM 
Holdings, a British chip firm that licenses 
its designs to other semiconductor mak- 
ers, to configure a programmable logic 
chip to impersonate one of ARM’s ubiqui- 
tous processors. When it turned out that 
doing this took up too much of the pro- 
grammable resources on the chip, Altera 
built a hybrid chip that surrounded the 
core of an ARM processor with pro- 
grammable logic. Similarly Xilinx has 
linked with 18M to offer up to four 
PowerPC processors, from the same fam- 
ily that powers the Apple Macintosh, em- 
bedded in its programmable logic chips. 
These programmable system-on-a-chip 
devices are becoming the new "bread- 
boards" (ie, wiring lash-ups) for electron- 
ics designers. They allow users to build 
complex socs that can be programmed 
and reprogrammed until the functions 
work properly. 

Meanwhile, companies that make cus- 
tom chips have seen the benefits of pro- 
grammable logic—particularly in reduc- 
ing the risk of mistakes—and are 
beginning to offer itto their customers. In- 
cluding an area of programmable logic 
can help a custom chip to deal gracefully 
with bugs or adapt to shifting standards. 
This is likely to be a big business in the 
next few years. 

Ascustom chips embrace programma- 








blelogic, and programmable logic takes in 
major blocks of components such as pro- 
cessors, à further intriguing possibility is 
emerging. This is the ability to change the 
function of a chip while it is working. 
Since programmable logic can change 
function endlessly, why not use it to do 
different things at different times? This ap- 
proach is being explored by several 
start-up firms, notably Elixent in Britain 
and QuickSilver Technology in San Jose, 
California, which are offering different 
approaches to so-called “adaptive com- 
puting". 

The promise of reconfigurable logic is 
thatitshouldallow the logic and memory 
resources in a chip to be used more effi- 
ciently, especially in applications that 
need massive computing power. But 
there is a further commercial advantage. It 
could turn finished products into a source 
of service revenue. Imagine a music 
player that includes programmable logic. 
When a new music-compression format 
emerges to replace MP3, owners of the 
player could download, for a fee, a new 
decompression algorithm for their player 
from the maker's website. 

The idea that hardware manufactur- 
ers-dogged constantly by declining 
prices-could produce gizmos that not 
only deliver revenue from sales, but could 
be a source of service payments as well, 
has captured the imagination of a num- 
ber of big consumer-electronics firms. It is 
as if a Savile Row tailor took a stake in a 
dry-cleaning chain. m 








Tailor of antibodies 





For three decades, Ronald Levy 
has been seeking ways to use 
the body's immune system to 
fight cancer—much as it does 
the common cold. His goal has 
been to create "personalised 
drugs”, first in the form of 
antibodies and now as vaccines, 


capable of destroying a 
patient’s actual malignancy 


r 1981 Ronald Levy bought himself a 
yellow station-wagon, with plenty of 
room for his three young daughters. At 
the time, he was about to test anew ex- 
perimental drug for B-cell lymphoma, an 
often deadly form of cancer that is be- 
coming increasingly common. Which, he 
wondered, would last longer—his patient 
or his car? Asit turned out, the patient, 
Philip Karr, won, and is now 88 years old; 
the car has long gone to the scrapyard of 
man-made machinery. Mr Karr's miracu- 
lous recovery marked the first successful 
use of antibodies against cancer. 

For more than three decades, Dr Levy, 
now chief of the oncology division at 
Stanford University School of Medicine, 
has researched how a person'simmune 
system can be coaxed into fighting can- 
cer—much as it fights the common cold. 
Thirty years ago, this was a novel idea. 
Next to surgery, aggressive treatments, 
such as radiation and chemotherapy, 
were often considered the only options 
for survival. Unfortunately, they rou- 
tinely did patients as much harm as 
good-by killing off all dividing cells, can- 
cerous or healthy. But with Dr Levy’s 
“proof of concept”, explains Dawn Willis 
of the American Cancer Society, “a 
whole new field opened up.” 

The promise of antibodies (or “magic 
bullets” as they were known at the time) 
boosted funding for biotech start-ups 
round the world, and helped Dr Levy to 
co-found a company, IDEC Pharmaceuti- 
cals, in 1985. But commercial success did 
not come easily. It took more than a de- 
cade before a modified version of the 
antibody was developed by ipEc and got 
to market, though not customised for 
each patient, as Dr Levy had originally 
hoped. In 1997, the Food and Drug Ad- 
ministration (FDA) in Washington, DC, 
approved Rituxan-the first monoclonal 
antibody for use against cancer. 

The one quality that can be singled 


out for Dr Levy, says his former research 
fellow, Larry Kwak, is his perseverance. 
During his career, Dr Levy watched anti- 
bodies go in and out of fashion. He 
watched medicine based on good science 
abandoned because it cost too much. 
Through it all, he never stopped believing 
that antibodies would evolve into estab- 
lished drugs that could make a significant 
contribution to a patient's survival. 

Also, he never gave up on the custo- 
mised approach. Since the late 1980s, Dr 
Levy has been working on another pro- 
mising treatment against B-cell lym- 
phoma: a patient-specific cancer vaccine. 
Rather than offering protection against 
the disease, its aim is therapeutic, for 
those already afflicted. A few bold bio- 
tech start-ups are betting that they can 
find a cheap enough way to make the 
medicine. Late-stage clinical trials, usu- 
ally the last step before receiving ap- 
proval from the FDA, are already under 
way. Quite soon, it appears, Dr Levy 
might at last see his made-to-order ap- 
proach bear fruit. 


War on cancer 

A Stanford graduate, Dr Levy began his 
training in cancer immunology in 1970, 
when he signed up for a two-year stint at 
the National Cancer Institute (NCI). At 
the time, the fellowship was a convenient 
way for young American scientists to 
avoid the Vietnam draft, a thought that 
was certainly in his mind. But it also gave 
Dr Levy the opportunity to study with 
other up-and-coming researchers, such as 
Dr Steven Rosenberg, who would be- 
come chief of the Ncr's surgery branch 
and a leader in tumour immunology and 
immunotherapy. 

Those were exciting times—Richard 
Nixon had just declared his “war on can- 
cer", and funds poured into research pro- 
jects. The idea was to make the 
connection from laboratory science to 
clinical medicine, says Dr Levy. There 
was à feeling that great discoveries were 
just around the corner. 

Meanwhile, two different research 
teams in Britain did make some big 
breakthroughs. They would set Dr Levy 
on course for the next quarter-century. 
Each healthy B-cell expresses a unique 
"marker" protein on its surface, which it 
uses for binding antigens. When B-lym- 
phocytes detect a foreign substance in the 
body, they respond by dividing and turn- 
ing into little factories, churning out the 
same protein over and over again. This 
then binds to the antigen,taggingthein- » 
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“Dr Levy proved that his antibodies worked, but the 
cost of making them was prohibitive.” 


* vader for destruction. 

In B-cell lymphoma, one cell also di- 
vides endlessly, but this time without a 
purpose. In 1975, George and Freda Ste- 
venson, of the University of Southamp- 
ton in Britain, discovered that, in each 
individual patient, all malignant B-cells 
display the same “marker” protein, 
which could be used as a target. At the 
same time, César Milstein and Georges 
Kóhler, of the Medical Research Council's 
Laboratory of Molecular Biology in Cam- 
bridge, worked out how to make mono- 
clonal antibodies (they later received a 
Nobel prize). They fused two types of 
mouse cells—a tumour cell and a lympho- 
cyte. The new hybrid cell had properties 
of both. It was not only immortal, but 
could also produce antibodies forever. 

When Dr Levy realised the implica- 
tions, it became clear that he not only had 
a way to identify and target all cancerous 
B-cells in one patient, but would also 
have the ability to create a potent custo- 
mised therapy that would exploit a B- 
cell's unique marker protein. By 1975, Dr 
Levy was hired by Stanford and eager to 
test hisideasin his own lab. 

Just one question remained: should he 
develop a patient-specific antibody able 
tolatch on to the target directly, or formu- 
late a customised vaccine that could train 
a patient'simmune system to launch its 
own attack? After asking a few colleagues 
from around the world, including the Ste- 
venson team, he settled on making the 
antibody. 


Great expectations 

When the Karr case became public in 
1982, Dr Levy's phone began ringing non- 
stop. Patients lined up for the new treat- 
ment as the press came knocking at the 
door. Venture capitalists came, poised to 
exploit the next generation of block- 
buster drugs. This frenzy helped Dr Levy 
to start IDEC Pharmaceuticals. 

Yet the road to success was rocky. Al- 
though Dr Levy was able to repeat his 
findings, many other researchers were 
not. There were two difficulties: in some 
cases, the human immune system re- 
acted strongly against the foreign mouse 
molecules and neutralised the antibod- 
ies; and many antibodies were not aimed 
at the right targets and simply had little 
effect. It would take more than a decade 
to sort out these problems. 

Dr Levy proved that his particular 
antibodies worked, but the cost of mak- 
ing them was still prohibitive. After years 
in clinical trials, roec abandoned the 


lengthy process of producing custom 
batches for individual patients. The com- 
pany almost went bankrupt in the pro- 
cess. "Ironically, we had a treatment that 
worked [but] couldn't deliver," recalls Dr 
Levy. The science was good, says William 
Rastetter, IDEC's boss for the past 16 
years, but it did not prove cost-effective. 

By the early 1990s, the conventional 
wisdom on Wall Street was that antibod- 
ies just did not work. But rDEC continued, 
this time round with a new target found 
on many cancerous B-cells. Now all pa- 
tients could receive the same antibody. 
Manufacturing the drug turned out to be 
economically feasible, and it produced 
measurable responses in about half of all 
patients. In 1997, the FDA approved Ri- 
tuxan, making it not only the first cancer 
antibody ever adopted for widespread 
use, but also the first lymphoma medica- 
tion to hit the market in 20 years. It has 
since become a $1 billion drug. 

Many in the field give Dr Levy credit 
for laying the foundation for Rituxan's 
success, but he also never gave up trying 
to make “a drug of one’s own”. Since 
1988, he has led about a dozen small stud- 
ies, testing a patient-specific cancer vac- 
cine. So far, the results have been 
encouraging: at least half the 200 or so 
people who received the medicine 
showed an immune response, and many 
stayed in remission for longer than the 
two years that are typical following che- 
motherapy. In a few cases, tumour 
shrinkage was observed, lasting four to 
five years. Several patients have re- 
mained disease-free for years after receiv- 
ing the treatment. But, even if the vaccine 
eventually proves successful in large ran- 
domised clinical trials, one big question 
will remain: can it be manufactured 
cheaply enough to be cost-effective? 

After struggling with this for nearly 
two decades, Dr Levy remains as deter- 
mined as ever to find a solution. For one 
thing, vaccines are only half as much 
trouble to make as antibodies. Rather 
than manufacturing the antibody, scien- 
tists isolate the *marker" protein and mix 
it with an immune booster, hoping that 
the formula will coax the patient’s own 
immune system into launching an attack 
on the cancerous cells. To perfect the pro- 
cess, Dr Levy is prepared to work with 
anyone who has a good idea. “He’s Dar- 
winian aboutit,” says Dan Denney, chief 
executive of Genitope, a biotech com- 
pany in Redwood City, California. 

It would be better if making “drugs of 
one's own” did not cost so much. But sur- 


gery—another form of customised ther- 
apy for cancer-is far from cheap. “We do 
it because it works, not because it’s 
cheap,” says Dr Levy. But unlike the busi- 
ness of surgery, with its highly special- 
ised practices, the pharmaceutical 
industry has evolved around the drug- 
making notion of “one size fits all”. Dr 
Levy hopes that one day the two con- 
cepts will merge—so that people can be 
treated pharmacologically as the individ- 
uals they are. 

That wish could come true in the case 
of B-cell lymphoma. A handful of his for- 
mer research fellows have gone on to do 
their own studies in the field. The closest 
to success looks like being Dr Kwak, now 
a principal investigator at NCI's experi- 
mental transplant and immunology 
branch. After completing a series of 
small, successful studies, Dr Kwak is now 
conducting his own late-stage trial. 

So far, no cancer vaccine—customised 
or otherwise—has reached the market. 
But for B-cell lymphoma patients, the 
wait may be coming to an end. If every- 
thing goes to plan, data from Genitope's 
trial may be released two years from 
now. Andif the FDA deems the study a 
success, approval could follow a year or 
so later—a quarter of a century after Dr 
Levy bought himself a yellow station- 
wagon and rid Philip Karr of B-cell lym- 
phoma. "The irony of it all", comments 
Brook Byers, a partner at Kleiner Perkins 
Caufield & Byers, a venture-capital firm in 
Silicon Valley that was one of the original 
investors in IDEC, “is that ‘personalised 
medicine’ is now the new thing." m 





Personal vaccine in the making 
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The government got it wrong on roads. But Tony Blair's new road-building 
programme is not going to relieve congestion on its own 


HE central promise in the govern- 

ment's ten-year transport plan was the 
pledge to reduce congestion by 696 by 2010. 
Alistair Darling, the transport secretary, is 
shortly to abandon it. He now accepts that, 
unless there is a recession, congestion is 
going to increase by the end of the decade. 
"You cannot build your way out of this 
problem," he says. "You have got to think 
of imaginative and innovative solutions." 
Though he is wary of publicly backing 
road pricing, his department is scrutinis- 
ing the option. Much hangs on the fate of 
London's £5 ($7.90) a day congestion 
charge scheme (see overleaf). 

British roads are already by far the most 
congested in Europe. Since Labour came to 
power in 1997, the amount of working 
time lost due to congestion has increased 
by almost 50%. British drivers already 
spend twice as long as Italians each day 
commuting to work. The Freight Transport 
Association's latest quarterly survey of its 
members (who run half the nation's lorry 
fleet) reported the worst-ever levels of de- 
lay. This congestion is, according to the 
CBI's admittedly crude estimate, costing 
the country about £20 billion a year. 

The present may be grim but the pros- 
pects are worse. While the costs of motor- 
ing are declining, as cars become cheaper, 
the costs of public transport are increasing. 
TRL, the privatised arm of the former 
Transport Research Laboratory, predicts 


that on present trends road journey times 
could increase by as much as 85% by 2015. 
When the government published its 
ten-year transport plan in July 2000, build- 
ing roads was dismissed as not a sustain- 
able solution to congestion: "Simply build- 
ing more and bigger roads is not the 
answer: we need a more strategic ap- 
proach." Two years on, this policy has 
been modified. This week the transport 
secretary unveiled a £3 billion package of 
road schemes including the widening of 
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some of the most congested motorways. 

The announcement was hailed as 
though it were the biggest road-building 
programme since the Romans. In fact it is a 
modest bundle of long-overdue road im- 
provements. It will take years of consul- 
tants' reports and planning inquiries be- 
fore an inch of new concrete appears. 

Moreover, without road tolls or some 
other means of restraining demand, the 
new roads will soon be as badly congested 
as the old ones. Denvil Coombe, a trans- 
port adviser to the government, has 
pointed out that within a year of the M25 
being widened, traffic nearly doubled be- 
tween Junctions 9 and 10, wiping out any 
benefits. The chairman of the govern- 
ment-funded Commission for Integrated 
Transport, David Begg, says that "a big 
road-building programme without road 
pricing is as ludicrous as giving a heroin 
addict a last fix". 

Transport pundits pretty much all agree 
that charging is the way to go. Now even 
theroad lobby has come round to the view 
that demand for scarce road space has to 
be managed. Geoff Dossetter of the Freight 
Transport Association says: "We think that 
road pricing in one form or another is inev- 
itable." John Dawson, policy director of 
the Automobile Association, stresses that 
a coherent long-term framework for roads 
is needed. "The government, at present, is 
simply muddling through," he says. 

But it isn't organisations the govern- 
mentis really afraid of, it's voters. Since the 
fuel-tax protest two years ago, when La- 
bour briefly lost its lead in the opinion 
polls, the fear of a motorists' revolt has be- 
come considerable. The political power of 
the caris nothing new. “What Englishman 
will give his mind to politics as long as he 
can afford to keep a motor car?", asked 
George Bernard Shaw. m 





London's congestion charge 


Ken's gamble 


London's bid to cut congestion faces a 
testing period 


ITH the introduction of London's £5- 

a-day congestion charge in sight, fi- 
nal trials of the world's most ambitious 
road-pricing scheme are under way. The 
first of some 700 cameras guarding the 
charging zone in the centre of the city have 
already begun beaming video pictures to a 
computer database near Spitalfields mar- 
ket. When the system goes live on Febru- 
ary 17th, snapshots of the number plates 
of the 250,000 vehicles entering the zone 
daily will be matched against a database 
of those who have paid the £5 fee. Vio- 
lators will have to pay an £80 fine, reduced 
by half if paid within two weeks. 

Even advocates of road pricing admit 
that the mayor of London, Ken Living- 
stone, is engaged in a huge gamble. No one 
has ever tried to charge motorists in a city 
of the size and complexity of London. Pro- 
blems are inevitable, with alarmists pre- 
dicting anything from total gridlock on the 
peripheral roads to gross overcrowding on 
the tube. The mayor, who has staked his 
political future on the project's success, has 
said that he will abandon it after two 
months if itis obviously not working. 

Critics say that would be far too short a 
time-scale, and worry that the charge is be- 
ing introduced in too much of a rush. 
Rome, which uses similar licence plate rec- 
ognition technology to regulate traffic, had 
a two-month runningin period during 
which no penalties were levied. "It takes at 
least six months to tune up the system so 
that it works satisfactorily," says the city's 
transport chief, Maurizio Tomassini. 

Derek Turner, the mayor's transport 
chief, says that the way this charging sys- 
tem works means that it cannot be intro- 
duced slowly. But he insists that glitches 
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have been allowed for and that penalty 
notices will be issued only when there is 
proof of a violation. “I have got two 
months to sort it out and I am confident 
that we can do it,” he says. He claims that 
the risk of a penalty notice being issued to 
the wrong person or an illegal driver es- 
caping being fined is “negligible”. 

Nobody knows what impact charging 
will have on London's traffic. The mayor 
claims that it will reduce traffic in the zone 
by 15% and reduce traffic delays by about a 
quarter. But his officials acknowledge that 
these figures are at best an inspired guess. 
When Londoners are having to pay £4 an 
hour to park, a £5 daily charge may not be 
much of a deterrent; if the charge is raised, 
drivers may be deterred, but they will also 
be cross. W 





Identity cards 


Papers please 


The government is moving towards 
backing a national identity card 


HE British tend to be uncomfortable 

about the idea of the state keeping tabs 
on them. Compulsory identity cards, in 
use during two world wars, were quickly 
abandoned in peacetime. Seven years ago, 
a Conservative home secretary, Michael 
Howard, was forced into a humiliating re- 
treat after failing to convince colleagues 
that the time and the technology were ripe 
for another attempt. 

Given this history, it is hardly surpris- 
ing that the current home secretary, David 
Blunkett, is approaching the issue cau- 
tiously. A consultation paper setting out a 
variety of options was published last July. 
The consultation process does not end un- 
til next month, but one option, a voluntary 
card, has already been ruled out. 

The home secretary is now pressing the 
case for a universal 1D card, using the 80m 
passports and driving licences now in cir- 
culation as the basis for a national register. 
That would leave only about 16m people, 
who are neither drivers nor passport hold- 
ers, who would be required to have what 
the government likes to call an "entitle- 
ment card". Although everyone would 
have to have one, there would be no ob- 
ligation to carry it. 

Though recent opinion polls suggest 
that Britons are not against the idea these 
days, the prime minister is nervous, and 
some other members of the cabinet, 
among them Andrew Smith, the minister 
for works and pensions, are doubtful. One 
senior minister described a compulsory 
national 1p card as “a solution in search of 
a problem". Mr Blunkett says he is "not pre- 






pared to go to the stake", but he is increas- 
ingly confident that this is an argument 
that he can win with his cabinet col- 
leagues. "The idea that we can succeed 
with a quill pen approach to identity when 
this country is being targeted by criminal 
gangs is absurd," said one of his officials. 

Illegal immigration is one reason why 
Mr Blunkett is so keen on the idea. Britain 
is one of the few countries in Western Eu- 
rope that does not insist on ID cards. This, 
says Mr Blunkett's people, attracts immi- 
grants: people want to come to Britain, offi- 
cials maintain, partly because they believe 
that once they are in the country they can 
work, and obtain benefits and public ser- 
vices with impunity. Whether it would be 
any harder to get work without an ID card 
than it currently is without a (supposedly 
essential) national insurance number is 
not clear. But support for 1D cards was part 
of the deal Mr Blunkett did recently with 
the French interior minister, Nicolas Sar- 
kozy, to close the Sangatte refugee camp, 
because the French believe that their ab- 
sence encourages immigrants. 

Mr Blunkett's other main claim for a na- 
tional 1p card is that it would help tackle 
identity fraud, which the Home Office esti- 
mates costs £1.3 billion ($2 billion) a year. A 
recent police investigation found that the 
identities of more than 1,000 dead babies 
had been stolen to obtain false passports 
and other documents. How far 1p cards cut 
fraud depends to a large extent on how se- 
cure the technology is. The most sophisti- 
cated cards, for example, containing iris or 
facial recognition information, would cost 
around £3 billion. 

Mr Blunkett is thus likely in the first in- 
stance to back the simplest option: a card 
containing only basic personal informa- 
tion such as appears on the driving licence. 
That won't appease his critics who will re- 
gard any scheme as the thin end of the 
wedge. But in an age when nine out of ten 
adults carry some form of plastic in their 
wallet and more than 135m financial ser- 
vices cards are in circulation, it may prove 
hard to whip up much hostility to another 
bit of plastic. m 
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Extradition 
Unwelcome guest 


A fugitive Chechen diplomat goes to 
ground in London 


iF IS flattering that persecuted foreigners 
hold British justice in high regard. The 
trouble is, sometimes they turn up to take 
advantage of it. That is the headache 
created for the government by Akhmed 
Zakayev, the envoy-at-large of the rebel 
leadership in Chechnya. 

Like the leader he represents, Mr Za- 
kayev is on the run. His president, Aslan 
Maskhadov, is hiding in a cave in the Cau- 
casian mountains, hunted, not very effec- 
tively, by the Russian army. Mr Zakayev is 
being hunted round Western Europe by 
Russia’s lawyers, who want him extra- 
dited to face terrorism-related charges. 

The Kremlin tried and failed to have Mr 
Zakayev handed over from Denmark, 
where he was attending a Chechen émigré 
get-together. He arrived in London last 
week, backed by an unlikely bunch of sup- 
porters. These include Boris Berezovsky, 
an expatriate Russian tycoon who finances 
all manner of causes likely to annoy the 
Kremlin; Vanessa Redgrave, an actress 
known for her support for revolutionary 
socialist causes; and Karl von Habsburg, 
an Austrian who heads a human rights 
group for unrepresented peoples. Mr Za- 
kayev and his supporters believe that no 
British court will hand him over to the 
mercies of Russia’s notoriously corrupt 
and politically biased legal system. 

They are probably right. Britain and 
other western countries do not buy Rus- 
sia's argument that Mr Zakayev and his 
colleagues are simply Islamic terrorists. A 
court hearing on December 11th bailed Mr 
Zakayev until January 9th. 

Although Mr Zakayev, an actor by pro- 
fession, did fight in Chechnya in 1994-96, 
Russia has not produced any convincing 
evidence linking him to recent atrocities, 
such as the hostage-taking in a Moscow 
theatre in October. Russia's case is further 
weakened by the fact that only a year ago, 
the Kremlin held formal talks with him, in 
an abortive attempt to end the war. 

Nonetheless, the British government is 
twitchy about Mr Zakayev and the cause 
he represents. Although he is a moderate 
and secular figure, other top Chechens 
have received money and support from 
radical Islamic groups. Under their rule, 
Chechnya was terrifyingly lawless. 

Britain, like other outsiders, wants a ne- 
gotiated end to the war. When and if it 
comes, it will probably involve some role 
for Mr Zakayev, whether the Kremlin likes 
itor not. Better, then, to keep him alive. = 


Prague 


Ferrets abroad 


PRAGUE 


Britain 53 





Exporting British cultural practices to Central Europe 


HE British lager lout, like an aggressive 

bird, has extended his range. No longer 
is he restricted to Spanish beaches and 
football stadia. Budget flights priced as low 
as a few pounds afford him weekends 
across Europe in search of beer and sex. In- 
deed, the only unusual thing about Liam 
Gallagher's recent drunken brawl with po- 
lice in Munich, which saw the pop singer's 
front teeth knocked out, was the location: 
Bavarian beer is too expensive for most 
British louts. 

Much better to head for Prague. There, 
as WWw.praguepissup.com, a website 
dedicated to bringing lads to the Czech 
capital, points out, “an all nighter costs less 
than five quid!” and “a night exercising the 
ferret costs 30 quid!" A slew of companies 
now bring groups of British men to Prague 
for a weekend of lap-dancing and pub 
crawls. The cultural highlight is a brewery 
tour (Czechs claim to have invented lager). 
Once on the piss British lads rarely venture 
into authentic Czech pubs. Most drift, or 
are corralled, towards new sports bars 
where they are momentarily pacified by 
big screens showing English football, 
beamed in by satellite. 

Czech officials privately guess that a 
quarter of fights in the city centre each 
weekend involve British men. There is no 
way of proving that: British men generally 
beatup each other, and charges are seldom 
brought. Still, swankier bars are fed up 
with the scuffles and property damage. 


Some post signs in their windows warning 
groups of British men to stay out. The city 
police have increased their numbers and 
are improving their language skills to deal 
with weekend rowdies. The British em- 
bassy concedes that budget flights have 
brought a new type of tourist to Prague, 
along with a sharp increase in the consular 
workload: lads visiting brothels often get 
their passports stolen. 

Praguers grumble at the louts and the 
growing tawdriness of the city centre, not 
least the neon-lit brothels which have 
sprung up along Wenceslas square to ser- 
vice the foreign ferret. In public, officials 
have little alternative but to gloss over the 
issue. Local tourism has been battered by 
the summer floods. The last thing the city 
needs is to project a downmarket image to 
better-heeled visitors. 

The problemis notlikely to go away. Ea- 
syJet-whose subsidiary, Go, serves 
Prague—is planning to expand its service to 
the Czech Republic next year to five flights 
a day. More louts are sure to follow. What 
can be done to stop them? Directing 
would-be-toughs to Prague pubs favoured 
by local ice hockey players might help. Or 
the Czechs could follow the British govern- 
ment's lead. It installed an immigration 
desk at Prague airport last year to keep un- 
welcome Czechs (read gypsies) from set- 
ting foot on British shores. Perhaps the 
time has come for the Czechs to do the 
same at British airports. 8 
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Bagehot | Hounding Cherie 


LATE 


When the press thinks it's the real opposition it does no good to politics or the papers 





ABOUR'S hegemony stretches interminably ahead. The offi- 
cial opposition has all the energy and bite of an overweight 
and elderly Labrador. But never fear. Though Tory leaders may 
come and go leaving almost no trace behind them, the Daily 
Mail and its sister paper, the Mail on Sunday, are always there, 
vigilant on the nation's behalf, stern in their defence of Britons' 
ancient liberties, unflinching in calling to account an over- 
mighty executive. 

This may be a slight exaggeration, but, especially after 12 days 
of what has inevitably come to be known as "Cheriegate", it is 
pretty much how these newspapers see themselves. They look 
at today's Conservative Party and see only a broken-spirited 
rabble. They seethe with frustration at the sight of a vile and in- 
competent government that remains unreasonably popular and 
electorally impregnable. So into this political vacuum they step, 
armed with the sense of moral purpose that springs from the cer- 
tainty that they are now the real opposition. 

For nearly a fortnight, even as Britain edges closer to war with 
Iraq and the government fights to save its spending plans from 
militant unions and a worsening economy, there has been only 
one story in town: Cherie Blair's curious relationship with her 
"lifestyle coach", the involvement of that woman's boyfriend, a 
serial fraudster, in Mrs Blair's purchase of two flats, and Mrs 
Blair’s initial unwillingness to give a full and satisfactory account 
of what she had been up to. 

To that extent, it has been a triumph for the Mail newspapers, 
which got hold of the story and refused to let it go, while Mrs 
Blair and Downing Street tried first to ignore and then to deny it. 
Their relentlessness has embarrassed Mrs Blair and made the 
Downing Street press operation look sloppy and defensive. They 
have shown her judgment to be poor and the company she 
keeps to be rum. 

The Daily Mail would like to think that Mrs Blair, a successful 
lawyer with political opinions well to the left of her husband's, 
is a sort of British Hillary Clinton—a chink of vulnerability in her 
husband's armour. But the parallel doesn't quite work. Mrs Clin- 
ton is a heavyweight politician in her own right. Mrs Blair is not. 
Perhaps the paper believes that by making life hell for Mrs Blair, 
it is hastening the day when her husband finally hands the keys 


of Number 10 over to his impatient neighbour. There is at least 
some warped logic to that calculation: if Cherie does not quite 
make it as Hillary, Gordon Brown might just turn out to be Brit- 
ain's Al Gore. But this is clutching at soggy straws: the reality is 
that the persecution of Mrs Blair, although quite entertaining in 
anasty way, is political displacement activity. 


Who cares? 

The Mail newspapers and their followers, such as the Daily Tele- 
graph, are desperate to establish the fact that some major impro- 
priety has occurred—better still that the whole episode illustrates 
institutionalised mendacity and sleaziness at the heart of the 
Blair government. But although Mrs Blair's behaviour has been 
ill-judged, there is no evidence that she has done anything really 
dreadful. For all the journalistic energy and acres of newsprint 
that have been expended on this story, its real political impact is 
almost certain to be close to zero. 

In this, Cheriegate echoes the odd affair last summer of the 
prime minister's supposed attempt to get himself a more promi- 
nent position at the Queen Mother's lying-in-state. That story, 
too, obsessed the press for a couple of weeks. But despite a huge 
effort on the part of his antagonists to make Mr Blair appear crass 
and his immediate circle of advisers a bunch of liars, it is doubt- 
ful whether anybody beyond the people who were involved can 
remember the first thing about it. So it will be on this occasion 
too. These stories are like violent squalls that come roaring out of 
nowhere, and pass just as quickly. Nobody is likely to change the 
way he votes because once upon a time there was a row be- 
tween a parliamentary office-holder named Black Rod and 
Downing Street or because Mrs Blair used a dodgy go-between 
to buy, perfectly legally, a couple of flats in Bristol. 

Which doesn't mean that the papers' blood-lust is free from 
consequences. One obvious impact is on the quality of the press. 
The Daily Mail, a paper which was once remarkable for its flair, 
has become startlingly boring, with page after page devoted to 
mad Cherie and her evil entourage. That sort of thing may help 
explain why Britain's most successful newspaper of the past two 
decades is now losing readers. 

But the more troubling effects are on the nature and quality of 
opposition. Serious, effective opposition requires a sustained cri- 
tique of government built around a plausible and coherent set of 
principles. This is not something that newspapers tend to be 
much good at. However seriously they like to take themselves 
intellectually, they are inherently reactive and opportunistic. 
The Daily Mail is brilliantly successful at setting a news agenda; 
less so at setting the political agenda. That was illustrated at the 
last election, when the then Conservative Party leader, William 
Hague, based his programme largely on the preoccupations and 
prejudices of the Daily Mail's brilliant but rather weird editor, 
Paul Dacre, and suffered a humiliating defeat. Mr Hague’s mis- 
take was to think he could conduct opposition politics as if he 
was editing a tabloid newspaper. 

Whatever Iain Duncan Smith’s faults, he does at least seem to 
realise that the roles are distinct. Although he ultimately joined 
in with the press pack hounding Mrs Blair, the Conservative 
Party leader managed to make it clear that it wasn’t really his sort 
of thing. He does not always practise what he preaches, but he 
does understand that opposition requires patience and a dogged 
sense of purpose-the very opposite of the qualities needed to 
sell newspapers. 8 


Business 


Bankruptcy in America 





The night of the killer zombies 


NEW YORK 


Critics of Chapter 11 say it prolongs companies’ lives beyond sensible limits, 


damaging healthy rivals 


66 Q USINESS as usual" was the message 
from United Airlines this week, as 
what was once the world's biggest airline 
became the world's biggest airline bank- 
ruptcy. As officials rushed to reassure cus- 
tomers, United pledged "even better" ser- 
vice, now that it is operating under the 
protection of Chapter 11 of America's 
bankruptcy code. Glenn Tilton, the vet- 
eran oilman hired three months ago to 
turn United round, promised “a new be- 
ginning” for the ailing carrier—not Chapter 
11, but Chapter one, as Mr Tilton put it. 
Chapter 11 does indeed offer compa- 
nies a shot at starting over. That is the 
point. Rather than shutting a firm because 
it cannot meet its obligations to creditors, 
as happens in many other countries, 
Chapter 11 gives a firm temporary protec- 
tion from its creditors, as they work out if it 
has any value left and who should have 
what stake, be it equity or debt, in the com- 
pany that eventually emerges from bank- 
ruptcy protection. Even so, the efficiency 
of Chapter 11 is under growing scrutiny. A 
particular concern, in industries such as te- 
lecoms and now airlines, is that bankrupt 
firms will return with manageable debts 
and thus be better able to compete, with 
the result that they force hitherto healthier 
rivals into bankruptcy in their turn (see 
next story on how this may happen to Un- 
ited's rivals). Does Chapter 11 create zom- 
bie companies that live on, only to drag 


other firms into their graves? 

There is no shortage of zombies. Bank- 
ruptcy courts in Delaware, New York and 
most recently Chicago, where United filed, 
abound with undead giants. Of the ten 
biggest bankruptcies since 1978, seven are 
now in the courts, dragging behind them 
combined assets of nearly $300 billion. Is 
the system really working? 


Chapter and verse 

One philosophical objection raised 
increasingly often is the rule that puts the 
debtor in control of the bankruptcy pro- 
cess, an idea that often leaves foreigners 
“stunned”, says one bankruptcy lawyer. 
This typically means that the managers 
who bankrupt a firm can have a go at re- 
structuring it to keep it alive. They usually 
opt to try, rather than liquidate the firm. 

During the wave of bankruptcies in the 
late 1980s and early 1990s, the merits of 
this were more obvious. Many firms went 
bust because they borrowed heavily dur- 
ing the leveraged-buyout boom; restruc- 
turing the debt revealed essentially viable 
firms underneath. Whether the 50-odd te- 
lecoms firms that have gone bust recently, 
let alone United Airlines, have a business 
worth salvaging is less obvious. 

Moreover, managers of a bankrupt firm 
are gaining more, not less, control over 
their fate. For instance, Chapter 11 gives 
debtors the right to propose a restructuring 
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plan within 120 days. But judges routinely 
extend this deadline. It used to be rare that 
judges would allow debtors to auction as- 
sets before all creditors had approved a re- 
structuring plan, says Lynn LoPucki, a pro- 
fessor at the law school of the University 
of California, Los Angeles. Recently, says 
Mr LoPucki, judges have allowed manag- 
ers at Polaroid and Enron, for example, to 
sell assets before even drafting a restruc- 
turing plan, thus avoiding a formal credi- 
tor vote and the hundreds of pages disclos- 
ing information that must accompany it. 
Since it filed for bankruptcy in December 
2001, Enron has sold a wind farm, its en- 
ergy-trading arm and a construction com- 
pany, among other businesses. Company 
officials say that Enron ensures that its 
creditors support its asset sales. But with- 
out full disclosure, who is to know for sure 
that Enron is making sales to the right peo- 
ple and at the right prices? 

Leaving incumbent managers in charge 
of a bankrupt firm has become increas- 
ingly controversial since the bankruptcies 
of Enron and WorldCom prompted a more 
widespread questioning of the usefulness 
of the executive class. Such concerns may 
be overdone. In practice, incumbent man- 
agers rarely survive to lead restructured 
firms out of the bankruptcy courts. But it is 
true that judges, often all too human, 
sometimes penalise creditors who throw 
their weight around in the process of nego- 
tiating a restructuring plan. This can let 
tainted managers cling on longer than may 
be prudent. 

It took creditors three months of jost- 
ling to oust John Sidgmore from the helm 
of WorldCom, and he agreed to go only 
when he was promised a new manage- 
ment position, even though he was part of 
the management team that led the firm » 





+ through its $9 billion accounting scandal. 
Certainly, judges would deflect some crit- 
ics of the bankruptcy process if they 
worked closely with creditors to get new 
managers in place fast and to agree a re- 
structuring plan as quickly as possible. 

Nor is the reputation of Chapter 11 
helped by the sight of lawyers, accoun- 
tants and other restructuring experts feed- 
ing off the carcass. The headline figures for 
professional fees for the latest batch of 
bankruptcies are likely to break all records. 
One creditor committee at Enron, for in- 
stance, guesses that fees may hit $700m for 
the two years or more that the firm thinks 
its bankruptcy will take. On recent trends, 

o fees related to WorldCom could easily top 

—— $1 billion. 

... Yet these headlines may be deceptive. 

. Measured as a percentage of assets at the 

time of filing, fees have actually been fall- 

ing in America, from around 3-4* in the 
late 1980s to 1-2% today. This may be de- 
spite the apparent effort of some bank- 

. ruptcy judges to drum up business 

through their leniency. Officials from the 

Justice Department should spot excessive 















fees. But their niggling objections typically 
focus on minutiae such as expensed 
lunches and photocopying costs, and are 
mostly overruled by the judges, says one 
bankruptcy lawyer. And it is “easier to get 
your fee application approved in New 
York than in Ohio”, says the lawyer. Ohio, 
needless to say, is not a destination of 





choice for the bankruptcy industry. 

Nor do incumbent managers always 
get their way and creditors lose. Chapter 11 
is “like a giant convention, where every- 
body brings their own lawyer”, says one 
expert. This week, Mr Tilton claimed to be 
in control of United. In practice, he will 
find that his power is constrained. Creditor 
committees mostly keep a low profile, but 
behind the scenes they pack a punch. 
Judges tend to seek balance~which may 
be more than the managers deserve, it is 
true—so that one party does not gain at the 
expense of others. Mr Sidgmore has called 
his experience in the courts “brutal”. 

And the messiness of the process 
should not obscure the fact that a com- 
pany can emerge from Chapter 11 only if its 
creditors reckon it is worth more alive than 
dead. Zombie companies may be the price 
that America pays for the second chances 
it generously dishes out. As Stuart Gilson 
of Harvard Business School points out, no- 
body sees the lost opportunities of sys- 
tems such as Britain’s or continental Eu- 
rope’s, which both favour liquidation over 
restructuring-though that is changing. 
And more debtors may stay buried this 
time around: Enron is liquidating itself. 

Even so, a backlash may be coming. It is 
hard, even now, to point to an example of 
a successful big bankruptcy, in which the 
patient emerged, refreshed and fit, to dom- 
inate its industry. If the current batch ends 
in fat fees and failure, it may become even 
harder to dispel the thought that all this 
hard work is not worth it. If so, the restruc- 
turing industry may end up having to 
swallow some of its own medicine. m 


United Airlines 


Cruel phoenix 


United Airlines could bring down other 
American carriers 


HAPTER 11 gives United Airlines a 

chance to reshape its business to sur- 
vive—though that is no sure thing. Since 
deregulation led to a price-cutting war in 
the 1980s, three leading carriers have dis- 
appeared. TWA, PanAm and Eastern Air- 
lines all spent time in intensive care, with 
Chapter 11 affording protection from credi- 
tors, before they were liquidated or taken 
over. The only somewhat successful big 
Chapter 11 reorganisation among airlines 
was Continental's, and it had to be rescued 
by the courts twice before regaining 
health, with new outside investors and a 
management team led by Gordon Be- 
thune, an ebullient former Boeing man- 
ager. His main innovation was to motivate 
the airline’s downtrodden and bolshy » 






> workforce by giving them incentives 
based on such factors as flight punctuality. 

The collapse of United marks the fail- 
ure of one of the highest-profile employee- 
owned companies. Despite swapping 
some pay for shares to rescue the airline 
back in 1994, the United pilots and ground 
crews never behaved like responsible 
shareholders. They kept a veto on big 
board decisions—which they used to frus- 
trate the efforts of successive bosses. 

Going into Chapter 11 gives the com- 
pany a chance of a fresh start. It has raised 
$1.5 billion in new debt and has about 
$800m in cash. Against that, Glenn Tilton, 
its chairman, says that it had been burning 
cash at a rate of at least $10m a day. The 
bankruptcy court has let the airline go on 
buying fuel and other supplies, as well as 
paying wages. Travellers have been as- 
sured that their air miles are safe. 

For employees, more pain is inevitable. 
Deep staff cuts and wage reductions are 
unavoidable if the airline is to shrink to a 
profitable core. Liquidation is unlikely, not 
least because the airline's assets—such as 
its fleet of aircraft-are already tied up in 
complex financing deals with outsiders, 
who will prefer to keep them flying. Nor 
are United's routes, such as those between 
America and London Heathrow, likely to 
be sold. With the European Union moving 
towards negotiation of a broad "open- 
skies" agreement with the United States, 
route rights may have a short life—so they 
might not fetch much. 

For other American carriers, a reinvigo- 
rated, less indebted United could prove a 
nasty challenge. Although the Chicago- 
based carrier's costs are now greater than 
those of its rivals, it should prove relatively 
easy for management to push through 
changes that make United competitive, 
such as lower wages and more flexible 
working. Although American Airlines is 
bigger than United overall, inside America 
United is still dominant. 

With two national network carriers 
now in Chapter 11 (the other is us Air- 
ways), fears must be rising among manag- 
ers at American, Delta and Continental, 
who are already worried by the inexorable 
rise of the low-fare carriers led by South- 
west and JetBlue. Airline industry leaders 
asked the government for—and got-a fed- 
eral bail-out after September 11th, because 
they feared the consequences of one or 
two going into Chapter 11 and then, re- 
lieved of the need to meet interest pay- 
ments, wrecking the market by slashing 
fares. That is precisely what may happen 
now if United decides to take advantage of 
bankruptcy protection to steal business 
from rivals. The nightmare scenario is that 
a wave of Chapter 11 bankruptcies could 
sweep through America's airline industry, 
condemning it to many further years of in- 
stability. 

What of the international impact? 








Going, going 


Might United's plight deal a severe blow to 
the world's largest airline alliance, the Star 
group, founded by United and Germany's 
Lufthansa, and since extended to about a 
dozen other carriers? Maybe not. The core 
of this grouping remains United and Luft- 
hansa. They have recently been allowed to 
pool operations across the Atlantic, which 
should boost United's revenues. Mean- 
while, Lufthansa, which is profitable, will 
bend over backwards to help its most im- 
portant partner, perhaps even by lending 
it money. So "new United" may get by 
with a little help from its friends. m 





Imbroglio 


ROME 
Italy's prime minister is meddling in 
Fiat, for his own reasons 


T drama surrounding Fiat has be- 
come more confusing than ever, with 
the departure on December 10th of the 
chief executive of five months, Gabriele 
Galateri, and much talk of the possible de- 
mise of the chairman, Paolo Fresco, at a 
board meeting scheduled for Friday, De- 
cember 13th—its second meeting within a 
week. Although on December 11th Mr 
Fresco said he intended to stay put till next 
summer, Friday might yet prove unlucky. 
Mr Galateri has spent most of his life 
running the family interests of the Agnel- 
lis, who own abouta third of Italy's biggest 
car company. Parachuted into the strug- 
gling Fiat group last summer, Mr Galateri 
devised a recovery plan based on 8100 job 


cuts and the closure of a factory in Sicily. 
But he became fed up with constant snip- 
ing against him, not least from Italy's prime 
minister, Silvio Berlusconi. Last week, Mr 
Berlusconi, irked at the loss of some 2,000 
jobs in a part of Italy that had voted 
heavily for his party, said that he could do 
a better job of running Fiat than the 
present management. Mr Fresco said Mr 
Berlusconi had "gone crazy". 

Messrs Galateri and Fresco spent the 
pastfew months persuading their banks to 
support their plan. The strategy was to cut 
losses at Fiat Auto, so that General Motors 
(GM) would honour its deal to buy the 
firm. The world's biggest car firm already 
owns a 20% stake in Fiat Auto and has joint 
ventures for common engines and gear- 
boxes to be used in small models by Fiat 
Auto and Opel, GM's European arm. 

GM has the first right of refusal on any 
sale by Fiat Auto. More crucially, the Ital- 
ian holding company has a "put option" to 
sell its remaining 80% of shares in Fiat 
Auto to the Americans in 2004. But GM 
has become increasingly reluctant to buy 
the remainder of Fiat Auto, a fact under- 
lined by its recent write-down of its exist- 
ing stake from the $2.4 billion it paid to just 
$220m. Hence the rescue plan. 

In competition with the restructuring 
orchestrated by Messrs Fresco and Gala- 
teri, Mr Berlusconi is pushing an alterna- 
tive. This has the backing of Mediobanca,a 
Milanese investment bank that used to 
pull all the strings in corporate Italy, but 
has seen its star wane since the death of 
Enrico Cuccia, its nonagenarian boss, two 
years ago. Mediobanca has already helped 
Fiat by paying about $1 billion for a 34% 
stake in its Ferrari business. Now it wants 
to press its advantage. It is worth noting 
that Mr Berlusconi has an indirect stake in 
Mediobanca. 

Not only does Mr Berlusconi, a busi- 
nessman before becoming prime minister, 
dislike the idea of foreigners taking over 
Fiat. He also sees opportunities to boost 
his own media interests as Fiat founders. 
He wants to acquire Fiat’s press inter- 
ests—La Stampa, a Turin daily, and a big 
stake in Corriere della Sera, the country’s 
most prestigious paper. Mediobanca, 
meanwhile, wants to get its hands on Fiat's 
profitable Toro insurance company, to add 
to its holdings in Generali and sA1 Fonda- 
ria, two leading insurers. 

Mr Berlusconi appears to have talked 
into his camp Umberto Agnelli, who is in 
effect in sole charge of the family's for- 
tunes since his elder brother, Gianni, is ail- 
ing. Umberto Agnelli visited Mr Berlus- 
coni on December 10th and the prime 
minister devoted much of the day to inter- 
vention in the affairs of Italy's most fam- 
ous industrial company. This lapse from 
his free-enterprise creed would seem odd, 
were it not for the other interests involved. 
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His rival rescue plan is dressed up as an » 
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-* Italian solution to Fiat's problems, saving it 
- from the hands of the Americans at GM. 
This is a bit rich on two counts. First, the 
Americans, though happy with their 
collaboration with Fiat, are now leery of 
taking on the whole thing. Second, the Me- 
diobanca-Berlusconi plan would involve 
the possible participation of (not strikingly 
Italian) Volkswagen, which would (t is 
said) take a 39% stake in a company group- 
ing premium brands such as Ferrari, Ma- 
serati and Alfa Romeo, all now part of the 
^ Fiat stable. 

v7. Whether this would really appeal to 
|. the German car maker is unclear, as it al- 
- ready owns several premium brands, in- 
cluding Bentley, Lamborghini and its own 
— Phaeton luxury car. On December 11th, 
-< vW said its interest was limited to techni- 
_ cal collaboration between its Audi divi- 
- sion and Maserati. But presumably that 
could change given the right incentives. 

. The plan also involves parachuting in 
as chief executive of the Fiat parent com- 
pany Enrico Bondi, an old Mediobanca 
hand who made his reputation turning 
round the Ferruzzi agro-chemicals busi- 
ness and, latterly, sorting out troubled Te- 
lecom Italia. Meanwhile, the danger is that 
- Fiat’s sales will suffer further damage from 
the uncertainty surrounding it. This is 
what happened to Rover, an ailing British 
"brand bought by Germany's BMW in 1994. 
-Fiat's brand has long since lost the lustre 
that gave it over half of its home market 
until the late 1980s. Now it wins less than 
30% of Italian car sales and its share of Eu- 
rope's markets has halved from 14% in the 
19905. This week's carnival will have done 
nothing to boost its image. 8i 



















More telecoms trouble 


Wireless and less 


j| Things look bad for Cable & Wireless 


EN by the standards of telecoms, Ca- 

ble & Wireless has had a terrible week. 
On December 6th, Moody's, a creditrating 
agency, downgraded c&w's debt to junk 
status. This triggered a previously undis- 


closed clause in the company's agreement . 


with Deutsche Telekom, to which it sold its 


~~ stake in a British mobile-phone operatorin- 

. 3999. The clause requires C&W to set aside - 
£1.5 billion ($2.4 billion) in cash, or to ob- - 
tain an equivalent guarantee, to indemnify _ 








Deutsche Telekom against possible 
tax liabilities related to the sale. TE 
den emergence of this skeleton fron 


u 


taking its market value below £1 billion 
. and prompting its ejection from London's 













1d- Global Crossing, 360networks and other 
troubled operators. It even branched out 


closet sent c&w's shares down by 50%, — into the web-hosting business- just before 


FTSE 100 index of top companies. 

Investors duly called, yet again, for a 
change of management. It seems that ei- 
ther Graham Wallace, C&w's chief execu- 
tive, failed to inform the board of the po- 
tential liability related to the Deutsche 
Telekom deal, or that he did so but they de- 
cided it was not worth making public. Nei- 
ther scenario reflects well on the company. 
Its best defence is to plead incompetence. 
A tart research note from analysts at 
Dresdner Kleinwort Wasserstein sug- 
gested this week that investing in the com- 
pany “is like buying what appears to be 
undervalued real estate at the foot of an ac- 
tive volcano”. 

What makes c&w's implosion so tragic 
is that it could all have turned out so differ- 
ently. At the start of the telecoms boom 
c&w found itself in the unusual position 
of owning both a worldwide cable net- 
work and a collection of local telephone 
firms in Britain and its former colonies, a 
hangover from C&w’s historical roots as 
operator of the British Empire's telegraph 
and telephone networks. 

The conventional wisdom in the boom 
was that the future lay in providing high- 
speed data connections on a global scale. 
So c&w duly sold its local-access firms in 
Britain, Hong Kong and Australia, and in- 
vested the proceeds in long-haul data ca- 
pacity and related services for large com- 
panies. It bought an American network, 
built a European one and beefed up its un- 
dersea cable network. 

The problem, of course, was that many 
other firms were doing exactly the same 
thing, resulting in a capacity glut and tum- 
bling prices. Former national monopolies 
such as British Telecom and Deutsche Tele- 
kom responded to the ensuing crash by re- 
trenching to their home markets, where lo- 


ccakaccess networks provide reliable 


revenues. But c&w had lost that option 


and had no choice but to forge ahead with 


its global strategy, alongside WorldCom, 


it collapsed. 
In recent months c&w has issued a 


| plans and lay- 


compare that sum for one relatively small »» 











offs. And its attempts to c 
costs and shut unprofitable businesses 
only seem to have made things worse. In 
September, for example, c&w said it 
would spend £200m restructuring its 
American operations. By November, the 
restructuring cost had grown to £800m. In 
March, c&w said its total property and 
lease commitments were £897m. But last 
month, after reviewing its property portfo- 
lio, it revised the figure to £2.2 billion. As 
these unexpected liabilities mount up, the 
company's cash pile, which until recently 
was expected to help it to ride out the 
storm, may vanish fast. 

So although c&w faces the same diffi- 
cult market as other telecoms firms, it is 
distinguished by the incompetence of its 
management—which, in this industry, is 
saying something. Mr Wallace adamantly 
refuses to resign. The board seems to have 
no wish to remove him. Three of c&w's 
five non-executive directors have a total of 
16 other non-executive directorships be- 
tween them, which may mean they did 
not have their eyes on the ball. One of 
them, Raymond Seitz, a former American 
ambassador to Britain, has five other non= 
executive posts, including one at Marconi, — 
another British telecoms firm that has ex- 
celled only in its ability to destroy share- 
holder value. This week one group of in- 
vestors invited Britain's Financial Services 
Authority to investigate c&w. Other in 
vestors are muttering about a shareholder 
lawsuit, perhaps in litigation-friendly 
America. But there may soon be nothing 
left to fight over. Cable & Wireless, like its 
cables,is deep underwater. @ 











Russia's oil auction 
Christmas 
viewing 

MOSCOW 

Next week's auction of a Russian oil 
firm may be won by the Chinese 


ANTA CLAUS is making an eatly stop in 

Moscow this year. On December 18th 
the Russian government could, by some 
estimates, receive more than $3 billion 
when it sells its 74.95% stake in Slavneft, an 
oil company-comfortably the biggest sum 
ever raised in a Russian privatisation. 

Russia has come a long way since the 
days when "privatisation" meant deals 
done in private by aspiring billionaires. 
This sale will be by a live, televised auc- 
tion—exact format as yet unknown-to dis- 
pel suspicions that the winner is always 
agreed in advance, which have dogged pre- 
vious sealed-bid auctions. Even if Slavneft 
nets only the $17 billion starting price, 












> firm—seventh in reserves and in crude pro- 
duction in the country—with the $1.5 bil- 
lion or so thatit cost the owners of Yukos to 
assemble what is now Russia’s highest- 
valued and second-biggest oil company, 
which has over five times the reserves and 
over three times the sales of Slavneft. 

And yet until recently it seemed that 
the winner of the Slavneft sale was none- 
theless a foregone conclusion. The anti- 
monopoly ministry said it had received 12 
applications to bid by this week (the dead- 
line is December 15th), but the favourite 
has long been Sibneft, the sixth-largest oil 
firm. After a management struggle earlier 
this year, a former Sibneft executive, Yuri 
Sukhanov, became president of Slavneft. 
Sibneft and the Tyumen Oil Company al- 
ready hold a small but influential slice of 
Slavneft through an investment trust. Any 
other bidder for the government's stake 
would also have to buy out Sibneft and Ty- 
umen to win full control of Slavneft's juici- 
est bits, its Megionneftegaz production 
subsidiary and Yaroslavl refinery. 

Last month, when the Belarussian gov- 
ernment realised what was happening 
and tried, belatedly, to sell its own 10.83% 
stake in Slavneft before the Russian auc- 
tion devalued it, Sibneft was the only bid- 
der. Even then, the Belarussians had to re- 
duce their $250m asking price to $207m. 

Already, Sibneft, with Tyumen, con- 
trols nearly a quarter of Slavneft. “Buying 
the rest of Slavneft and trying to operate it 
in the teeth of Sibneft would be an ex- 
tremely disagreeable experience,” says 
Eric Kraus, an analyst at Sovlink in Mos- 
cow. Lukoil, Russia's biggest oil firm, and 
Yukos evidently agree. Buying Slavneft 
had never made much sense any way-Lu- 
koil would end up with unnecessary refin- 
ing capacity and Yukos with more reserves 
than it can easily exploit. So it was no sur- 
prise when last week they dropped out. 

However, the government, facing a 
debt-repayment hump next year, wants to 
raise as much from the Slavneft sale as pos- 
sible. How convenient, then, that hours 
after President Vladimir Putin returned 
from a trip to China to promote economic 
ties the China National Petroleum Cor- 
poration (CNPC) said that it wanted to bid, 
too. Whether by coincidence (as they 
claim) or by design, Lukoil and Yukos did 
not drop out until after that. 

Buying Slavneft would make sense for 
CNPC. With its oil needs outstripping the 
growth of its own reserves, China would 
like to secure oil farther afield. It would be 
good, too, for Yukos, which wants to build 
an eastward pipeline to get its own oil out 
of Siberia and reduce its dependence on 
Russia's state-run oil-transport company. 
Having CNPC às a customer too would 
give the $2.5 billion pipeline project a 
sounder financial footing. 

Sibneft, despite arranging several loan 
guarantees, will struggle to outbid state- 


owned CNPC. But the Chinese firm will be 
hard put to run Slavneft without local co- 
operation—which makes some observers 
suspect itis really only in the auction to bid 
up the price. “I don't expect CNPC to win”, 
says Tom Adshead at Troika Dialog, a Mos- 
cow investment bank. "Foreigners have 
never been allowed in before and there's 
no reason they should be now". The Rus- 
sian public would not be pleased by a Chi- 
nese win. Still, what once seemed certain 
to be a dull one-horse race is turning into a 
real Christmas cracker. And all on Tv. 8 


Commercial speech 


Just don't say it 


To what extent do companies have the 
rightto free speech? 


N THE next few days the Supreme Court 

will decide whether to review the case of 
Nike v Kasky. America's top judges reject 
99% of the briefs that thud into their in- 
tray, but can they dare to ignore this one? 
At stake is the basic principle of the first 
amendment to the American constitution: 
free speech. To what extent should compa- 
nies have the same rights as individuals 
when they make public statements? Spe- 
cifically, are their public pronounce- 
ments-in debates, on websites, or in pub- 
lished letters or articles—normal speech, or 
are they advertising that could expose 
them to million-dollar lawsuits? 

More than 40 bodies, from Microsoft, 
Pfizer and the us Chamber of Commerce, 
to CNN, Bloomberg and the New York 
Times, have joined Nike in pressing the Su- 
preme Court to take the case. They hope it 
will overturn a Californian judgment. 

The original suit was brought by an 
anti-corporate activist named Marc Kasky. 
His private action claimed that Nike had 
violated California's unfair trade practice 
and advertising law when it issued press 
releases, newspaper ads and letters to edi- 
tors to rebut claims that workers in its 
South-East Asian factories laboured in 
“sweatshop” conditions. Although two 
lower courts found for the sports-goods 
maker, last spring California's supreme 
court ruled by a 4-3 majority that Nike's 
public defences constituted “commercial 
speech". Thusthey were aimed at consum- 
ers of their products and so, like other ad- 
vertisements, not protected under the first 
amendment. 

Admittedly, this is not wholly illogical. 
A reputation for running sweatshops may 
damage a brand, and thus hit sales. So de- 
fending the brand from that taint is argu- 
ably aimed at boosting sales. 

Unless the ruling is reversed, compa- 


nies fear they could face lawsuits for any- 
thing they say in good faith on matters re- 
lating to their business, from globalisation 
to the environment to race relations, if it 
later turns out to be untrue or misleading. 
According to Floyd Abrams, a constitu- 
tional lawyer: “the California ruling is ex- 
traordinarily dangerous. It puts corpora- 
tions at terrible risk if they speak out on 
public issues that involve their business." 

Mr Abrams says that the effect would 
be to muzzle companies, stifle debate and 
reverse a welcome trend towards greater 
transparency. According to Thomas Gold- 
stein, a lawyer acting for Nike, if the ruling 
holds, “companies will be much more re- 
luctant to speak. Even the truth will not be 
a defence, since any statement deemed 
misleading could be actionable." Nike has 
already decided not to release its annual 
"corporate social responsibility" report. 
Talking to the press could also be risky, as 
firms cannot control how quotes are used. 

If the ruling stays, firms everywhere 
may be hit, including in Europe. As Mr 
Abrams points out "California's supreme 
court is rightly taken as a serious court 
whose rulings could well be adopted else- 
where." Since European firms have stricter 
requirements than American ones about 
publishing social responsibility reports, 
they could less easily withdraw from pub- 
lic debate. (On the other hand, they al- 
ready have to operate without a constitu- 
tional right of free speech) That web 
content produced in one country may be 
subject to the laws of a country where it is 
read was made clear on December 10th 
when Australia's High Court ruled that an 
article on Dow Jones's American website 
could be grounds for a defamation lawsuit 
in Victoria, where the article was down- 
loaded. With companies already under fire 
for not communicating honestly and 
openly enough, how odd to stifle their 
ability to take part in public-policy debates 
in the name of consumer protection. 8I 
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Just when you think there isn't another way 
to look at something, we turn up. at Cargill, we have 
been in the food and nutrition business for more than a century. That does not stop 

us from developing innovative ideas. Looking at products from a new angle and finding 
distinctive ways to create value for our customers is what we do best. So if you are 
looking for someone who brings a new perspective to the table, look to Cargill —where 


nourishing people begins with nourishing ideas. 





Cargill 


www.cargill.com 





Video games 


Strong players 


The video-games industry is booming, but how long will the good times last? 


IDEO games let you escape into an al- 

ternative reality-something gaming 
firms know about at first hand. For as other 
technology firms face stagnant or shrink- 
ing markets, the video-games industry 
seems to inhabit a parallel universe. It has 
had a bumper year, maybe the best it ever 
will. Global sales of games software and 
hardware will exceed $31 billion this year, 
says Informa Media, a research firm. This 
summer, UBS Warburg invested 17% of its 
model technology portfolio in two games 
publishers, Electronic Arts and Activision. 
Gaming, it seems, is recession-proof. 

The industry is booming because it has 
its own cycle, as one generation of hard- 
ware succeeds another every few years. 
That cycle, unrelated to the broader econ- 
omic cycle, is now at or near its peak. 
Games consoles are flying off the shelves. 
Thecurrent line-up is of Sony's PlayStation 
2, the market leader by far, plus Microsoft's 
Xbox and Nintendo's GameCube, which 
are fighting for a distant second place. 

Each gaming boom is bigger than the 
last. Children who have grown up with 
games keep on playing, which expandsthe 
market, observes Nick Gibson, an analyst 
at Durlacher Research. It also increases the 
players' average age: according to the Inter- 
active Digital Software Association, the av- 
erage American gamer is 28. Older players 
tend to have more disposable income to 
spend on games than do teenagers. 

This shift is reflected in the rise of *ma- 
ture"-rated games, which now account for 
13% of the American market, up from 6% in 
2001, according to NPD, a market-research 
firm. Currently top of the pile is "Grand 
Theft Auto: Vice City", the fastest-selling 
game ever after its launch in October, with 
more than 1.4m copies sold in America 
alone during its first three days on the mar- 
ket. It casts the player as a gun-toting gang- 
ster with a complete disregard for traffic 
regulations, or indeed laws in general, and 
is setin a Miami-like city in 1986, with the 
bad haircuts and period music that seem 
to appeal to gamers in their 20s and 30s. 

But how much longer will the good 
times last? Many observers are optimistic 
about the prospects for games sales next 
year, particularly in America. But Informa 
Media's figures suggest that 2002 was the 
peak of the cycle, and that the market will 
shrink next year. “This is the last big Christ- 
mas for hardware sales,” says Toby Scott, 
editor of Games Analyst, an industry 
newsletter. Other observers, such as Mike 
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Wallace at UBs Warburg, expect console 
sales to grow only slightly next year. 

Things will then cool off until the next 
generation of consoles appears in 2005. 
The next peak is not expected until 2007. 
But the industry has two new tricks up its 
sleeve, in the form of online and mobile 
gaming. Both are dwarfed by console gam- 
ing at the moment, but are the focus of 
much activity, and could provide recur- 
ring revenues to help smooth out the in- 
dustry's cyclical nature (see chart). 

Online gaming has got off to a small but 
promising start in recent weeks with the re- 
lease of adaptors that link consoles over 
the Internet. In America, Microsoft sold 
150,000 starter kits for its *Xbox Live" ser- 
vice within a week of its launch last 
month. Sony says it has signed up 175,000 





The joy of Grand Theft Auto 





subscribers to its rival online service, 
launched in August. Both services, which 
involve monthly or annual subscriptions, 
will launch in Europe next year. 

So far, their appeal is narrow. Online 
gaming relies on high-speed, always-on 
"broadband" Internet connections, which 
have taken far longer to spread than the 
games industry had hoped. Few people 
will sign up for broadband just to play 
games, so the market for online gaming is 
limited to those who already have it. While 
Microsoft is taking the most aggressive ap- 
proach to online gaming, it has sold only 
around 5m consoles, compared with sales 
of over 40m PlayStation 2s, so its strength 
poses little danger to Sony yet. 

The slow spread of broadband means 
that both firms' online-gaming efforts are 
really just a warm-up for the next console 
cycle. But both Sony and Microsoft have a 
bigger ambition: online consoles could 
eventually be used to distribute all kinds 
of entertainment content, including films 
and music. 

Gaming on mobile phones is also tak- 
ing small but crucial steps forward. To- 
day's phones mostly have one or two sim- 
ple games built in. The latest handsets 
have colour screens and can download 
software remotely. Their processing 
power matches that of the arcade-game 
machines of the 1980s, so classic games 
such as "Pacman" run well. Games take 
roughly a minute to download, but adding 
one to a handset is almost as easy as down- 
loading a new ringing tone or screen logo. 

Informa predicts that mobile-gaming 
revenues will reach $3.5 billion by 2006; 
other estimates are higher. What is strik- 
ing, says Ben Wood, an analyst at Gartner, 
is that people seem reluctant to pay for 
other content on their mobile phones but 
are happy to pay for games. In Europe, 
downloading a game costs between €2.50 
($2.50) and €8. Mobile operators hope 
that, in future, multi-player games in 
which players compete over the airwaves 
will generate extra revenue. 

Mobile gaming is a very different mar- 
ket from console gaming. Prices of individ- 
ual games are much lower, but the popu- 
larity of mobile phones means volumes 
are potentially much higher. Indeed, mo- 
bile phones could ultimately become the 
world's most widespread gaming devices. 
Next year Nokia, the world's largest hand- 
set maker, will launch a handset specifi- 
cally aimed at gamers. Called the N-Gage, 
itis a direct challenge to Nintendo's hand- 
held console, the Game Boy Advance. 

Just as Microsoft's understanding of 
computer networking could give it the 
edge over Sony in online-console gaming, 
Nokia's wireless expertise could prove a 
crucial advantage as mobile gaming 
evolves. If online and mobile gaming do 
take off, Microsoft and Nokia are well 
placed to ride the industry's next wave. m 





Face value | The acceptable face of capitalism? 


SS mo om 


Ray Gilmartin of Merck may be a new role model for post-celebrity chief executives 





po. bosses, it is now widely agreed, are bad for busi- 
ness. Not so long ago, being run by a man like Jack Welch, 
Jeffrey Skilling or Bernie Ebbers boosted a firm's share price, as 
investors thrilled to their charismatic heroes' bold visions, prom- 
ises of shareholder value and brave takeover bids. But now the 
idols are fallen. Is a new role model needed for the post-celebrity 
era? One candidate for the job—which might, admittedly, turn 
him into a celebrity and thus the title into a poisoned chalice—is 
Ray Gilmartin, boss of Merck, a big American drugs company. 

Brash charisma is not something you associate with Mr Gil- 
martin, who has run Merck since 1994. Rather, the impression he 
gives—apparently unaided by such erstwhile essentials as an ex- 
ecutive coach or an image consultant-is of being honest, ear- 
nest, even ever so slightly dull, much like an accountant from the 
days when they really were accountants. Indeed, when criti- 
cisms of accounting trickery were levelled at Merck in the after- 
math of scandals at Enron and WorldCom, Mr Gilmartin's 
rebuttals largely convinced Wall Street sceptics, and were later 
upheld by the Securities and Exchange Commission. 

Unlike controversially well-remunerated rival bosses, such as 
Jean-Pierre Garnier of GlaxoSmithKline, Mr Gilmartin's more 
modest package is partly related to performance, via a formula 
incorporating such things as sales growth relative to rivals. Mr 
Gilmartin not only resisted the siren call of transformational ac- 
quisitions; he even trumpeted the fact, when the market was re- 
warding his rivals for their enthusiasm for mega-mergers. Nor 
could you accuse him of an obsession with short-term profit. 

Instead, he boasts of being accused of quoting with “irritat- 
ing frequency" a saying in 1950 by George W. Merck, an early 
chairman, that "medicine is for the people. It is not for the profits. 
The profits follow." This, he says, is shown in Merck's commit- 
ment to grow organically through research and development, 


rather than through acquisitions, and in its industry-leading ef- 


forts to distribute at least some of its drugs cheaply to poor-coun- 
try residents who cannot afford rich-country prices. 

Merck's generosity predates Mr Gilmartin. In 1987 it started to 
donate Mectizan, a drug used to treat 30m people every year for 
river blindness across sub-Saharan Africa—which has now cost 
the firm over $1 billion. But Merck's name, with that of its big- 


pharma rivals, was sullied when it became involved in a lawsuit 
against the South African government's attempts to weaken pat- 
entlaw to help in its fight against Arps. Just in time, Mr Gilmartin 
realised that this, though “legally correct”, from the perspective 
of public relations and enlightened self-interest, was “a mis- 
take"—and he brokered a deal between drug firms and the gov- 
ernment that led to the suit being dropped in 2001. 

Thus inspired, there has been no stopping Mr Gilmartin. 
Merck has donated $100m worth of vaccines against such 
scourges as hepatitis to the Global Alliance for Vaccines and Im- 
munisation. More recently, it committed $50m to Botswana, 
working with the Gates Foundation and the government to 
build a better health-care delivery system to combat Arps. The 
firm has spent years trying to develop an Arps vaccine. It has 
also adopted a policy of differential pricing for some drugs. It 
sells Crixivan, an Arps drug, for $600 per patient per year in the 
poorest countries, roughly an 85% discount from the average 
price in America. 

As a result, Mr Gilmartin has won Merck the admiration of 
advocates of “corporate social responsibility"—although it is not 
a phrase with which he seems entirely comfortable. A new “ethi- 
cal ranking” of America’s 25 biggest firms, by Management & Ex- 
cellence, a consultancy, gives Merck one of only two triple-a 
ratings—which, if nothing else, underscores the firm’s healthy 
standing with the touchy-feely brigade. 


Does it pay to be good? 

It would be nice to believe, as the late George W. Merck did and 
Mr Gilmartin seems to, that a firm can do well by doing good. But 
is it true? Many firms in the drug industry see Mr Gilmartin’s 
Strategies as potentially destructive of shareholder value. Failure 
to protect brands in poor countries may reduce incentives to in- 
novate. Not so, says Mr Gilmartin, noting that, as long as there 
are decent profits to be made in rich countries, innovation will 
continue as fast as it can. 

But surely a differential pricing strategy threatens to under- 
mine profits in rich countries, if cheaper drugs leak back from 
poor countries? Again, Mr Gilmartin thinks the fears are over- 
done, not least because Merck is careful to distinguish the drugs 
intended for different markets and keeps a close eye on how the 
drugs are delivered, to ensure they are not misappropriated by 
export-minded entrepreneurs before they get to patients. Mr Gil- 
martin also believes that virtue is rewarded by making the firm 
attractive as a place to work, enabling it to attract the best scien- 
tific talent-such as Peter Kim, its promising new head of R&D, 
lured from the Massachusetts Institute of Technology. 

Yet the bottom line is that Wall Street remains unimpressed. 
Despite a recent rally, Merck's shares have hardly set the world 
on fire in recent years, even compared with its competitors. In 
part this is due to the expiry of some crucial patents. But analysts 
complain that the firm's commitment to pure science has not led 
to enough good new drugs (although results presented earlier 
this week by the company suggest there could be as many as 11 
new products out of its pipeline by 2006). They want the firm to 
make more use of licensing deals with other innovative firms. 
Some even fear that, whatever the late George W. Merck said 
about how "profits follow" from making medicine available, Mr 
Gilmartin's focus on doing good has deflected his attention from 
the goal of doing well. That would not make him a good role- 
model for bosses, celebrity or otherwise. 8 
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History shows the Anglo-Saxon corporation to be far from heartless 


N DECEMBER 10th, George Bush at- 

tended the opening ceremony of 
“Business Strengthening America” (BSA), 
an organisation whose aim is “to encour- 
age civic engagement and volunteer ser- 
vice in corporate America”. Also present 
were Don Evans, secretary of commerce, 
Steve Case, chairman of Aor Time War- 
ner, and Jeffrey Swartz, boss of Timber 
land, a socially responsible shoe maker. 

The high-profile occasion is the first 
fruit of a meeting held at the White House 
in June, when the president called for 
greater corporate involvement in the com- 
munity. The collapse of Enron and the rash 
of subsequent scandals have made all of 
American business seem like an ogre who 
leaves entire communities high and dry 
when things go wrong. BSA wants to 
change this image by helping businesses 
to *do well by doing good". 

This issue of corporate social respon- 
sibility (CsR)-how responsible compa- 
nies should be to those other than their 
own shareholders-is arousing heated de- 
bate, and not just in America. In Europe 
and Asia, the battle is often said to be be- 
tween Anglo-Saxon shareholder capital- 
ism, which says that companies should 
pursue exclusively the interests of their 
shareholders, and stakeholder capitalism, 
which acknowledges that companies are 


also responsible to their workers and local 
communities—often by having represen- 
tatives from both on their boards. 

The debate has also become entangled 
with that about globalisation. One of the 
main charges that the anti-globalisation 
brigade hurls at multinationals is that they 
behave irresponsibly all round the world. 
They exploit third-world workers, trash 
the environment and challenge demo- 
cratically elected governments. 

In all these tussles, the left demands 
that more rules be applied to companies, 
to make them more responsible. The right 
fires back that governments already sub- 
contract far too much of their social policy 
to companies, using them as vehicles to 
limit working hours (in France), to pro- 
mote racial harmony (in America) and to 
clean up the environment (just about ev- 
erywhere on the planet). 

This debate does not lack hot air; but it 
does lack a sense of history. How irrespon- 
sible have Anglo-Saxon companies been 
in the past? 


Start in the East Indies 

In practical terms, all companies—even 
Anglo-Saxon ones—have to secure what 
Leslie Hannah, an economic historian 
who is now dean of Ashridge Manage- 
ment College in England, calls “a franchise 


entails specific obligations: Mr Hannah 
points to 1c1’s altruistic work designing 
nuclear bombs for the British government 
during the second world war. 

The franchise comes partly from con- 
sumers and other pressure groups in the 
private sector. As long ago as the 1790s, 
Elizabeth Heyrick led a consumer boycott, 
urging her fellow citizens in Leicester to 
stop buying “blood-stained” sugar from 
the West Indies. The East India Company 
was eventually forced to obtain its sugar 
from slaveless producers in Bengal. Nowa- 
days, the influence of non-governmental 
organisations, such as Greenpeace, on cor- 
porate policy is far more pervasive. 

However, the most enduring force on 
corporate behaviour has been the state. 
The mantra that, at some ideal moment in 
the misty past, Anglo-Saxon companies 
had nothing to do with the state is cods- 
wallop. Far from being alien to govern- 
ment, companies are a product of it: it was 
from the state that they derived the privi- 
lege of limited liability. Until the 19th cen- 
tury, monarchs generally gave companies 
a “charter” only if they were nominally 
pursuing the public good (which could 
mean anything from building canals in 
Lancashire to colonising India). 

Indeed, it was the fact that companies 
were creatures of the state that turned 
Adam Smith against them. Most pioneers 
of the industrial revolution also regarded 
limited liability as a charter for rogues. The 
Victorians changed the perception, largely 
because a business arose that needed far 
more capital than mere partnerships could 
provide: the railways. By 1862, Britain had 
made it possible to set up a company, 
without parliamentary permission, for 
just about any purpose. The rest of the 
world’s big countries—France, Germany, 
Japan and the United States—soon fol- 
lowed suit. 

There was, in theory, a clear split 
among them, however. In Britain and 
America, the new joint-stock companies 
were freed from any obligation other than 
to obey the law and pursue profits. By con- 
trast, in continental Europe (and later in Ja- 
pan), companies were asked to pursue the 
interests of their various stakeholders, no- 
tably those of the state. But how different 
in practice were the Anglo-Saxons? 

In Britain, most of the early compa- 
nies—with the notable exception of the 
railways—had few dealings with the gov- 
ernment. The gospel of free trade meant 
that there were no tariffs to go to London to 
lobby for. Corporate independence was 
even more noticeable in America. Busi- 
nessmen created modern organisations 
that spanned the continent more quickly 
than the government did. In 1891 the Penn- 
sylvania Railroad employed 110,000 peo- 
ple, three times the combined force of the » 






* country's army, navy and marines. Such 
monoliths could lay down their own rules. 
But this freedom was never absolute. 
Unions sprang up to defend workers' 
rights, and “muckraking” journalists de- 
tailed corporate abuses. “I believe in cor- 
porations," said Teddy Roosevelt. "They 
are indispensable instruments of our 
modern civilisation; but I believe that they 
should be so supervised and so regulated 
that they shall act for the interests of the 
community as a whole." The supervision 
did not just take the form of antitrust legis- 
lation (which eventually broke up Stan- 
dard Oil in 1911), but also of rules on 
health, safety, working hours and so on. 

The Wall Street crash, a succession of 
corporate scandals and the Great Depres- 
sion shifted public opinion on both sides 
of the Atlantic even more in favour of re- 
stricting the corporate franchise. America 
brought trucking, airlines and interstate 
gas and electric utilities under government 
control. In Britain, there was widespread 
horror at the inability of private coal com- 
panies to provide showers for their work- 
ers: they too were soon taken into public 
ownership. 

This tightening continued into the post- 
war period. The British government na- 
tionalised the commanding heights of in- 
dustry and, as late as 1967, John Kenneth 
Galbraith was arguing that America was 
run by an oligopolistic industrial state. 
Since the 1980s, however, the pendulum 
has swung the other way. Anglo-Saxon 
business has become more independent, 
for which it has to thank not only liberalis- 
ing politicians such as Margaret Thatcher 
and Ronald Reagan, but also a new genera- 
tion of more aggressive and numerous 
shareholders, who have demanded that 
companies be run in their interests. 

This is the capitalisme sauvage that so 
upsets the French, in particular. But even 
today, Anglo-Saxon companies are more 
constrained than many critics suppose. 
The past two decades have seen a huge 
surge in social regulation, as various 
"stakeholders" have organised themselves 
into powerful pressure groups. In the late 
1980s, for example, more than half of 
America's state legislatures adopted 
“other constituency” statutes that allow 
directors to consider the interests of all 
their stakeholders, not just shareholders. 
Connecticut even passed a law requiring 
them to do this. 


Good deeds aplenty 

There is one clear lesson from this history. 
Anglo-Saxon companies have often will- 
ingly taken on social obligations without 
the prompting of government. Mr Hannah 
cites the traditions of the Quaker families 
who founded so many of Britain’s banks 
and confectionery firms: they had regular 
meetings where they were expected to jus- 
tify to their peers the good that their busi- 


nesses were doing. 

Nor has corporate social responsibility 
been the preserve only of a few do-good- 
ers inspired by religion. The notorious 
“robber barons” built much of America's 
educational and health infrastructure. 
Company towns, such as Pullman, were 
constructed, the argument being that well- 
housed, well-educated workers would be 
more productive than their feckless, slum- 
dwelling contemporaries. 

Companies introduced pensions and 
health-care benefits long before govern- 
ments told them to do so. Procter 8 Gam- 
ble pioneered disability and retirement 
pensions (in 1915), the eight-hour day (in 
1918) and, most important of all, guaran- 
teed work for at least 48 weeks a year (in 
the 1920s). Henry Ford became a cult figure 
by paying his workers $5 an hour—twice 
the market rate. Henry Heinz paid for edu- 
cation in citizenship for his employees, 
and Tom Watson’s IBM gave its workers 
everything from subsidised education to 
country-club membership. 

Critics tend to dismiss all this as win- 
dow-dressing. But Richard Tedlow, an his- 
torian at Harvard Business School, argues 
that they confuse the habits of capital mar- 





Hershey builds roads 


kets with those of companies. Capital mar- 
kets may be ruthless in pursuing short- 
term results. Corporations, he says, have 
always tended to be more long-termist. 
Alfred Chandler, the doyen of business 
historians, points out that the history of 
American capitalism has largely been the 
history of managerial rather than share- 
holder capitalism. For much of the 20th 
century, companies were run by profes- 
sional managers; until the 1980s, institu- 
tional investors seldom made their pres- 
ence felt. Today, more bosses are sacked, 
but managers still largely ignore share- 
holders. In Delaware, where around half 
of America's big companies are headquar- 
tered, the corporate code is more sympa- 
thetic to managers than it is to owners. 
This has often made socially responsi- 
ble behaviour easier. Rosabeth Moss Kan- 
ter, a professor at Harvard Business 


glo-Saxon world having a “CEO club" that 
successful businessmen are desperate to 
join. The price of admission is doing your 
bit for society. 

But this cynical approach can be taken 
only so far. Most companies try to do good 
because they genuinely believe that taking 
care of their workers and others in society 
is in the long-term interests of their share- 
holders. The most successful Anglo-Saxon 
companies have consistently eschewed 
short-termism in favour of "building to 
last". For more than half a century, Silicon 
Valley's pioneering company, Hewlett- 
Packard, has been arguing that profit is not 
the main point of its business. 

There are two reasons why acting re- 
sponsibly is in shareholders' interests. 

e The first is that it builds trust, and trust 
gives companies the benefit of the doubt 
when dealing with customers, workers 
and even regulators. It allows them to 
weather storms, such as lay-offs or a pro- 
duct that does not work. 

e The second is the edge it gives in attract- 
ing good employees and customers. 
Southwest Airlines is one of the most con- 
siderate employers in its industry: it was 
the only American airline notto lay people 
off after September 11th. Last year, the 
company received 120,000 applicants for 
3,000 jobs, and it was the only sizeable 
American airline to make a profit. 


Leave well alone 
Since Anglo-Saxon companies have 
tended to be reasonably responsible in the 
past, without any government bullying, 
there must a good a priori case for leaving 
them alone. The case is strengthened by 
the fact that companies are most effective 
as social volunteers when they are doing 
things that are close to their shareholders’ 
interests. Those interests clearly differ: oil 
companies tend to emphasise building lo- 
cal infrastructure; Avon, which sells pro- 
ducts largely to women, is one of the 
world’s biggest supporters of breast-can- 
cer research. The idea of imposing one- 
size-fits-all laws is a mistake, for it under- 
mines enthusiasm and prevents compa- 
nies from exploiting their distinctive 
strengths. Why should all multinationals 
have to sign up to the same sort of mission 
statements that Shell and BP love so much? 
In a sense, the corporate social respon- 
sibility movement has got it all the wrong 
way round. It tends to look for social 
goods—better housing, better schools, a 
cleaner environment-and then seek ways 
to force companies to provide them. It 
might do better to look at the things that 
the private sector does not deliver, and 
then get governments to fill the gaps. Left to 
themselves, companies will do more good 
than people give them credit for. But they 
are not here to build a fairer society. That is 
the job of government. m 
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Time is running out for William Donaldson's tenure at the Securities and Exchange 
Commission—even before his appointment has been confirmed 


NDERSCORING the urgency of pre- 
senting a competent new economics 
team, George Bush this week nominated 
William Donaldson as the next head of the 
Securities and Exchange Commission 
(SEC), a month after the luckless Harvey 
Pitt had tendered his resignation. It is also 
possible that the commission will move 
imminently to announce a replacement 
for William Webster, Mr Pitt's controver- 
sial choice to be head of the new Public 
Company Accounting Oversight Board, 
the agency created to bring credibility back 
to America's financial reports. 
Headline-grabbing momentum for the 
president, then. Even so, congressional 
hearings to approve Mr Donaldson's ap- 
pointment are unlikely to begin before the 
new year. Meanwhile, in the offing is a 
comprehensive settlement between Wall 
Street's investment banks and a gaggle of 
regulators—the firms’ penance for the sins 
of the bull market. It is odd indeed that the 
most important ruling in years for finan- 
cial firms is being made as the sec drifts, 
allowing the running to be made by a zeal- 
ous local attorney-general, Eliot Spitzer of 
New York state. A good first step for Mr Do- 
naldson would be to call a halt to the nego- 
tiations until his own position is con- 
firmed. He might also want to signal that 
he should be in place before a new head 
for the accounting oversight board is pre- 


sented. Confidence in financial markets 
cannot, after all, be rebuilt if the regulators 
aren't even in place. 

Instead, at a brief ceremony at the 
White House on December 10th, Mr Do- 
naldson was all discretion, beyond voicing 
the usual platitudes about the need to re- 
build investor confidence. Perhaps this ap- 
proach has virtues, given the rancour in- 
spired by Mr Pitt. Yet the broad outlines of 
Mr Spitzer's reregulation-emerging from 
leaks and from the attorney-general's own 
public comments, for he has become 
something of a celebrity speaker-now de- 
serve attention, and comment. 

There will be fines, perhaps $1 billion in 


all, and a ban on shares in initial public of- 


ferings being granted to executives of firms 
with which banks do business (a seedy 
practice known as spinning). Most strik- 
ing, the biggest investment banks will 
have to pay money to fund the creation of 
independent research for their retail inves- 
tors, so that they can compare and contrast 
it with the research the banks themselves 
are putting out. All told, it is a remarkable 
intervention by the state into the workings 
of the financial markets, and it will not cer- 
tainly provide the kind of consumer pro- 
tection desired. Yet the share prices of Mor- 
gan Stanley, Goldman Sachs and 
Citigroup have rallied strongly since the 
prospects of a settlement have improved. 
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Mr Bush’s choice of Mr Donaldson may 
be making the best of a difficult hand. Sev- 
eral who were sounded out for their inter- 
est in the chairmanship were appalled at 
the prospect. The ideal candidate needed 
to be intimately familiar with Wall Street, 
yet untainted by its recent excesses. In 
other words, he should not have had a sig- 
nificant job for years. Here, Mr Donaldson 
has the advantage of having stepped 
down in 1973 from an active role at Do- 
naldson, Lufkin & Jenrette, the firm he 
founded with two friends in the 1950s. His 
most recent time on Wall Street was as 
chairman of the New York Stock Exchange 
(NYSE) between 1990 and 1995. 

Mr Donaldson's time at the NYSE is not 
thought of as memorable—but that may be 
reason to be optimistic about his future 
stewardship of the commission. For the 
NYSE he joined had its own crises. Seat 
prices had fallen from $1.2m in 1987 to 
$250,000. Sharp divisions had grown 
among member firms. An increasing num- 
ber of rival markets threatened the NvsE's 
dominance, including ones promoted by 
some of the exchange's most powerful 
members. 

Mr Donaldson's early years at the ex- 
change also coincided with the Gulf war 
and with recession. All the same, by the 
time he left, there was a sense of calm. 
Transaction prices, even for small inves- 
tors, were among the lowest in the world. 
Seat prices had largely recovered. And the 
transition was smooth for his successor, 
who was then chief executive of the ex- 
change, Richard Grasso. When Mr Donald- 
son walked out of the Nyse, he carried 
with him the goodwill of Wall Street, and a 
certain respect on Capitol Hill. 

For the chairman of the SEC, of course, 
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friends are not always a blessing. He has to » 
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> be everyone's critic; in Mr Donaldson's 


case, he needs, in particular, to be a critic of 
those who paid his salary at the NYSE. AT- 
thur Levitt, a former head of another ex- 
change who was chairman of the commis- 
sion under Bill Clinton, played the part 
well, and suffered the anger of many on 
Wall Street. Mr Pitt, a securities lawyer, 
was never able to lay to rest the perception 
that he kept his loyalty to his former invest- 
ment-banking clients. Mr Donaldson’s 
success will hinge on how quickly he can 
establish that he is his own man. 

Mr Donaldson will presumably be able 
to influence the choice of the new head of 
the accounting oversight board, even if his 
nomination has yet to be heard in the Sen- 


watched closely, given the experience of 
Mr Pitt, who lost his chairmanship in big 
part because of his support for Mr Web- 
ster, a consummate Washington insider 
but with little experience in finance. 

Mr Donaldson’s most important chal- 
lenge, however, will be to supply the vi- 
sion for how America’s markets are to be 
transparent and open enough to attract in- 
vestment. That is the fundamental ques- 
tion raised by all the scandals and all the 
investigations, and one that cannot sat- 
isfactorily be answered privately in aroom 
full of lawyers. It falls to Mr Donaldson not 
only to lead a public agency, but also to 
lead that public debate. 8 





ate. How Mr Donaldson responds will be 






Japanese banks 
In a hole, digging 
deeper 


TOKYO 
A curious proposal by one of Japan's 
biggest banks 


€€ CUMITOMO MITSUI has that much 

energy?" asked Japan's startled fi- 
nance minister, Masajuro Shiokawa, 
when told that one of the country's four 
biggest banks was considering buying a 
big stake in Aozora Bank, once called Nip- 
pon Credit Bank before it was nationalised 
and sold to a consortium of investors in 
2000. Softbank, an Internet investment 
group with troubles of its own, is looking 
to sell its 49% stake in the bank. 

Why Sumitomo Mitsui-struggling, like 
other big Japanese banks, to find the funds 
to write off its bad loans-should want to 
buy Aozora is unclear. Some say itis to bol- 
ster capital: excluding public money and 
deferred taxes that can count as capital, Su- 
mitomo Mitsui is woefully undercapital- 
ised. Yet buying Aozora is expected to raise 
Sumitomo Mitsui's capital-adequacy ratio 
by only half a percentage point. 

Except for Aozora's strong regional- 
banking network, which could perhaps 
broaden Sumitomo Mitsui’s customer 
base, the point of the deal is elusive. James 
Fiorillo, at Commerz Securities, thinks that 
Sumitomo Mitsui would dig itself into a 
deeper hole by buying Aozora. Many of 
Aozora's best employees are already 
thought to have quit. Naoko Nemoto of 
Standard & Poor's, a creditrating agency, 
adds that there would be few synergies 
from the acquisition. 

What is more, Aozora itself probably 
has many non-performing loans on its 
books. When it was privatised, it was given 
an option to hand back bad loans to the 
government should they lose more than 
20% of their value; the option expires next 
September. Yet it has not often been exer- 
cised. An American investment fund, Cer- 
berus, is also interested in Aozora. It would 
have few qualms about pushing the bur- 
den of bad loans on to the taxpayer. Sumi- 
tomo Mitsui, on the other hand, would 
risk a political uproar by exercising the op- 
tion. Besides, it would have implications 
forits own badloans. 

Still,somereckon that a bid could prove 
a politically astute move for Sumitomo 
Mitsui. The Financial Services Agency 
(FSA), Japan's bank regulator, has not dis- 
pelled the impression that it is reluctant to 
see Aozora go to Cerberus, preferring do- 
mestic buyers instead. Heizo Takenaka, the 
rsA'snew boss, has also been scaring local 
banks, by threatening stricter inspections 
of bad loans and tougher criteria for capi- 


tal. Banks—and investors—fear that this » 
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Invitation for Bids (IFB) y 
Islamic Republic of Pakistan 
EAL TIME GROSS SETTLEMENT SYSTEM 


Credit No: 3688-PAK ———————— 
Technical Assistance for Banking Sector (TABS) IFB No: 001 


Real Time Gross Settlement, RTGS, is a payment mechanism whereby. 
interbank and other time-critical payments are entered into the system and 
settled item by item across the banks' current accounts held with the State 
Bank of Pakistan by debiting the remitting bank and crediting the receiving 
bank. Such payments, once settled, should be final and irrevocable under al 
relevant laws and jurisdictions, including those of the head offices of foreig 
banks operating in Pakistan. These payments may be in settlement of ; 
purchase of Government Securities which will also be processed, in real time 
through a connection of RTGS to the State Bank's General Ledger system 


1. This Invitation for Bids (IFB) follows the General Procurement Notice 
(GPN) for this project that appeared in Development Business, Issue 
No. 580 of 16th April 2002. vM 


2. The Islamic Republic of Pakistan has received a credit (Cr.3688-Pak 
from the International Development Association toward the cost o 
"Technical Assistance for Banking Sector - (TABS)" project, and it intends 
to apply part of the proceeds of this credit to payments under the 
agreement(s) resulting from this IFB: Supply, implementation and Support 
2 Real Time Gross Settlement System (RTGS) at the State Bank of 

akistan. uL 
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into the system and settled item by item across the | 
held with the State Bank of Pakistan by debiting the 
crediting the receiving bank. These payments may 
purchase of Government Securities which will also be process 

time, through a connection of RTGS to the State Bank's General Led 
system. a. 








































Bids must be delivered to the address below by 1000 Hrs (PST) on or 
before 21st January 2003. All bids must be accompanied by a bid security 
amount of not less than Pak Rupees five million or an equivalent amount f 
in a freely convertible currency. Late bids will be rejected. Bids will be | 
opened on the same day i.e. 21st January 2003 at 1100 Hrs (PST) at 
the address below in the presence of bidders’ representatives who choose I 
to attend. | | 


The attention of prospective Bidders is drawn to (i) the fact that they will | 
be required to certify in their bids that all software is either covered by f: 
a valid license or was produced by the Bidder and (ii) that violations are ] 
considered fraud, which is, among other remedies, punishable by potential T 
blacklisting from participation in future World Bank-financed procurement.. | 












Coordinator (RTGS PROJECT) 
State Bank of Pakistan 
I.I. Chundrigar Road, Karachi-74000, Pakistan — 
Telephone No. 92-21-9212549, 92-21-9212400-9 
Fax No. 92-21-9212469, 92-21-9212477 
Email: RTGS@sbp.org.pk 
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Asa | readable analysis, supported 
=...) by its wealth of hard facts and 
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economic shocks that hit 

many countries in the region in late 

_ 1997, and provides a uniquely compact 

- and comprehensive view of the 51 

untries that make up Asia today. 
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1 Cutting back on the small guy 
SME* loans by Japan's four largest banks, ¥trn 
E Mar 2002 INN Sep 2002 
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Source: Commerz Securities *Small and medium enterprise 


* might even lead to the nationalisation of 
some big banks. By offering to take on Aoz- 
ora, Sumitomo Mitsui might be calculating 
thatitis building up political, not financial, 
capital. 

Sumitomo Mitsui is not the only big 
bank making odd moves. Not long after 
Mizuho Financial and vurj Holdings saw 
their share prices fall below ¥100,000, 
causing much wringing of hands, they an- 
nounced fresh plans to restructure their 
operations. Mizuho unveiled a complex 
strategy that involves setting up a two-tier 
holding company next March. By placing 


Bancassurance 


Back to basics? 


BRUSSELS AND PARIS 
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its credit-card business and systems firm 
under the holding company, Mizuho 
would get handy income to help fill holes 
made by its banking operations. How else 
the two-tier structure would improve its 
business is not clear. 

Both Mizuho and urj also announced 
plans to transfer a chunk of bad loans from 
their banking operations to new entities, 
set up under their respective holding com- 
panies. These would collect loans from 
dud borrowers, and even attempt to re- 
structure some. Both banks hope to raise 
capital from foreign investors for the new 
units, in return for giving them a portion of 
their business in these distressed assets. 

What all these strategies have in com- 
mon, says Koyo Ozeki at Merrill Lynch, is 
that they are aimed at bolstering capital 
rather than improving core operations. 
Banks have all but exhausted other op- 
tions, such as issuing preferred shares to 
close corporate friends. They are also an- 
gering small- and medium-sized busi- 
nesses, which are important customers, by 
cutting lending (see chart), so freeing up 
capital. If the tough reforms promised by 
Mr Takenaka materialise, even more pres- 
sure will be put on banks' profitability. 8 


Do mergers of banks and insurers make sense? 


HAS been a horrible year for both 
banks and insurers. What, then, of the 
idea of bancassurance, when banks and 
insurers combine? Lured by synergies, 
economies of scale and higher revenues 
from cross-selling banking products to in- 
surance customers, and vice versa, many 
banks and insurers have joined forces over 
the past five years, notably in Europe. In 
1997 Credit Suisse paid $8.8 billion for 
Winterthur, Switzerland's second-largest 
insurer (bringing woes, admittedly, since). 
In 2000 ING of the Netherlands added 
ReliaStar, an American life insurer, along 
with the financial-services division of 
Aetna, an American health insurer, to its 
European banking, insurance and asset- 
management stables. Last year Allianz, 
Germany's insurance giant, bought 
Dresdner Bank, Germany's second-largest. 
Do such bancassurance mergers make 
sense? Henri de Castries, chief executive 
of AXA, France's biggest insurer, thinks 
not. Anton van Rossum, who runs Fortis, a 
Dutch-Belgian group and Europe's oldest 
practitioner of bancassurance, is con- 
vinced of its virtues. Mr de Castries and Mr 
van Rossum both had a tough year at their 


respective firms, so neither can prove the 
superiority of their view. Fortis lost 
money in the first nine months of this year. 
AXA did better, increasing revenues, but 
the firm's balance sheet remains anaemic. 
(Mr de Castries strongly denies that AxA 
needs to raise new capital.) 

Mr van Rossum insists that it helps to be 


De Castries and van Rossum, smiling together but disagreeing 





both a bank and an insurer in times of 
stockmarket turmoil, because, he says, you 
can compensate for business lost in one 
branch of retail activity with an increase in 
another. For example, old-fashioned sav- 
ings accounts are popular today, while in- 
vestors stay away from unit-linked life-in- 
surance policies, which invest in equities. 
Bancassurance groups, moreover, worry 
less about capital than do pure insurers, 
says Mr van Rossum, because they have 
more scope to use their capital to generate 
the best returns. 

Mr de Castries has doubts about 
whether this combination is so weather- 
proof. Banking and insurance are very dif- 
ferent businesses, he says, and combining 
the two creates no value. Distributing in- 
surance is only a marginal business for 
most banks, he says. Mr de Castries be- 
lieves that strategic alliances between 
banks and insurers are enough. He admits 
that bancassurance works in countries 
such as Belgium, where insurance is not 
sold through agents tied to insurers. Yet 
one successful Benelux country, he says, 
does not mean that bancassurance works 
as a general model. 

Maybe, but bancassurance also suc- 
ceeds in Spain, where four-fifths of life-in- 
surance policies are sold through banks; 
even in France, two-thirds of life-insurance 
policies are sold by banks. Mr de Castries, 
it turns out, does not exactly practise what 
he preaches. AXA recently bought Banque 
Directe from BNP Paribas, a French bank, 
and owns a bank in Belgium. 

Yet bancassurance has certainly not 
taken off widely as a business model. 
Banks and insurers remain animals with 
different risk profiles and dissimilar capital 
needs. Insurers are greater assumers of risk 
than banks, and need to be more heavily 
capitalised. Moreover, the two have differ- 
ent time horizons, with life insurance, in 
particular, focusing on the long run. Banc- 
assurance does not spread the burden of 
costs much, says Andrew Goodwin at 
Commerzbank. It can bring some savings » 








Sudan's currencies 
A dog's dinar 


A curieticy dU ER p ONE. 


| SE TUE gas ivl dee c ne 
bel-held southern Sudan-a place the 
size of France-look almost sensible. The 
region has been cut off from the central 
bank in Khartoum, the capital, by two. 
decades of war. Sudan's national cur- 
rency, the recently introduced dinar, 
ee aie 
leaves southerners using a mish-mash of 
ied spi Sudanese 
poan DAES Dee Ail 

gs from Uganda and Kenya; Ethiopian 
birrs; and good old American dollars. 
But with peace talks to reunite Sudan at 
an advanced stage, the south’s proposed 
new Sudan pound is stirring trouble. 

The rebel Sudan People’s Liberation 
Movement, which controls most of 
southern Sudan, has already printed 60 
tonnes of the new notes, and last week 
rumour had M M 


duplicity: 
Dew unb ali p sens, 


the new perius dad ovde line 
with the pence? “one country, two 


systems”, on which peace is supposed to 
be built. They argue that, if the Islamist 
government will not free the central 
bank from sharia (Islamic law, which 
bans payment of interest), then the 
Christian and pagan south must have its 
own central bank—and currency. 


> in technology, but not in staff. 

Louis Jordan at Deloitte Touche Toh- 
matsu, an accounting firm, believes that 
European insurers and banks will go their 
separate ways again in future. There is an 
American example: Citigroup, America’s 
biggest bank, spun off its insurance arm, 
Travelers Group, this year. Insurers will 
increasingly outsource, sell or relocate 
their activities, particularly those offshore, 
that are a distraction from their core busi- 
ness, Mr Jordan says; banks, too, will disag- 
gregate and go back to basics. 

Some banks and insurers have started 
to retrench, putting their asset managers 
up for sale, though mostly to other more 
optimistic banks. Zurich Financial Ser- 
vices, sold Scudder Investment Managers 
last year to Deutsche Bank. Commerzbank 
is trying to sell Jupiter Asset Management; 
Rothschild sold its assetx management arm 
to HBOS, a British bank, last week. Next 
year more banks, insurers and asset man- 
agers are likely to disentangle themselves. 
But the debate between the de Castries 
and van Rossum camps will roll on for sev- 
eral years to come. 8a 





Besides jarring the peace talks, a new 
rebel currency could soon be inflated 
away, unless it is backed by a central 


bank of sorts, or to the currency 
of a friendly n . The colourful 
new notes could end up just like the tat- 
tered old Sudanese pounds already in 


London Stock Exchange 


Small is beautiful, 
for now 


Isthere a broader plan behind its joint 
venture with Sweden's OM ? 


IANT steps have been replaced with 
small. After losing Liffe (London's de- 
rivatives exchange) to Euronext in Paris, 
and after an aborted link with NASDAQ 
(America's tech-heavy exchange), the Lon- 
don Stock Exchange (LSE) under its chief 
executive, Clara Furse, has shortened its 
stride. Ms Furse has launched a series of 
innovations, such as the introduction of 
covered warrants in October. On Decem- 
ber 9th the LSE announced a new deriva- 
tives exchange in a joint venture with OM 
Gruppen, operator of Stockholm's bourse. 
Another graceless acronym joins the fi- 
nancial world: EDX London. 
In the hope of capturing the off-ex- 
change market for equity derivatives in 


London, the LSE is paying a fullish price, 
£18.2m ($28.6m), for a 76% stake in OM Lon- 
don Exchange, OM's derivatives arm in 
Britain. The plan is to create, with the Lon- 
don Clearing House, a trade-confirmation 
and clearing service for equity derivatives 
that are traded over-the-counter—ie, away 
from an exchange. This means that whole- 
salers can use OM's own technology 
rather than phone, fax and e-mail to con- 
firm trades before they are cleared. It is a 
new service to a large and untapped mar- 
ket, says the LSE. Britain's over-the-counter 
market for equity derivatives is equivalent 
to perhaps twice the volume traded on 
Euronext.liffe, easily London's biggest de- 
rivatives market. 

Ever since the LsE's failure to acquire 
Liffe, Ms Furse has been looking for a 
partner in derivatives. On-exchange deriv- 
atives trading in Europe has grown by 
close to 20% over the past four years, with 
off-exchange trading growing even faster, 
says Huw van Steenis at Morgan Stanley. 
Meanwhile, normal share-trading vol- 
umes are falling at most European stock ex- 
changes. Trades at Deutsche Bórse, for in- 
stance, are down by nearly one-sixth 
compared with 2001. 

Will the Ls try to fight Euronext.liffe 
head on? That exchange does not handle 
over-the-counter equity derivatives. Ma- 
nos Costello at Merrill Lynch does not 
think the LsE will move any of EDx’s busi- 
ness on-exchange. Others are not so sure 
that the LsE's only goal is to capture the off- 
exchange market for equity derivatives in 
London. As if to confirm their suspicions, 
Phil Bruce, an executive at the LSE, says 
that the exchange will expand its order- 
book services once it has got the clearing 
facility working with the London Clearing 
House. In other words, EDX London could 
indeed enter into direct competition with 
Euronext.liffe. 

Even so, when it gets up and running 
next spring, EDX will be David to the two 
Goliaths, Euronext.liffe and Eurex, the de- 
rivatives arm of Deutsche Bórse. As it is, 
EDX accounts for just one-quarter of OM's 
overall derivatives business, which in turn 
is a fraction of the volume of either Euro- 
nextliffe or Eurex. OM London trades 
60,000 derivatives contracts a day, com- 
pared with 4.5m at Eurex, for instance. 

Yetthe new derivatives exchange might 
conceivably help to strengthen the LSE in 
the broader fight among the three domi- 
nant stock exchanges in Europe. At 
present, the stockmarket value of Euronext 
is about $2.6 billion, compared with the 
LSE's value of $1.5 billion. In a hypothetical 
merger with Euronext or Deutsche Bórse, 
the LsE would probably have to put up 
with being junior partner. If Ms Furse is 
successful with her baby-step strategy in 
bulking up the exchange, the LSE might 
again become the prospective leading 
partner in any European merger. 8 


Terrorist finance 


The needle in the haystack 


Banks have little serious hope of detecting terrorist money 


AVID AUFHAUSER, general counsel 

at America's Treasury, unnerved 
some of the world's top bankers recently. 
With 24-hour aerial surveillance, he said, 
America can detect, home in on and bomb 
terrorists on the basis of a clue as tiny as a 
tyre-track in a desert. Mr Aufhauser told 
his audience of a dozen international 
banks, including Citigroup, HsBC and 
UBS, that they should use the same sort of 
technology on their customers. 

No banker present challenged Mr Auf- 
hauser, although some balked at the no- 
tion of treating all customers as potential 
criminals. Most banks these days do not 
voice such views openly for fear of being 
accused of not doing their bit to cut off al- 
Qaeda's sources of money. In private, 
however, bankers with long experience of 
financial crime say that many of the rules 
introduced since September 11th to keep 
terrorists out of the mainstream financial 
system will not achieve their aim. And in 
the end, customers will pay more for bank- 
ing, because of the high cost of making de- 
tailed checks. 

The heart of the problem, from the 
banks’ point of view, is that the vast major- 
ity of financial transactions look (and are) 
so routine and prosaic. America's Federal 
Bureau of Investigation recently tried to 
design a profile of how terrorists might use 
a bank. It failed to come up with any more 


unusual activity than placing a big deposit 
and then withdrawing cash in a series of 
small amounts. That profile, the anti- 
money-laundering boss at a big American 
bank points out, fits a quarter of banks' 
customers. 

Although banks have come up with 
their own ideas about what constitutes 
suspicious behaviour, explanations are of- 
ten perfectly plausible. A teller at a British 
bank recently reported to the authorities a 
business customer who was making big 
cash deposits every day. The customer 
turned out to be the owner of a fish-and- 
chip shop. 

Before September 11th, America lagged 
Europe in its rules against money-launder- 
ing. With the Patriot Act, passed in October 
last year, America has caught up, and in 
some areas has gone beyond Europe. Still, 
theact was not aimed directly at terrorist fi- 
nance, banks say; rather, it contains mostly 
Clinton-era measures that had been re- 
jected at the time because of privacy con- 
cerns. Besides, terrorists often use clean 
money from legitimate sources. The sums 
they need are tiny compared with the 
amounts laundered from drug trafficking. 
The act gives no guidance to banks on how 
to detect whether the money they handle 
might be used for terrorism in the future— 
apart from rehearsing the old mantra 
about knowing your customer. 





Many banks are investing heavily in 
technology to detect suspicious behav- 
iour. Systems from companies such as 
Searchspace and Mantas establish "nor- 
mal" patterns, then highlight transactions 
that depart from the norm. Yet there is no 
guarantee that the systems will spot 
crooks rather than throw up a welter of 
false leads. Andrew Clark, head of anti- 
money-laundering at Pricewaterhouse- 
Coopers in London, says that such artifi- 
cial intelligence will work better in retail 
than in wholesale banking, which tends to 
have less-standardised transactions. 

The big banks complain that much is 
expected of them, but they get little co-op- 
eration from law enforcement or intelli- 
gence agencies. "We have no ability to find 
terrorist finances unless we are given 
names," says the anti-money-laundering 
head at a big American bank. He wants 
intelligence services to share information. 
Where this might endanger sources, he 
suggests, bank staff could be given security 
clearance—as staff at companies that make 
weapons for the government are. 

The cost of implementing new mea- 
sures is likely to be high, especially for 
smaller banks. America's Treasury and 
Britain's Financial Services Authority are 
working on estimates. Yet the implications 
go beyond the bottom line. Banks in Brit- 
ain say that more rigorous criteria for 
opening accounts frustrates another gov- 
ernment effort, to bring the so-called so- 
cially excluded into the banking system. 
Andin Britain, one bank boss fears that his 
employees may simply focus their suspi- 
cions on customers of Arab origin. 

Last year, banks were alarmed that 
politicians might make them carry out 
checks not only on correspondent banks— 
other banks which they use for payments 
in places where they do not have branches 
of their own-but also on their correspon- 
dent banks' customers. Happily, that idea 
has been overtaken by an approach that 
encourages staff in the use of common 
sense rather than the slavish application 
of rules. A British bank, for instance, might 
rely on the due diligence of a correspon- 
dent bank in France, but it would probably 
inquire further about the client of a corre- 
spondent bank in Russia. 

In future, banks hope, they will be al- 
lowed to use this so-called risk-based ap- 
proach for their other efforts to combat ter- 
rorist financing and money-laundering. 
Doesit make sense, they ask, to impose the 
same know-your-customer demands on a 
grandmother who has banked with them 
for 50 years as on a new private-banking 
client from Belize? Carol Sergeant, who 
oversees money-laundering issues at the 
Financial Services Authority, says that she 
strongly supports a risk-based approach 
and will push it internationally. Until 
then, whoever you are, your bank is 
watching you. 8 


+ 
« 














SPECTRE haunts finance ministers in the world's rich coun- 


.4£ &tries. Looming ever closer is the retirement of the big baby- 
- boom generation born after the second world war. In France, 
where the retirement age is 60, the demographics start to turn 
sour as early as 2006. In most other countries, with a retirement 
age of 65, the date of reckoning is 2011. As the outlook deterio- 


rates, so too will these countries’ public finances. Fewer workers . 


will pay contributions into pay-as-you-go state pension systems; 
more people will be drawing a pension from them. 

The shock to state pension systems is not caused only by past 
fluctuations in fertility—the ageing of the baby-boomers, as they 
become pensioners, and their replacement by a smaller genera- 
tion of younger workers. It also arises from the rapid advance in 


life expectancy at older ages. Although naturally welcome, this is 


extremely costly, so long as retirement ages remain fixed. Com- 
pany pension plans, for example, have been undermined not 
only by falling stock prices in the bear market, but also by rising 
liabilities as a result of increased longevity. 

As if this were not enough, the effective retirement age (a 
weighted average of the ages when people actually withdraw 
from work) is often a lot lower than the official retirement age. 


| ^. For example, the effective retirement age for men in Germany is 


60.5, whereas the official age is 65. Only half of 55-64-year-olds in 


| «the OECD group of rich countries are in work, compared with 


three-quarters of 25-54-year-olds. Only 39% of 55-64-year-olds in 
the European Union are still in work. 
Early retirement compounds the effect of population ageing, 


since itincreases the number of pensioners and cuts the number 


of productive workers. Recourse to state welfare increases. 


- : Meanwhile, the tax base is whittled away. In 1998 the OECD said 
-= that the adverse impact of early retirement on future living stan- 


dards could be as large as that of population ageing itself. 

That message was intended to spur reform of the various in- 
centives in pension and welfare systems that promote early re- 
tirement. So how have governments been doing? In a new 
report’, the OECD says that, in general, state pension system rel 
not encourage retirement before the age of 60. Butin many: 
tries they do create significant incentives for people to re! 
their Pauye 60s. And there are other exit routes into early ı reti 
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ment. For example, people in their late 50s may draw generous 
benefits through special unemployment schemes. Disability 
benefits offer another exit route, with take-up often reflecting not 
poor health but incentives to retire early. 

Even if the tide of early retirement can be stemmed, which 
seems improbable on the basis of the evidence in the report, 
there are other pressures. Projections of age-related spending for 
a group of OECD countries show that total spending on old-age 
pensions, early retirement programmes, and health and long- 
term care, now 15% of GDP, will rise to 22% of eD? by 2050. If life 
expectancy rises faster than these forecasts assume, the eventual 
bill could be higher. 

Stemming the tide of early retirement, even though it will not |. 
be easy, is too modest a goal. In an ageing world, the ambition | 
has to be to encourage later retirement. Indeed, the wholeideaof | 
retirement at a pre-fixed age needs to be put out to grass. This vi- 
sion of an end-chapter to people's lives was born when manual 
labour was the norm and life in retirement was much shorter. 
Now most people work in jobs in which physical fitness is no 


longer paramount, and they can expect to live for nearly 20 years |. - - 


after the age of 65. Why should people living longer, healthier | 
lives also feel they are automatically entitled to spend less time 
working and ever more time in retirement? 

Population ageing poses an economic problem only because 
the normal retirement age for state pension benefits has become 
ossified. Politicians know that they raise it at their peril, so any 
increases are small, and delayed as long as possible. What is 
needed is an automatic way of adjusting retirement to rising life 
expectancy. The solution is to get rid of the idea of a normal re- 
tirement age and to link state pension benefits explicitly to life 
expectancy, so that they retain their value only if taken later 


rather than at the current retirement age. This sends a clear mes- 


sage: save more if you want to retire earlier, or work longer. 


Define and fall 
A response to population ageing also requires a rebalancing of 
pensions away from defined benefits, where the pension pro- 
vider promises a given pension at a given age, towards defined 
contributions, in which pensions depend on the amount saved | 
and the investment returns it generates. The case against de- 
fined-benefit pensions is that they encourage people to leave 
work at the earliest eligible age. The case in favour of defined- 
contribution pensions is that they encourage later retirement, 
since every extra year worked increases the pot of pension 
money. Defined-contribution pension plans are genuinely 
funded, but the approach can be extended to state pay-as-you-go 
schemes, by creating “notional” accounts. This concept, pio- 
neered in Sweden in the 1990s, has been adopted by several 
other countries, including Latvia and Poland. — 

Preparing ageing societies for a new age of longer life will 


take more than remodelling pension systems. If older people are 
to work longer, they need to retrain and to update their skills and 


expertise for longer. Lifelong education should be turned from a 
ponu slogan pee ys And d employers need to think hard 














Science and technology 


Chinese biotechnology 


Biotech’s yin and yang 


BEIJING, HONG KONG ANO SHANGHAI 


China’s biotechnology industry is growing fast, but faces several challenges 


N A vast room in one of Beijing’s new in- 

dustrial parks, legions of white-coated 
workers mill around machines, pushing 
samples through a well-oiled assembly 
line. One wall is adorned with a banner 
reading “The first step of the great long 
march”. The original Long March, in the 
19308, is fabled in Chinese communism. 
This time round a more commercial revo- 
lution is in the works. 

The factory is not turning out television 
sets or low-cost clothing, but information: 
50m units of genetic sequence a day. It is 
part of the Beijing Genomics Institute. The 
institute’s industrial-scale sequencing op- 
erations played a key role in the interna- 
tional Human Genome Project, making 
China the only country in the developing 
world to have joined in. 

Today, China's economy may be 
booming on the back of manufacturing. 
But the government wants future growth 
to come more from high technology and 
knowledge-based industries. So, between 


1996 and 2000, the central government in- 


vested over 1.5 billion yuan ($180m) in bio- 
technology, as part of its main programme 
to kickstart the sector. Between 2000 and 
2005, it plans to invest another 5 billion 
yuan. As a result, reckons the Boston Con- 
sulting Group, biotechnology is flowering 


in 300 publicly funded laboratories and 
around 50 start-up companies, mainly in 
and around Beijing, Shanghai and Shenz- 
hen. The science ministry claims that as 
many as 20,000 researchers work in the 
life sciences in China. 

This is small beer compared with the 
$15.7 billion invested in research and de- 
velopment last year alone by America's 
biotechnology industry, which employs 
191,000 people. But the speed with which 
China's industry is growing provokes both 
wonder and anxiety in the outside world. 
Some worry that a lack of public debate 
over biotechnology, and different philo- 
sophical traditions, mean that China will 
head off in directions that are morally un- 
acceptable in the West. Francis Fukuyama, 
an American political scientist, predicts in 
The World in 2003 (a sister publication of 
The Economist) that next year "the Chinese 
will announce the successful cloning of 
human embryos, causing moral mayhem 
in the United States and Europe". 

Those at the forefront of Chinese bio- 
technology greet such suggestions with a 
mixture of amusement and frustration. 
For the forward march of Chinese biotech 
is balanced by several opposing forces, in- 
cluding a lack of some of the basic build- 
ing-blocks of a modern, knowledge- 
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driven industry, ever-shifting regulation, 
particularly for genetically modified (Gm) 
crops, and the first stirrings of protest by 
activist groups. This balance of opposites, 
the yin and the yang, is as familiar a feature 
of the country’s modern technological de- 
velopment as it is of ancient Chinese phi- 
losophy. Only if it can surmount these 
challenges will China’s biotech industry 
be able to rival its more established peers 
in Europe and America—and even then itis 
likely to take a decade. 


Limits to growth 
Step into the dispensary of one of Beijing’s 
top hospitals, and you will find many of 
the fruits of biotechnology, such as geneti- 
cally engineered insulin to treat diabetes 
or interferon-alpha to fight cancer. In fact, 
there are now roughly 20 genetically engi- 
neered medicines approved for sale in 
China, earning a tidy 7.6 billion yuan in 
2000. Yet although they were made in 
China, such products are little more than 
high-tech knock-offs of rich-country in- 
ventions, introduced when China had lit- 
tle interest in intellectual-property rights. 

Between 1966 and 1976, the Cultural 
Revolution did its best to erase all forms of 
scientific innovation in China. Wang 
Hongguang, director of the National Cen- 
tre for Biotechnology Development, ad- 
mits that originality is still a problem for 
many of China's scientists. He hopes the 
return of some of the 20,000 Chinese re- 
searchers now working abroad will add a 
spark of creativity. Last month, Beijing an- 
nounced a recruitment drive to attract 200 
scientists from abroad with the promise of 
western-style salaries. 

There are already several brightspotsin » 

































returning scientists. One such is Wang 


America before returning to start the Beij- 
ing Genomics Institute, which he now di- 
rects, in 1999. As well as leading China's 
contribution to the human genome se- 
quence and working with Danish partners 
on the pig genome, this week the institute 
announced completion of a detailed map 
of the rice genome. It is also involved in the 
International HapMap Project, a five- 
country initiative launched in October, to 
follow up the Human Genome Project 
with a large-scale study of human genetic 
variation and its relation to disease. 
Similarly, the National Engineering Re- 
search Centre for Beijing Biochip Technol- 
ogy is headed by Cheng Jing, an engineer 
, and molecular biologist trained in Britain 
and America. Dr Cheng is one of China's 
most entrepreneurial academics, having 
already spun out some of the centre's tech- 
nology to Chinese and American start- 
ups. He now has two diagnostic chips, for 
infectious disease and tissue transplanta- 
tion, in trials at Beijing hospitals, and is 
spearheading a drive to link most of 
. China's biochip expertise under one roof 
 inaBeijing science park next year. 
'. Another hotspot is the Chinese Na- 
‘tional Human Genome Centre in Shang- 
hai. Here, the focus is on studying the ge- 
netics of diseases that particularly afflict 
the Chinese population, such as hepato- 
cellular carcinoma, a form of liver cancer. 

China is beginning to fortify traditional 
Chinese medicine with a dose of biotech 
as well. In Hong Kong, the Biotechnology 
Research Institute is screening molecules 
isolated from traditional Chinese reme- 
dies to see if they have any effect on recep- 
tors known to be involved in neuro- 
degenerative disease, a technique that is 
common in western-style drug discovery. 
The Shanghai Traditional Chinese Medi- 
cine Innovation Centre has been working 
with PhytoCeutica, an American biotech- 
nology firm, to create a database of 9,000 
traditional herbs and 150,000 recipes. 

Stem-cell research is in the works at a 
handful of centres. Most of China's stem- 
cell scientists are focused on adult cells, 
and half a dozen stem-cell banks have al- 
ready sprung up. But some researchers are 
working in the more controversial area of 
embryonic stem cells. Among them is 
Sheng Huizhen, at Shanghai Second Medi- 
cal University, who is trying to generate 
stem cells by transferring nuclei from hu- 
man skin cells into rabbit eggs. 

Dr Sheng's experiments are strictly aca- 
demic; she wants to understand better the 
early stages of cellular reprogramming, 
work that requires thousands of eggs that 
are unavailable from human sources. After 
more than a decade at America's National 
Institutes of Health, she decided to return 
.. to China, as increasing restrictions made 





> Chinese biotechnology, often centred on- 1 e of ifficult. 
teresting times indeed, with academics t re- 


Huanming, who trained in Europe and turning to China for the intellectual free- 





dom they cannot find in the West. 

For all these scientific strengths, the ex- 
pansion of Chinese biotechnology is held 
back by several problems. One is funding. 
Biotechnology is not cheap: long develop- 
ment times and scientific uncertainty 
mean thatit takes lots of money to develop 
a successful product. At the moment, most 
Chinese biotechnology is bankrolled by 
the government, although private money 
is beginning to trickle in. 

On the whole, biotech entrepreneurs 
such as Dr Cheng would rather have priv- 
ate money than deal with the strings that 
inevitably come with public funds. So far, 
private investors in China are far less so- 
phisticated than their foreign counter- 
parts. Zhao Guoping, director of Shang- 
hai’s genomics centre, has seen plenty of 
millionaires beat a path to his door, only to 
turn back when they hear how risky bio- 
technology can be. Some investors from 
Taiwan, Singapore and Hong Kong have 
taken the plunge. But venture-capital 
groups from Europe and America are hold- 
ing off until they can be assured of a way to 
recoup their investment, preferably by 
floating any resultant company on the 
stockmarket, or selling itto a larger firm. 

A second problem is management. As 
in the early days of European biotech, 
China's emerging industry lacks people 
who combine scientific nous with good 
business sense. Another shortcoming is 
intellectual-property protection. Although 
China moved last year to strengthen its 
patent laws for drugs and other biotech 
products, it is still a hard, expensive slog to 
get a patent—-and even harder to exercise it, 
thanksto weak enforcement mechanisms. 

Lastly, there is the question of regula- 
tion. China's patchy record in such bioeth- 
ical minefields as abortion and organ do- 
nation leads many in the West to fear the 
worst when they hear that the country is 
branching into genetic engineering or 
high-tech reproduction. But Ole Doering, a 
bioethicist at Bochum University in Ger- 
many, argues that China's move into bio- 
technology has been accompanied by the 


China 





r - introduction of a modern bioethical 
framework. For example, the Chinese gov- 








ernment issued a declaration in 1998 ex- 
plicitly banning reproductive cloning; 
America is still waiting to pass national 
legislation. Similarly, China's human-ge- 
nome projects are governed by strict rules 
on sample collection and informed con- 
sent. Ironically, the only people to get into 
bioethical hot water recently were visiting 
gene-hunters from Harvard. 

The central government is now work- 
ing to establish national guidelines gov- 
erning stem-cell research. Two proposals 
have been put forward, both loosely mod- 
elled on British regulations, allowing so- 
called therapeutic cloning. Dr Doering 
cautions that, even with such laws in 
place, enforcement and monitoring will 
also need improvement. In the meantime, 
Chinese researchers are playing it safe. Li 
Lingsong, head of the Peking University 
Stem Cell Research Centre, observes that, 
if Chinese scientists want to collaborate 
with foreign research groups, publish in in- 
ternational journals or attract overseas in- 
vestment, they have to abide by interna- 
tional rules. Practicality, if not morality, 
will help to keep most scientists in line 
with international notions of acceptable 
biological research. 


Agricultural revolution 

When it comes to the regulation of geneti- 
cally modified crops, however, things are 
rather less harmonious. Du Suocheng is a 
small-scale farmer, raising ducks, corn and 
cotton in a village near Beijing. Sitting in 
the concrete shell of his new house, and 
pointing to his new second-hand truck, Mr 
Du says he is pleased with the extra in- 
come generated by his tiny, o.3-hectare 
plot of Bt cotton. It is engineered to pro- 
duce a protein normally found in a bacte- 
rium, Bacillus thuringiensis, that is lethal to 
one of China's main agricultural pests, the 
cotton boll-worm. Although it costs five 
times more than unmodified cotton seed, 
Mr Du has found that the expense has 
been more than offset in lower insecticide 
costs and higher yields. He plans to ex- 
pand his Bt-cotton field next year; his wife 
wishes he had done so earlier. 

Mr Du's experience is echoed all round 
China. According to Huang Jikun, a spe- 
cialist in agricultural policy at the Chinese 
Academy of Sciences in Beijing, some 5m 
Chinese farmers grew Bt cotton on 2m 
hectares last year (see chart 1). A survey by 
Dr Huang and his colleagues, along with 
Carl Pray at Rutgers University and Scott 
Rozelle at the University of California, Da- 
vis, in America, showed that farmers 


growing Bt cotton earned roughly $500 
-more per hectare than those sticking to 


conventional varieties and used 80% less 
insecticide. Dr Rozelle says this challenges 
the view that GM crops have little to offer 


ome in noeveloping countries, = =» 








Bt cotton is one of four. crops-along 
with late-ripening tomatoes, virus-resis- 
tant sweet peppers and colour-altered pe- 
tunias—to have been approved for com- 
mercial cultivation in China. There are 
-various GM animals and another 60 GM 


: |^ plants at various stages of development, 


including virus-resistant wheat, moth-re- 
-...Sistant poplars and high-tech tomatoes 
Wi Producing hepatitis-B vaccine. 

~ The Chinese government spent 322m 


- s 4 yuan on plant-biotechnology research in 
-.. 2000, sustaining one of the biggest public- 


sector agricultural-science programmes in 
the world. One of China's leading centres 
for plant biotechnology is Huazhong Agri- 
cultural University in Wuhan, where 
Zhang Qifa and his team specialise in rice, 


..the country's main staple crop. Last 


month, the central government an- 
nounced that it was giving the university 
15m yuan, along with 65m yuan from 


other government sources and a private 


^ developer, toset upa research centre to de- 
> velop new GM crops. 

- Yet the government is sending mixed 
signals. Dr Zhang's Bt rice has been tested 
in field trials and with farmers, with posi- 
tive results. The government's national 
GM biosafety committee readily gave ap- 
proval for the rice to be tested outside the 










.. laboratory. But for the past two years it has 


refused to allow it to be sold. Dr Zhang is 
not the only one waiting for the green light. 
. Although several new varieties of Bt cot- 
- ton have been approved by the committee 
< “since 1999, no new GM crops have made it 
~ to the market (see chart 2). Even Dr Zhang 
admits to some confusion. Why would the 
government invest heavily in research, 
and push crops into further development 
with environmental testing, but not allow 
the results to go on sale? 

The official reason is tight new regula- 


- tions, announced last year, governing food 


— labelling, environmental testing, commer- 
cial release, and the import and export of 
GM crops. The new import rules include 
requirements for field testing and a food 
"safety evaluation. Some scientists argue 
-that this more cautious stance is justified, 
given that China's next generation of GM 
crops includes such staple foods as rice, 
which could be adopted by billions of peo- 
ple around the world, and whose safety 
now rests in China's hands. 
Others are less complimentary. Ameri- 
can companies, such as Monsanto and 
Cargill, were furious earlier this year when 
they were given only three monthsto com- 
ply with the new requirements. As a result, 
America halted almost all its soyabean ex- 
ports to China, which provide nearly half 
of China's annual consumption of 25m 
tonnes. Domestic producers thrived as lo- 
cal soyabean prices rose, at least until 
stocks ran low in June. The shortage, along 
with soyabean-talk between George Bush 
jane Jiang : Zemin, at least got shipments 








flowing again until September 2003, while 
the government processes the exporters' 
new applications for approval. 

In fact it is trade, as much as safety, that 
seems to have dictated China's new stand 


On GM crops. The opening-up of China 


through its World Trade Organisation 
membership is likely to cause problems for 
uncompetitive domestic producers. So it is 
hardly surprising if China threatens to use 
its biotechnology rules to stave off compe- 
tition from America. 

But it may be that exports, rather than 
imports, are the real problem. Chen Zhan- 
gliang, president of the Chinese Agricul- 
tural University, puts the blame squarely 
on European fear of GM foods. China has 
already had a taste of genetic discrimina- 
tion: it was the first country to commercial- 
ise a GM crop, virus-resistant tobacco, in 
the early 19905, but quickly abandoned it 
when American cigarette firms shunned it. 
More recently, Chinese exporters have run 
into trouble from Europeans refusing to ac- 
cept soy sauce containing American GM- 
beans, and questioning the genetic purity 
of everything from honey to mushrooms. 


Sowing seeds of doubt 
Even though the recent soyabean storm re- 
ceived considerable media attention, cov- 
erage of GM foods in China is still more 
muted than in Britain or America. As Dr 
Huang points out, the "public" debate over 
biotechnology in China still means ex- 
changes among scientists and government 
officials, rather than society at large. For 
the past year, for example, Greenpeace, an 
environmental group opposed to GM 
crops, has sent a monthly newsletter to 
600 researchers and government officials 
in mainland China. It is full of such cheery 
stories on agricultural biotechnology as 
"Starving Africans leery of GM food". 
Greenpeace has now extended its pres- 
ence in China from its headquarters in 
Hong Kong to an office in Beijing. That it is 
expanding into mainland China is remark- 
able enough. Even more surprising is that 
it seems to have the quiet support of at 
least part of the Chinese government. Its 
newsletter, for example, is co-sponsored 





by the Nanjing Institute of ; 
Sciences, which falls under 
of the State Environmental Protection 
ministration. Meanwhile, other ministri 
continue to pour money into transgenic 
search. Even in as open a society as Britai 
it is hard to imagine the government toler- 
ating one of its own research institutes _ 
throwing in its lot with Greenpeace and — 
publicly challenging official policy. E 
Some might applaud this as a sign of _ 
China's new culture of freer speech, but 
others point to more old-fashioned forces 
at work, namely political in-fighting. The 
environmental agency wants to exert 
more control over the regulation of GM 
crops, which now comes under the um- 
brella of the agriculture ministry. Some be- 
lieve it would be a sensible move to hand. 
GM approvals to a ministry not also 
charged with promoting farm productiv: 
ity, a conflict of interest in which ecolo 
cal considerations couldloseout. . 
As the political wrangle con ntir 
Greenpeace is trying to broaden the pu 
debate. A public education driv 
planned in Guangzhou and. Shangł 
early next year. Public awareness is lo 
preliminary results from a new housel 
survey by Dr Huang, looking at the atti 
tudes of 1,000 consumers in 20 cities, 
gest that more than a third have nev 
heard of GM foods. Certainly some devo 
Taoists and Buddhists hold strong re 
gious objections to transgenic crops, pi 
ticularly if they have had genes intro 
from non-plant species. In broad | 
however, Dr Huang’s survey show: 
more than half of respondents approv 
GM crops, and two-fifths even say ye 
genetically modified animals. : 
That still leaves roughly a third witho 
strong views either way. They may w 
prove fertile ground for Greenpeace's 
seeds of doubt. But Sze Pang Cheung, a 
Greenpeace campaigner, notesthatraising | 
awareness about the potential risks of GM. 
foods will require different tactics in China 
from those in Europe. Negative advertising | 
may not work in a country unaccustomed _ 
to strident debate on scientific issues. — 
So the striking red “x”, an anti-GM prot- r 
est symbol that Greenpeace has used in | 
Hong Kong, is unsuitable. Nor are field - 
raids to tear up transgenic plots, sopopular _ 
in Europe, an option in China. Roughly - 
70% of the population are farmers, and 
poor ones at that. Mr Sze says Greenpeace 
will have to consider their interests too, 
and the possibility that some GM crops 
could help to relieve their poverty. 
Opponents of biotechnology face a 
long battle. Unlike Europe, China will 
surely not turn its back on transgenic 
crops. Nor will it reject stem-cell research, 
as America might do. But in the future 
more such questions-and more caution— 
seem likely to hamper China's great bio- 
technologicalleap forward. m ; 
































































@ Books and arts 


Books of the year 2002 


Seriousness, the new black 


Readers now want books of depth and perspective. We choose the year’s best titles 
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Biography 





Pushkin: A Biography. By T.J. Binyon. 
HarperCollins; 731 pages; £30. To be pub- 
lished in America by Knopf in October 2003 

A magnificent life of a great Russian writer 
and poet told from contemporary docu- 
ments. It doesn't lazily pretend to put us in- 
side Pushkin's head or explain his writings 
but sits so close to the man and his times 
that by the time Pushkin is dead, at 37 after 
a stupid duel, you almost feel you have 
lived his life. 





Master of the Senate: The Years of Lyndon 
Johnson. By Robert A. Caro. Knopf; 1,167 
pages; $35. Jonathan Cape; £30 

This is the third volume of Robert Caro's 
extraordinary life of Lyndon Johnson, and 
he is not yet even in the White House. Mr 
Caro's feel for the ways and means of 
power as exercised in Washington, DC, 
make this work virtually an American po- 
litical science course on its own. When fin- 
ished, the biography will be one of the big 
books of our day, in every sense. 

The Red Count: The Life and Times of Harry 
Kessler. By Laird M. Easton. University of 
California Press; 512 pages; $35 and £24.95 
Aesthete, patron, diplomat, diarist, peace 
campaigner, defender of the Weimar re- 





public and exile from Nazism, Harry Kess- 
ler was a cultivated amateur whose brains 
and background brought him effortless ac- 
cess to politics, society and intellectual life 
throughout Europe. He knew everyone, 
and his diary, a minor masterpiece, is an 
extraordinary record of his time. Laird Eas- 
ton's illuminating biography is especially 
strong on Kessler's family and early child- 
hood, and it strips away many of the cli- 
chés about the Weimar years. 





Mapping Lives: The Uses of Biography. 
Edited by Peter France and William St Clair. 
Oxford University Press; 358 pages; $55 and 
£35 

An impressive collection of essays about 
the craft of biography, some by well- 
known practitioners. It ranges across 
many centuries, countries and languages, 
and brings into focus various problems 
that arise in a genre of writing that attracts 
a wide readership. 





Interesting Times: ATwentieth-Century 
Life. By Eric Hobsbawm. Penguin/Allen Lane; 
448 pages; £20. To be published in America by 
Pantheon in August 2003 

A riveting personal memoir, stretching 
back to Austria and Germany in the inter- 
war period by one of Britain's best known 
historians, a lifelong communist of an un- 
orthodox and unapologetic kind. 
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History 





Crossroads of Freedom: Antietam, the Bat- 
tle that Changed the Course of the Civil 
War. By James M. McPherson. Oxford Univer- 
sity Press; 203 pages; $26 and £17.99 

The battle of Antietam in September 1862 
was a turning point when the war be- 
tween America’s North and South could 
have gone either way. James McPherson 
describes the battle’s contingencies, con- 
sequences and might-have-beens with 
scholarly brilliance and passion. 





Winston Churchill. By John Keegan. Penguin 
Lives/Viking Press; 208 pages; $19.95 
Among many recent books on Sir Winston 
Churchill, John Keegan’s stands out as a 
model of concision and insightfulness 
about an immense historical personality 
who helped to shape the world we live in. 





The Victorians. By A.N. Wilson. Hutchinson; 
724 pages; £25. To be published in America by 
Norton in January 2003 

A vivid portait of Victorian Britain and 
Britons by a seasoned biographer and nov- 
elist. A.N. Wilson has written the kind of 
bookthatturns people on to history. Large, 
generous, funny without being sly, he 
manages to capture the spirit of a remark- 
ableandfrequentlytravestiedage. — 














q Bitter Bonds: A Colonial Divorce Drama of 
the Seventeenth Century. By Leonard Blussé. 
Markus Wiener; 260 pages; $38.95 
Thestoryofarich, half-Japanese beauty in 
Batavia and her tempestuous divorce from 
a cold, tough colonial official. Leonard 
- Blussé's new book is the most intriguing 
work of micro-history since “The Return of 
Martin Guerre" and, for the light it casts on 
„Tove and life on a colonial frontier, the 
most illuminating since “The Cheese and 
the Worms". 





Microcosm: Portrait of a Central European 
City. By Norman Davies and Roger Moore- 
house. Jonathan Cape; 585 pages; £20 

A history of Wroclaw, or Breslau, that is 
rich in narrative and detail, and which 
charts the city's metamorphoses from Pol- 
ish to German and then, tragically, with 
the horrendous wartime loss of both its 
Jewish and German people and cultures, 
back once more to Polish. It ends, though, 
With a hopeful postscript that, as the Euro- 
. pean Union begins to enlarge itself to the 
east, the city may become truly European 
once again. 


Politics and current affairs 





a The Paradox of American Power: Why the 

— World's Only Superpower Can't Go It Alone. 
By Joseph S. Nye. Oxford University Press; 222 
pages; $26 and £17.99 

A well-argued case, by a former senior de- 
. fence department official in the Clinton 
. administration, now dean of the John F. 
Kennedy School of Government at Har- 
vard university, for why the United States 
_ Should in general be wary, in its own inter- 
ests, of the temptations of unilateralism. 





. The Shield of Achilles: War, Peace and the 
- Course of History. By Philip Bobbitt. Knopf; 
976 pages; $40. Penguin/Allen Lane; £20 
Hiding in this long-winded and digressive 
book are some important thoughts about 
‘othe changing nature of warfare and the 
state. Philip Bobbitt's rough message, well 
received in President Bush's Washington, 
isthatin a chaotic world the duties of Atlas 
fall to America. 





Jihad: The Trail of Political Islam. By Gilles 
Kepel. Harvard University Press; 416 pages; 
$29.95. I.B. Tauris; £25 
Of the countless books published over the 
past year on violent Islamic radicalism, 
this is the one that tries hardest to explain 
its rise historically. Gilles Kepel’s tentative 
conclusion—that fundamentalism’s mo- 
ment in the Islamic world has passed and 
that, by implication, al-Qaeda and its sort 
represent a frightening but desperate last 
throw—will strike many as too sanguine. 
-An indispensable guide, nonetheless, by a 
.. noted French sociologist and professor at 
| the Institut d'Etudes Politiquesi in Paris. 






TheThreatening Storm: The Case for Invad- 
ing Iraq. By Kenneth M. Pollack. Random 
House; 494 pages; $25.95 

Whether or not you agree with Kenneth 
Pollack’s conclusions (which are more 
hedged than his subtitle suggests), he lays 
out the recent history of Iraq, the brutality 
of Saddam Hussein's regime and the pros 
and cons of military intervention with ad- 
mirable clarity and even-handedness. Do 
not listen to anyone on this subject if they 
have not read this book. 





The Emerging Democratic Majority. By John 
B. Judis and Ruy Teixeira. Scribner; 224 
pages; $24 

Using psychological studies and survey 
evidence, the authors argue that the tide in 
American politicsis flowing towards Dem- 
ocrats-driven by women, Hispanics and 
unhappy professionals. Judging from No- 
vember's election, they are wrong on the 
face of it. And there are plausible compet- 
ing theories. Still, the authors claim to have 
spotted trends that recent events favouring 
Republicans—Bill Clinton’s travails, Sep- 
tember 1th and Iraq—have masked. 
Worth remembering, in case their 
prediction proves correct. 





The Rise of Southern Republicans. By Earl 
Black and Merle Black. BelknapPress; 464 
pages; $29.95 and £19.95 

One sound reason to question the thesis, 
put forward by John Judis and Ruy Teix- 
eira, about the emergence of an enduring 
Democratic majority has been the crucial 
transformation of the South from Dixie- 
crat to Republican. The South used to be a 
rock on which Republicans traditionally 


foundered. Now itis one around which Re- 


publican coalitions can be built. This book 
is the definitive work on that important 
historical shift. 














What Management Is: How it Works. nd 

Why it's Everyone's Business. By Joan Ma 
gretta with the collaboration of Nan Stone 
The Free Press; 256 pages; $25 
Arare animal-a management book thati 
lucid, interesting and honest. It will help. 
managers see the wood as well as the trees 
in their everyday work, and help them to 
explore the wider management literature, 
with guidance on which of itis codswallop. 
(a comfortable majority) and where lie th 
nuggets of wisdom. 







































Smallis Profitable: The Hidden Economic. | 
Benefits of Making Electrical Resources the 
Right Size. By Amory Lovins. Rocky Mountain - 
Institute; 420 pages; $60. Distributed in Brit- | 

ain by Earthscan; £80 | 





























work, Amory Lovins and his colleagues a 
the Rocky Mountain Institute, a Coloradc 
natural resources think-tank, expose thi 
folly of building gigantic power plants 
make a convincing case that the world 
about to be turned on its ear by the rise 
micropower. 





Martha Inc: The Incredible Story of Martha 
Stewart Living Omnimedia. By Christopher. 
Byron. John Wiley; 416 pages; $27.95 and - 
£20.95 

What started as a company became 2 
brand. It may end with a bump. 
while, Christopher Byron’ $ account i 
bitchy and, when it is due, also 


stretching chintz across America. 


Science, terhnology and 
philosophy 


The Glass Tianhe à Glass and World 5 
History. By Alan Macfarlaneand Gerry Mar E : 
tin. Profile Books; 320 pages; £15 m 

An account of glass prisms, lenses, mir- 
rors, test-tubes and flat panes, from their 
discovery, through antiquity, the Enlight 
enment, the scientific and industrial revo- 
lutions, to the present day, as well as an ab- 
sorbing story about the part that glass | has 
played in the development of scientific - 
and aesthetic thought—in the east, but pe: 5 
dominantly in the west. 





The Man Who Lost His Language. By Sheila = 
Hale. Penguin/Allen Lane; 302 pages; £14.99 .. 
It may seem odd to include Sheila Hale's - 
remarkable memoir about the stroke and. 
paralysis that cut down her late husband,a — 
renaissance historian, among science 
books. But it stands out from why-me sto- 
ries of illness and family death by delving - 
into the science of speech loss and the de- 
pression that commonly follows strokes; 
Clear-eyed and not the least self-pitying. 






.. > The Measure of All Things: The Seven-Year 
-. Odyssey and Hidden Error that Trans- 
formed the World. By Ken Alder. The Free 
— Press; 432 pages; $27. Little, Brown; 288 
^^. pages; £15.99 

:- -Who would have thought thatthe story of 
how two astronomers measured the me- 
ridian arc from Dunkerque through Paris 
to Barcelona could be so much fun? Ken Al- 
der's exhaustive book about the flawed 
(but not failed) attemptto create a new unit 
of measurement, the metre, amid the 
chaos of France in the 17905 strikes just the 
right balance between pop and science. 





The Lunar Men: Five Friends Whose Curios- 

ity Changed the World. By Jenny Uglow. Far- 

rar, Straus and Giroux; 512 pages; $30. Faber 
- -and Faber; £25 

In the mid-18th century a group of clever 

- Birmingham men-Erasmus Darwin, Mat- 
thew Boulton and Josiah Wedgwood- 
athered every month on the Monday 
ght nearest to the full moon to discuss 
pretty much everything under the sun. 
ometimes they were joined by James 
Vatt, of steam engine fame, and Joseph 
Priestley, a burning radical who discov- 
ered oxygen. A wonderful snapshot of 
‘what and who was best in Britain and its 
intellectual life in the mid-1700s. 


















Project Orion: The True Story of the Atomic 
Spaceship. By George Dyson. Henry Holt; 320 
pages; $26. Penquin/Allen Lane; £12.99 

An account of the attempt to build an 
atomic spaceship that could have gone to 
the moons of Saturn. It captures the brief 
moment of post-war euphoria, when 
everything seemed possible after the split- 
ting of the atom, and before the reality of 
the cold war and the possibility of nuclear 
annihilation set in. 





The Blank Slate: The Modern Denial of Hu- 
man Nature. By Steven Pinker. Viking Press; 
528 pages; $27.95. Penguin/Allen Lane; £25 
Steven Pinker's books are almost always 
aggravating and rewarding in roughly 
equal measure. In his latest, he argues that 
social science and its popularisers have 
neglected or derided research showing 
that much—though far from all—of our be- 
haviour and attitudes are hard-wired or in- 
nate. His jokes, his quarrelsomeness and 
his weakness for digression are a draw- 
back. But his main argument, when he 
sticks to it, is well made. 


Film, musicand instructive 
digression 





^ AThird Face: My Tale of Writing, Fighting 
and Filmmaking. By Samuel Fuller. Knopf; . 
574 pages; $35 





. Inthe1950s and 1960s, Sam Fuller tackled : 
topics and made movies in ways that safer 
_ directors would not touch. A crime re- 


bingiaphy S a true American primitive. 





Paris Hollywood: Writings on Film. By Peter 
Wollen. Verso; 275 pages; $20 and £13 

Peter Wollen's take on film is open, original 
and unexpected. His "Signs and Meaning 
in the Cinema" (1973) transformed film 
criticism in America and Britain. These es- 
says show his extraordinary range and in- 
ventiveness. Opening with a wry and 
knowing A-to-z of cinema, they are Mr 
Wollen at his best. 





Deep in a Dream: The Long Night of Chet 
Baker. By James Gavin. Knopf; 413 pages; 
$26.95. Chatto and Windus; £20 

Trumpeter, singer and jazz icon, Chet 
Baker looked and sounded like an angel. 
But James Gavin's appalling, enthralling 
biography chronicles how his life turned 
into a demonic obsession with drugs, 
while he still produced heavenly music. 





Schott's Original Miscellany. By Ben Schott. 
Bloomsbury; 160 pages; £9.99 

The laws of robotics, Euclid's axioms, the 
Glasgow coma scale, ice thicknesses, the 
Victorian timetable of mourning, naval 
twilight, pencil hardnesses, how to reckon 
bra sizes, the labours of Hercules, poker 
odds, British weather forecasting areas 
and hundreds more. This wholly admira- 
ble collection of useful and useless in- 
formation is a perfect end-year gift. 





The Snow Geese: A Story of Home. By Wil- 
liam Fiennes. Random House; 288 pages; 
$24.95. Picador; £14.99 

William Fiennes follows migrating snow 
geese on their annual 3,000 mile voyage 
from south Texas to the Arctic circle in a 
journey thatis coloured in with lessons on 
avian orientation, the Northern Lights and 
the sport of curling, as well as portraits of 
birdwatchers, former hobos, backyard in- 
ventors and Inuit hunters. Most moving 
are his meditations on restlessness—the 
primal, contradictory human impulses to 
leave and return, and leave and return. 









Mesum am Pn 


Fiction, verse and criticism 





By the Lake. By John McGahern. Knopf; 384 
pages; $24. Published in Britain as "That They 
May Face the Rising Sun". Faber and Faber; 
£16.99 

Gentleness and warmth infuse this novel, 
which is a memorial to a rapidly vanishing 
way of life as well as a testamentto the en- 
during connections, both among men and 
with the land, which have shaped the Irish 
character and spawned its traditions. John 
McGahern's first novel since "Amongst 
Women" was published in 1990 certainly 
has been worth the wait. 





Big If. By Mark Costello. Norton; 320 pages; 
$24.95 

A vivid study of the American Secret Ser- 
vice and the panoply of lunatics that its 
agents try to keep away from Washington 
politicians and presidential candidates. 
While many other writers only dream of 
achieving greatness, Mark Costello's work 
should have been born with the words 
"Great American Novel" stamped on the 
front. 





Belonging. By Dick Davis. Ohio University 
Press/Swallow Press; 56 pages; $24.95 

A British poet married to an Iranian, Dick 
Davis teaches Persian literature in the Un- 
ited States. The cultural diversity of his life 
is reflected in the variety of his poems—in 
their skilfully handled formal range, in the 
scope of their subject-matter and in their 
commitment to an ideal of civilised life 
shared by many cultures. “Belonging” is a 
profound and beautiful collection, which 
stimulates, dazzles, surprises and delights. 





If Not, Winter: Fragments of Sappho. Trans- 
lated by Anne Carson. Knopf; 416 pages; 
$27.50 

A plain-spoken, elegant new translation of 
Sappho's lyrics-beautifully presented 
with the Greek text facing each page—by a 
classicist from McGill University, who 
has long mined Greek literature to 
tremendous effect and acclaim in her 
poetry and essays. 




















A Whistling Woman. By A. S. Byatt. Knopf; 
448 pages; $26. Chatto & Windus; £16.99 

The elegant construction and pervasive 
intelligence of this fourth volume should 
persuade older readers to re-read—and 
younger ones to pick up for the first time- 
the first three volumes of A.S. Byatt's great 
Frederica tetralogy. 





Family Matters. By Rohinton Mistry. Knopf; 
448 pages; $26. Faber and Faber; £16.99 

One of Canada's most talented immigrant 
novelists, along with Michael Ondaatje 
and Yann Martel, Bombay-born Rohinton 
Mistry richly deserves the plaudits he won 
for this intimate portrait of an elderly Parsi 
paterfamilias, whose struggle with his fail- 
ing body and his thoughtless offspring 
manages to be as comic, joyous and poetic 
as itis bleak. 





Finders Keepers: Selected Prose 1971- 
2001. By Seamus Heaney. Farrar Straus & Gi- 
roux; 464 pages; $30. Faber and Faber; £20 
Seamus Heaney is as brilliant a critic of po- 
etry as he is a practitioner, which makes 
this selection inspiring and indispensable. 





Dirt Music. By Tim Winton. Scribner; 416 
pages; $26. Picador; £15.99 

A nuanced portrait of three very different 
characters, set against Australia's hostile 
desertand its magnificent coastline, makes 
for a cracking page turner. This novel 
should seal Tim Winton's reputation. 





The Horned Man. By James Lasdun. 
Norton; 195 pages; $24.95. Jonathan Cape; 
£10.99 

Anintelligent and thoughtful New York ac- 
ademic, recently separated from his wife, 








suddenly feels hislife begin to disintegrate. 
Is hethe victim of a malign conspiracy oris 
he becoming truly psychotic? A startling 
and brilliantly mysterious debut. 








Everything is Illuminated. By Jonathan Sa- 
fran Foer. Houghton Mifflin; 228 pages; $24. 
Hamish Hamilton; £14.99 

This literary equivalent of a Marc Chagall 
shtetl painting tells two stories that collide 
in the cataclysm of the Holocaust. An 
imaginative and sophisticated first novel. 





Crow Lake. By Mary Lawson. Dial Press; 240 
pages; $23.95. Chatto & Windus; £12 

A compelling, slowburning story of a frac- 
tured family in the rural “badlands” of 
Northern Ontario, where hardship is mir- 
rored in thelandscape and tragedy is never 
very far away. W 
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Ne Win, the destroyer of Burma, died on December 5th, aged 91 


N THE winter of 1960, Ne Win, then 

prime minister of Burma, visited China 
to sign a treaty of friendship. He felt in- 
stantly comfortable with the Chinese, 
partly perhaps because of a blood tie 
through a distant ancestor, but mostly be- 
cause of the welcome he received from 
Zhou Enlai, the Chinese prime minister, 
who had the gift of charm, rare in China at 
that time. “We are almost brothers,” Zhou 
told him amid embraces. More impor- 
tantly, Zhou seemed to dispense power ef- 
fortlessly. His wishes seemed to be obeyed 
without question, with military-style thor- 
oughness. He had only one master to con- 
sult, Chairman Mao Zedong. On his way 
home Mr Ne Win contrasted the system in 
China with that in Burma. He was irked by 
the tedium of the democratic ways of his 
country since it had been granted indepen- 
dence by Britain in 1948. He was primarily 
a military man, holding the job of army 
chief in addition to civilian duties. Why, 
he reasoned, could he not run the country 
in the efficient, no-nonsense way he had 
witnessed in China? 

Mr Ne Win liked to watch, and watch 
again, a newsreel that had been taken of 
his meeting with Zhou. In 1962, he struck, 
leading an army coup that dismissed par- 
liament, scrapped the constitution and 
jailed most government ministers. He 


adopted the title “chairman”. Only one 
party, Mr Ne Win's, was allowed. When 
university students objected he blew up 
their lodgings. All land, industry and com- 
merce were taken over by the state, as they 
had been in China. Dance halls were 
closed, gambling was forbidden. Foreign- 
ers were expelled, tourism was abolished. 
No high-rise building was allowed; no 
neon signs, even for Coca-Cola. Burma be- 
came one of the most difficult countries in 
the world to enter. Mr Ne Win's one-man 
rule, during which the modern world was 
locked out, was to last for 26 years. 


These foolish acts 

The modern world was not too bothered 
about being excluded. Burma was not 
seen as strategically important, as Vietnam 
and Korea were. U Thant, the secretary- 
general of the United Nations from 1961 to 
1971, was for many people the "decent" 
Burma, whatever was happening inside 
the country. Nor, it should be said, was 
Burma an easy country to govern. For 
years before Mr Ne Win came to power 
some ethnic areas had been in rebellion 
against the central government. However, 
his policy of state control, isolation and re- 
pression made things worse. Ethnic 
groups became bolder. Opium chiefs ex- 
panded their fiefs and corrupted the sol- 
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diers sent to close them down. Burma had 
been the world's largest exporter of rice, 
but by 1973 could hardly provide enough 
for its own needs. Income per person fell 
from $670 a year in 1960 to $200 in 1989. 
Despite having good farmland, high qual- 
ity timber such as teak and minerals in- 
cluding oil, Burma was rated one of the 
world's poorest countries. 

Mr Ne Win was not a fool. He was of 
middle-class stock and briefly attended 
university. But he was foolishly in the 
thrall of obsolescent ideologies, the 
communism of China, a country he vis- 
ited a dozen times, and the former fascism 
of Japan. During the second world war he 
had been recruited by Japan to fight 
against the British in Burma, and became 
one of the leaders of a Japanese-run “inde- 
pendent” Burma, along with Aung San, 
the father of the country’s present demo- 
cratic leader, Aung San Suu Kyi. Both men 
joined the British towards the end of the 
war when the Japanese were in retreat. 
Aung San was murdered in 1947. Miss Suu 
Kyi says in her book about her father that 
he had planned to devote his life to “his 
family and writing”. Mr Ne Win, though, 
was committed to power. When he be- 
came dictator his slogan was, “One blood, 
one voice, one command”. As dictators do, 
he adopted a new name. Ne Win means 
“brilliant as the sun”. His real name, Shu 
Maung, means “apple of my eye”. 

Those who did penetrate the lost land 
of Burma emerged with a rare lot of travel- 
lers’ tales. Astrologers advised the dictator 
that nine was his lucky number, and he de- 
creed that only currency notes divisible by 
nine were of value. All others were de- 
clared worthless. He was said to have mar- 
ried nine times, although some reports 
said only seven. He liked to dress up to 
look like the ancient kings of Burma. He 
bathed in dolphin’s blood, believing it 
kept him youthful. He was obsessional 
about English and fined editors whose 
newspapers had spelling mistakes. 

In 1988 Mr Ne Win announced his re- 
tirement. A group of generals took over the 
dictatorship and marked the change by 
calling the country Myanmar, a traditional 
name. A surprisingly free general election 
was won by Miss Suu Kyi's democrats in 
1990, but the result was not honoured. It 
was assumed that Mr Ne Win continued to 
be consulted by the generals into old age. 
But his power seemed finally to have with- 
ered this year when some members of his 
family were accused, on little published 
evidence, of plotting a coup. His last public 
appearance was at a lunch he gave to Bud- 
dhist monks, 99 of them. He died, appar- 
ently peacefully, in his villa on the palm- 
fringed shore of Lake Inya, not far from 
Miss Suu Kyi’s own house. Whatever the 
power of numbers may be, he could count 
himself pretty lucky. m 
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SPECIALIST TREATMENT 


MSc Banking & International Finance « MSc Financial Mathematics 





MSc Finance, Economics & Econometrics 


Study for a specialist masters degree at one of Europe's leading business schools and enjoy the world-class facilities of our brand new building. These one-year 
courses provide the intellectual and technical foundations for careers in banking, securities markets and international finance. You will be taught by our 


internationally renowned academic staff, and also by high calibre practitioners from the City of London. Scholarships are available for outstanding candidates 


Email us for more information and a prospectus at: biffee@city.ac.uk or telephone: + 44 (0)20 7040 8611 quoting ref: Ec 13/12. www.cass.city.ac.uk 
Our next information sessions: 12 February and 26 March 2003 
Cass Business School 


Financial Econometrics, Financial Mathematics, Insurance, Internal Auditing, Investment CIT City of London 


Management, Logistics. Mathematical Trading, Real Estate. Risk Management and Shipping THE NEW NAME FOR CITY UNIVERSITY BUSINESS SCHOOL 


The business school offers specialist masters courses m the following areas: Accounting, Actuarial 
Management, Actuarial Science, Banking. Economics, Energy Trade, Entrepreneurship, Finance 
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You have the potential 


Boost your career through rigorous, innovative learning, relevant to international business. Experience 
the multi-cultural mindset and world-class faculty for which INSEAD is renowned. Now is your time to 
network with the best. Email: mba.executives@insead.edu or call + 33 1 60 72 40 12. 

Don’t wait. Selection is underway. 


The INSEAD Executive MBA 


Lift your career beyond expectations. 





www.insead.edu/EMBA 
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Binna sene iain ISMA 


The Anderson School at UCLA 


Global management perspective. 
Strategic thinking skills. 
Leadership acumen for senior executives. 


UCLA's STRATEGIC 


LEADERSHIP INSTITUTE 
July 27 - August 22, 2003 


* Take away results-oriented strategies to identify, attack, 


| and manage risk in a global business environment 
Professor Dominique Hanssens, 


DUG KNAPP Chair IA Managamont * Maximize competitive advantage by using the levers of 


information-driven marketing, process improvements, 
and industry dynamics 


e Strengthen leadership skills required for complex 

| 

Enroll Now! organizational change, to pilot your firm to increased 
+1 (310) 825-2001 market share, profitability, and stakeholder satisfaction 


execed @ anderson.ucla.edu e Develop immediate solutions to your own Applied 
www.execed.anderson.ucla.edu Business Case 
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The Cranfield MBA - 

develop Ta g to m O rrows Taught by leading experts from the world's top business 
schools, such as Columbia, Wharton and INSEAD 

leade rs Negotiation Analysis Jan. 22 - 24 


Advanced Valuation Feb. 4-7 

Real Options Feb. 10 - 12 
For those with e | Foundations of Finance Feb. 26 - Mar. 21 

Financial Risk Management Mar, 3-7 
determ Tale tila to lead Mergers and Acquisitions Mar. 10 - 14 

Financial Restructuring and IPOs Mar. 17 - 21 
and ats focus to succeed. | Financial Innovation in Corporate Finance — Mar. 24 - 28 





Advanced Asset and Liability Management — Mar. 24 - 27 


Stock Option and Foreign Currency 
Option Pricing Mar. 31 - Apr. 2 


Full-time 


an intensive 12 month programme 


For information, please visit our website or contact us directly. 
Tel: +31 20 §20 0160 www.aif.nl 
Fax: +31 20 $20 0161 info@aif.ni 


Executive Part-time 


a two-year programme involving 


MASTER OF 

INTERNATIONAL eS. 
DEVELOPMENT - MELBOURNI 
BY RESEARCH NMIVERSITY PRIVA 
Turn your hands-on experience in international 
development into a qualification 


regular attendance 


I] 


Executive Modular 


a two-year programme with 


eight residential modules 


This unique, distance education program for people working 
in international development anywhere in the world is offered 
by the School of Development Studies of Melbourne University 
Private. The School is a specialist teaching, consultancy and 
research centre with thirty years of international development 
co-operation experience. 


For details please contact: 
Maureen Williams 

Cranfield School of Management 
Telephone: +44 (0) 1234 754386 


Email: mbaenquiries@cranfield.ac.uk 


Minimum entry requirements include a good undergraduate 
degree, 2 years relevant full-time work experience and 
evidence of research capacity. The degree comprises a research 
methodology subject and thesis, and takes an average of 
2-3 years part-time to complete. 


Successful graduates are eligible for entry to the University of 
Melbourne's PhD in Development Studies. 


www.cranfieldMBA.info 


Q 
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A limited number of scholarships are available. 


Please contact: Rosalind King 
Email: mid&muprivate.edu.au 
Website: http://www.muprivate.edu.au/ 


Applications for the March 2003 intake close on 
14 February 2003. 





The Economist December 14th 2002 





Courses 


Readers are Recommended 


to make appropriate enquiries and take 
appropnate advice before sending money, 
incurring any expense or entering into a 
binding commitment in relation to an 
advertisement. The Economist Newspaper 







Ee ||, 15. 28009 Madrid was, 
BENE 12 839 | Fax: +34 014 3150 

E-mail: inio Q aliseda.com 
^ WWW. aliseda. com 


personalized effective courses 


Limited shall not be liable to any person for 
loss or Gamage incurred or suffered as a 
result of his / her accepting or offering to 
accep! an invitation contained in any 
advertisement published in The Economist 








Is YOUR CAREER 
MOVING SLO 










ROBERT | 
With a premier online education you can KENNEDY 
* Diploma in Business and Management COLLEGE 


è Executive MBA e Executive DBA 
è Diploma in Legal Studies 
* Master of Laws 


SWISS 
QUALITY 
EDUCATION 









For full catalogue and information: 
www.college.ch 
admission@college.ch 
Tel. +41 1 308.3908 - Fax +411 308.3512 «5 


Raber Kennedy 






DRE ^as beer 
yanted iege status 
Department of Educaton 


Imper lal Colle ege 


(oF SCI HNOLOGY AND MEDICINI 


j " 
de liverineg world-« lass V holarship education and Fesearci 





Department of 
Agricultural Sciences 
(Wye Campus) 


The Wye Campus of Imperial College offers an exciting 
portfolio of full-time Masters programmes including 
opportunities for distance learning and mixed-mode study. 

* MSc Agribusiness for Development 

* MSc Managing Rural Development 

* MSc Agricultural Economics 

* MSc Applied Environmental Economics 

* MSc Agribusiness Management 

* MSc Food Industry Management and Marketing 


* MSc Biodiversity Conservation and Management 
* MSc Environmental Management 

* MSc Environmental Science with Management 

* MRes Plant Biotechnology 

* MSc Sustainable Agriculture 


Please see our website at www.wye.ic.ac.uk 


For further details, contact Miss Anna Brewerton. Department 
of Agricultural Sciences, Imperial College, Wye, Ashford, 

Kent TN25 5AH. Tel: 020 7594 2617. Fax: 020 7594 2669. 
Email: a.brewerton@ic.ac.uk 


The College is committed to equality of opportunity. 
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the Innocenzo Gaspanni Institute for Economic Research 
(IGIEH), co-founded in 1990 by Sopon University, NBER 
and CEPR The IGIER hosts prominent Itakan and foreign 
scholars, and offers a unique environment for intellectual 


exchange and joint research 
Both programmes are entirely taught in English 


We offer financial supoort based on merit 
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' write to mec@uni-bocconi.it, phd.ecGuni-bocconi.it. 


Università Commerciale Luigi Bocconi www.uni-bocconi.it 





The World 


d in Your Class 


F MANAGEMEN 


o 


SCHOOL 


AM 


ROTTER OD 


RSM MBA 


* Full-time program designed for 
outstanding young professionals 


* MBA (in general management) & MBA/MBI 
(plus information technology) 


* Brings together participants from 5o countries for an 
intensive 15-month hands-on approach to management 


. 


A lifelong network of accomplished peers 


Starts every October 


Contact us 

Burg. Oudlaan 50,3062 PA Rotterdam 
The Netherlands 

Tel: +31-10-408-2222 

E-mail: mbainfoG rsm.nl 


RS M-C-* 


Rotterdam School of Management 


dE rem.niimbainto Erasmus Graduate School of Business 
NL 
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Applications are invited from outstanding candidates for 
one or more lectureships in Finance. Candidates. with 
strong research potential or research achievement in 
any area of Finance will be considered. Successful 
candidates will hold appointments within the 
Department of Accounting and Finance commencing 
September 2003. Salary will be within the appropriate 
range for this area. 


Further . details can be downloaded from 
www.ise.ac.uk/depts/personnel/iobs.him or please 
phone 020 7955 6183 or email recruitment@lse.ac.uk 
with: your postal address. Please quote reference 
number AC/02/18. 


Closing date: 10 January 2003. 
The School will be closed for the Christmas vacation 
from 24 December 2002 to 1 January 2003. 


The London School of Economics and Political Science is committed to 
equat opportunities and excellence in teaching and research 





COMMON FUND FOR COMMODITIES 





The Common Fund for Commodities (CFC} invites qualified candidates to 

apply for the position of Assistant Project Manager. The Common Fund for 

,. Commodities is an intergovernmental financial institution established by 
z: the United Nations. Its main objective i is to assist the Developing Countries, 

which. ane dependent on the production of primary commodities, through 
financing of commodity development projects. 

‘Duties and Responsibilities 

The Assistant Project Manager would be mainly responsible for 


evaluation of projects in the commodity sector. 
Requirements 
Post graduate degree in economics, agriculture, development or related 





capacity to work in an international and intercultural environment. 
Salary and Benefits 


The Common Fund offers a competitive tax-free salary based on the United 
Nations scales for professional staff, starting normally at the P2 level, 30 
days annual leave and applicable allowances. The appointment will be on 
a two-year renewable contract. 


Interested candidates are invited to submit their applications in English, 
including curriculum vitae, by 22 January 2003 at the address given below. 
Only short-listed candidates will be contacted. 





The Head of Personnel 
Common Fund for Commodities 
P.O. Box 74656 
1070 BR Amsterdam, The Netherlands 
Fax: +31 20 676 0231, E-mail: pcl@common-fund.org, 
Website — http://www.common-fund.org 


€— AAAA n anA Hane ATAA aR 


Men rp en ma NHANH oh ten Fe n nnt 


.. Courses 


E MBA/DBA/PH ID : leam, spanish 


: SIMS degrees by Distance Learning Yis. design. eur ee Miss be spanis and sing for ds M ^u 1 
a ouciculum. You will not study: material you. alheady - Xs P 3 LES 
lkhow or do not need. Mo exame: you learn. ‘through 


|. research & writing, No Bachelors or GMAT require 
. | Faculty are successtul business leaders/auttiors. 

į Faculty wanted. Rushmore: University, Vp8TSA 2S. JE 
| 8577. iofe2ügrishmore. edu WWW. rushmore. edu. 


. followed. up. by Subject. Matter Specialists . (SMS) under 
pas performance-based. contracts, Based i in the NDPTP Project Office 
| in Lahore City. the SMS will work and communicate off an 
i Internet s platforms in in a results driven environment. 


development, appraisal, startup, implementation, monitoring and F 


fields; several years of experience in the activities listed above, preferably. = e 
including loan financed projects; computer literate; excellent command of f 


English; working knowledge of French/Spanish. will be an advantág A ae ; m | requirements. for the year 2003 are given in the Terms. ot | 
^o] [ Reference (TOR). 


" e The positions of Subject Matter Specialists (SMSs) are as follows: 

















































VACANCY ANNOUNCEMENT 
NATIONAL DRAINAGE PROGRAM 
National Drainage Program Training Project 
(PAK/99/RO1) 


Subject Matter Specialists 


The Government of Pakistan has received a credit from the Japan 
Bank for International Cooperation (IBIC) to finance a large and 
comprehensive, five-year training program to enable the effective 
implementation of the National Drainage Program (NDP), 


The NDP Training Program (NDPTP). will deliver interactive, T 
process oriented training, focused on creating. competency and... 
building institutional capacity; imparting the skills, knowledge 
and attitudes required by Government Officials, staff of the 
provincial Irrigation and Drainage Authorities, NDP 
Stakeholders and Farmer Organisations to successfully plan, 
implement and evaluate the NDP. Extensive use will be made of 
modern Adult Education tools and techniques. 







Training courses will be: ‘designed, implemented, evaluated and 






ude, ud > Commitment to achieve de “objectives « of ih 


B National Drainage Program. Potential staff will be examined on 
.. their knowledge of the NDP and NDPTP. Prior experience in 
-= providing. training and technical support to UN System-financed 


projects. will be considered an advantage. Prospective staff must 
have excellent. command of English, and fluency in multiple 


m languages. of Pakistan is highly desirable. Anticipated input T ~ 





.L Integrated River Basin Management (IRBM) - International 

Position 

Public Utility and Change Management (PU&CM) — 

International Position 

3. Management Information Systems and IT (MIS&IT) — 
National Position 

4. Environmental Assessment (EA) ~ National Position 

5. GIS and Remote Sensing (GIS) — International Position 


Detailed Terms of References (TORs) is available on the UNOPS 
Asia Office website: http://www.unops.org.my. Please send your 
application by e-mail to: vacancies.ndptp@unops.org.pk and 
mail/courier hardcopy to the following address: 


ba 


Team Leader 
National Drainage Program Training Project (NDPTP) 
United Nations Office for Project Services (UNOPS) 
156-A, Shah Jamal Colony, Lahore; Pakistan 
Tel: 92-42- 7583821, ! 7534770, Fax: 92-42- 7588410 


The. deadline. for. | pim y of b ouk is Aussi 3 Ist 





7 The iinet minii 


Looking fora 
World position? 










The International institute for Geo-information Science and Earth Observation (TC) consists of scientific departments SES 
and support departments. Within the newly created scientific Department of Urban and Regional Planning and | = 
Geoinformation Management (PGM) two vacancies exist for professorial chairs, ae 










PGM's mission is to contribute to capacity building in the management and provision of geospatial information for urban and 
regional planning, decision making and land policy in the context of sustainable development and good governance with the. 
focus on developing countries. a 





ITC invites applications for the positions of 


PROFESSOR OF GEO-INFORMATION MANAGEMENT (M/F) 





MAIN TASKS 
S(he) will be responsible for the contribution of the field of Geo-information Management {GIM} to the execution of ITC 
sion, both within ITC and externally, through the development and dissemination of knowledge and skills in the appro 
use of modern design and business concepts, and supporting technologies for system and organization development in 
text of Geo-Information Management. n 










S(he) will be responsible for innovation in and the quality of education, research and advisory services on the design, 
ment, implementation and management of Geospatial Data Infrastructures (GDI. A 
The chair is also concerned with the development and performance improvement of Gl-organizations and with app priat 
planning, management and decision-making methods. > 


Furthermore (s)he will be responsible for: active leadership of the academic staff; stimulation of the performance and the d 













opment of the staff; teaching postgraduate students; supervising of PhD candidates and promoting cooperation with othe 
entific departments within ITC and with universities and institutions in the Nederlands and abroad. Professors sho 






to take up management tasks within the department and ITC. 


THE SUCCESSFUL CANDIDATE SHOULD 

Hold a PhD in a discipline related to geo-information, management sc 
Have experience in teaching and supervision of postgraduate students 
Have experience in research and consulting in developing countries -— 
Have proven experience in and a scientific publication record on research related to Geo-Information Management and 
more specifically in the design and implementation aspects of Geospatial Data Infrastructure di 
Actively participate in international and national scientific networks dealing with GIM and GDI 

Have experience in the management and leadership of a team of professionals/scientists 

Have working experience in multi-disciplinary projects 

Have excellent communication and presentation skills 


PROFESSOR OF URBAN AND REGIONAL PLANNING (M/F) 







iences, and/or system and organization devel 











*? 9 $$ & 







+». 9 # 












: MAIN TASKS | ee CIE 
. Mhe) will be responsible for the contribution of the field of Urban and Regional Planning to the execution af ITC's mission: This 
entails raising its profile both within ITC and externally through the development and application of knowledge and skills.in the. 
: reg. cu. . appropriate use of GIS and Earth Observation for urban and regional planning. Loud ec 5 
di are problem based and out: : n ; ; a , Dp 

put ted. have an interdisciplinary © he) is responsible for innovation in and the quality of education, research and advisory services on gec-information handling: - 
nd multidisciolinary character, and. Tor urban and regional planning in developing countries. This involves: the identification and definition of current policies and. 
are embedded in the pation 






projects. within this pros 











he nation > approaches for dealing with key issues in urban and regional planning; the development of methods and tools for identifying p 
d . and satisfying geo-information requirements of those involved in urban and regional development processes. S» EE 


* Furthermore (s)he will be responsible for: active leadership of the academic staff; stimulation of the performance and the devel- ds 
; opment of the staff; teaching postgraduate students; guidance and supervision of PhD candidates and promoting cooperation | 

with other scientific departments within ITC and with universities and institutions in the Netherlands and abroad. Professors: 
should be willing to take up management tasks within the department and ITC. UHR 


THE SUCCESSFUL CANDIDATE SHOULD 

* Hold a PhD in Urban and Regional Planning or a related discipline 

* Have experience in teaching and supervision of postgraduate students 

* Have experience in research and consulting in developing countries 

* Have proven experience in and a record of scientific publication on research related to the application of GIS and Earth 
Observation for providing support to urban and regional planníng 

* Actively participate in international and national scientific networks dealing with urban and regional planning, GIS and 
Remote Sensing 
Have experience in the management and leadership of a team of professionals 

* Have working experience in muiti-disciplinary projects 

* Have excellent communication and presentation skills 
















morsu ete CANS e RP E oH ENSE da 







ITC offers ; 
An inspiring and challenging international environment. A fulltime structural position at ITC with a cross-appointment witha |. 

Dutch University (for the Chair GIM: University of Twente, for the chair Urban and Regional Planning: Utrecht University). | 
Salary and conditions will be in accordance with Dutch university regulations, Gross monthly salary depends on experience and. | 
qualifications, and ranges from scale 15 to scale 16 (Hoogleraar A). i 
Additional information can be obtained by Prof. H. Ottens chairman of the Selection Committees, email: ottens@ite.ni (tel, «31 | 
(0)53-4874455) or Mrs, E.Leurink, email: leurink@ite.ni (tel. +31 (0)53-4874329). The institute will be closed from 23 December | 
till 2 January 2003. . i 
interested candidates for the position of Professor of Geo-Information Management and for the position Professor of Urban | 
and Regional planning are invited to send their application and detailed CV before 15 January to ITC for the attention of | 

Mrs. E, Leurink, Head Department Personnel and Organization, P.O. Box 6, 7500 AA Enschede, The Netherlands. eet a 





















E AAAA, ALOIS REPRE NN etd eerie 


Economist cL M i n UL . Research Unit Competitiveness and Industrial Change 


|... ECONOMIST 


TO ADVERTISE WITHIN THE CLASSIFIED SECTION CONTACT: The Wissenschaftszentrum Berlin für Sozialforschung (WZB) is see- 


London | king to appoint a junior economist as part of an EU-RTN research 
Ruth Fox aes on bsp id dep A in imamationa! p Tiy nod 

f , is for 3 years. The successful candidate will need a solid backgroun 
Tel: (44-20) 7830 7000 — Fax: (44-20) 7830 7111 in industrial organization with a keen interest in competition policy. 


ruthfox Q9 economist.com Experience with empirical research is a plus. The RTN program 
requires that the applicant is not a citizen of Germany. Please send 
New York the usual application documents until 31 March 2003 to 


Beth Huber 
Professor Lars-Hendrik Róller, PhD 
Tel (212) 541-0500 Fax: (212) 445-0629 | Wissenschaftszentrum Berlin 


bethhuber € economist.com Reichpietschufer 50, D-10785 Berlin, Germany 





en 


nre 
EU 








Ec in the cere and s Moules And who economists are at tthe outing edge of iterations esearch? 








Parliament, the Bank of England, HM Treasury and the European Commission are just a few of the 
a Secelon anne bodies which rely crucially on our information and analysis. 














~ Our statistics are constantly i in the media. We measure all facets of national life covering virtually all aspects 
of social, economic and business policy. PN 





-. The UK's economy is getting harder to measure, especially given the growth in services. For example, how 
would you measure the output or price of computer services, or. of banking services? At ONS Newport we : 
X. need talented people to help us take forward cutting-edge research into economic measurement challenges; " : 
"^. much of this is conducted with our international partners and so some international travel is required. 








— We are looking for graduates with a degree including a substantial economics content. The minimum 
requirement is for a 2:2 degree. A postgraduate degree is also desirable but not essential. We are looking 
T to employ new graduates as well as economists with experience (including one or two senior appointments). 


Starting salary for new graduates is as quoted above. However, the level of appointment will depend on 
qualifications and any relevant experience. Benefits include generous holiday allowance, excellent pension | 
-= scheme, annual performance awards, flexible working hours and access to on-site facilities such as gym, 

^ restaurant, shop and library. 


For more details and application form call 01633 812285 or e-mail newport.recruitment@ons.gov.uk 
i Alternatively visit the recruitment pages of www.statistics.gov.uk 


l ZE: The closing date is 8 January 2003. 


ONS is an equal opportunities employer.. 













1 Centre for Human Rights 







r Human Rights calls for applications for the position as 
search Department. The ideal candidate is a researcher having 
“ease round within law. Applicants with social science backgrounds 
sor related fields wHt also be considered. 










| The successful candidate will have academic qualifications at professorial 
-] level management skills and good interpersonal skills. Candidates with 
T experience in dissemination of research information, experience working with 
national and international research networks and ability to take part in an 
cL interdisciplinary scientific. environment Will be preferred. 








Closing date: will be 10 January 2003. The Danish Centre of Human Rights is 
located in Wilders Plads 8H, DK-1403 Copenhagen K, Denmark. 







c For further ‘information you are kindly requested to visit our website, 


ae A Judi ehe Fr Hoare is st January 2003 3. the Ceritre ve vill be pani ‘of the Hew. Dani: sh Centre: 
MN dd International Studies ; i ae Meer the name af institute Lor Human Righis. 
















need an outstanding record of personal achievement i in research 
| teaching. and, viai MUR ariel senior staff, ee wit i ind a Pi role 









Professorial ins and the opportunity for inis EO via Executive 
teaching. Furthermore, WBS provides the opportunity to. work with an 
ternationally recognised facuity and high quality students. . 


I Professor i in Accounting 


- Z App ications sought in the area of Fi "inancial Reporting, particularly if 
2 coengaged in quantitative approaches tothe discipline; although academic 
[expertise in other areas at Accounting is also of interest. 


: Further information is available at www. jobs.ac.uk/jobfiles/AC 1649 html 


|. Professor in Finance Ref: 19/8A/02 


You will need. art excellent record of scholarship and academic leadership 
with a distinguished record of research in Finance evidenced by 
publications.in high quality, internationally recognised Finance journals. 


3 Further information is available at www.jobs.ac.uk/jobfiles/AC 1650. html 


‘Professor in Marketing Ret: 19/3A/02 
The study of Marketing at Warwick ernbraces such topics as branding, 

7 x shareholder value, new product entry, segmentation, innovation and 
networks, although applications in any aspect of mainstream Marketing are 
ot interest. 





T Further information i is available at www. jobs ac. cui obiil lesiAC 1651. html 
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Ref: 19/7A/02 


d 





Closing date for applications is 24 January 2003 5 











/ OPEN SOCIETY INS 


+ ; ; 
Project Manager . 
The Local Government and Public Service Reform Initiative (http:;/lgi.o 
of the Open Society Institute, a non-profit organization, seeks candidates: 
above position, to be based in Budapest. 


Major responsibilities include: | 

è developing plans and strategies for advancing government. r 
in the countries covered by the network of the Soros founc 
(http://www.soros. org/minidir/index tml) 

€ developing and proposing projects, and ient ying potential partr 
address identified needs 

e administering, monitoring and evaluating projects funded {or othi 
supported ) by LGI and /or national Soros foundations = 0 

* devising and implementing a strategy to develop one of the LGU/OS 
ject areas that include local development, social service delivery, urb: 
vices and infrastructure, public sector management and reform, an 
decision making and citizen participation. 


The ideal candidate preferably has an advanced degree in public adisitiat 
public policy or economics, has worked in s i or in a policy cent 
has experience in proje ect management. 

Applications to applic tions a a imum CÓ 
stated i in the subject tine, n mo later t 









WARW IC] 


BUSINESS SCHO4 








or theoretical ly driven empi ti ical re 





Further information. is aval lable at www i 





Professor in Management/Associate D Dean 
(Executive Programme) “Ref: 19/6 


The Executive Programme forms.an important part: at the School's portie 
providing both-open and customised management training courses: fot. 

corporate customers. In this role you will also join one of. the School 5 six 
subject groups. You will need significant experience of executive educa 
and excellence in teaching, together with an international research reco) 


Further information is available at www.jobs.ac.uk/jobfiles/AC1654.html 


informal enquiries may be made to Professor Robin Wensiey, Warwick 
Business School, at Robin Wensley@warwick.ac.uk j 


Further particulars can be obtained from the Personnel Office, 
University of Warwick, Coventry CV4 FAL Tel: 024 7652 3627. 
email: recruit@warwick.ac.uk Please quote the reference number 







www.warwick.aa 





the. priviticatiou" economical effects in Romania and other Central and Eastern European countries; 
of the results of privatization using different privatization methods; 


ations as tO the div estiture strategy "or the remaining companies in which the state holds a majority position as well as in which the state holds a nm 


ndicators ı to be "— bón the privatized companies, provide support in designing a data base with these indicators and based on this data base i 
‘ay of processing the figures; 


Teport with the conclusions resulted following the overall assessment of the privatization process in Romania. 


The Ministry of Public Finance Ù 
Interested individual consulta 





rough the PIBL Project. Management Unit now invites eligible individual consultants to indicate their interest in. providing these services, 
aust provid ec de their Curriculum Vitae including information indicating that they are qualified to perform the services (academic backer, m ed 
(perience in similar conditions, availability of appropriate skills, etc.). The consultant shall have: (i) at least 10 years of overall experience MES 
advisor to Government's. officials in. Central and Eastern Europe or in-depth experience in a reputable investment bank in the research — : 
n undertaking research analysis of the economical. outcome of the privatization process at the country level, with experience in advising: DE 
government. and ang privatization, (Hi) thorough cross-country privatization knowledge in the industrial and financial sectors. — | 





D The Curtic i la Mitae must be delivered to the PIBL Project Management Unit, Ministry of Public Finance, for the attention of Ms. Nicoléta. Bala at the frst st address below w ; 
.:Jamiary 003. 16:00 hours local time. No applications will be accepted after the deadline. 


sultant will be selected in accordance with the procedures set out in the World Bank's. Guidelines: Selection aid Employment 
uary 1997, revised September 1997 and January 1990 x the evaluation of the Curricula Vitae, the Mic the t 
he terms of Y reference for the assignment. and ented e onti i 





nds monie by the E of. Netherlands, aa to ku a grant to 
in i pao of the vane i te i 


“the State ‘Gunenkip TAPAPS; in in vago management an di sti 
reform. 


.. The duration of the assignment will be at least six ditis and spicitic work under tis project will esas without being limited to s 
Ki Provide advice ead d manage the privatization: sales pros i P es 








al opini ion dif r spects related to 2 the banks’ priva OF T 
Review ind. assess if the work performed by the seletd i inve men! ank is ne with the international best. practices in the f eld 





i investment bui: Gi) exteciise hands-on. experience in the pri ratization 
nd an the. banking system. 









> The Curricula Vitae must be delivered to: the PIBL Projet Unit, E Ministry of Püblic Finance, for the attention of Ms. Nicoleta Bala at the first address below 
January 36. 2003, 16:00 hours local time: No. applications will be accepted after the deadline, 


An individual consultant will be selected in accordance with the procedures set.aut in the World Bank's Guidelines: Seleċiion and Employment oft ‘Concubine by World Bank : 


Borrowers, January. 1997, revised September 1997 and January. 1999, Upon the evaluation of the Curricula Vitae, the consultant with the best qualifications. and references. j will S 
be provided the terms of reference for the assignment and invited to negotiate the contract. 





ovo Interested individual Ropes tans may obtain further information on this assi 
local time. 





gnment from APAPS at the second address shown below every working day from GB ae 


AU ( Ms. Nicoleta BALA - Director, PIBL Project Management Unit 
l Ministry of Public Finance 
17 Apolodor Street, 4th floor, room. 405, Sector 5, Bucharest, ROMANIA 
Tel: 440 21 336 85 33, Fax: 4-40 21 312 42 84, E-mail : nic 






y Ms. Adriana MIRON. - Director, Head of the Project implementation Unit 
"Authority for Privatization and Management of the State Ownership 

. 80 Cpt. Av. Alexandre Serbanescu Street, Sector 1, Bucharest, ROMANIA 
Tel: 440 21 303 63 69, Fax: 440 21 233 32 82, E-mail: droi & apaps.ro 










| | ability to meet deadlines. 









ECONOMIST — WEST & EASTERN EUROPE 


Business Monitor Intemational (BM), leading online publisher of country ris and forecasts on global 
markets, is recruiting an experienced economist to analyse/torecast risk and macro variables for 
European countries. Understanding of applied economics, time-series econometrics, excellent writing 
skilis and ability to meet deadlines required, knowledge of sovereign risk/risk ratings desirable. 


ANALYST /ECONOMIST — LATIN AMERICA 


BMI is also recruiting a graduate analyst/economist specialising in risk analysis and macroeconomic 
forecasting for Latin America; requires good Spanish, knowledge of region, excellent writing and 


ee GOVERNMEN OF PUNJAB - 
DIRECTORATE OF DISINVESTMENT - 
SCO No. 53-55, Sector 17-D, Chandigarh-160 017. 
- Phone - 91 -172-730 733 
Invitation for "Expression of Interest (EOI)" for stor 
Sale of Shareholding in Punjab Tractors Limited . 
Sahibzada Ajit Singh Nagar, Near Chandigarh - 160055 D 


This announcement is neither a prospectus nor an offer or invitation 
for sale to the public of securities. : 


Punjab State Industrial Development Corporation Limited (PSIDC). a 
Government of Punjab (GOP) undertaking intends to disinvest its entire 
equity shareholding of 23.49% held in Punjab Tractors Limited ("PTL"), 





































Excellent career opportunities in high brand company, with competitive salary and conditions. 
Send CV and covering letterto: Colin Sykes at BMI, 179 Queen Victoria St, London, ECAV 4DU or 












ARV A rre e Raten Een mi MA Per nn s bern enc Peer mh HR RE preme rsen reruma praem mao 





Postdoctoral fellowships will be 
awarded for the 2003-2004 academic 


Csykes @businessmonitor.com. www.businessmonitor.com 








The 


Economist Intelligence Unit 


Economist 








Economist/Analyst 
China 


Based Central London 


The Economist Intelligence Unit has an unrivalled reputation for providing 
international companies with independent analysis on the political, economic 
and business environment, and publishes comprehensive macroeconomic 
forecasts on nearly 200 countries. We are seeking an economic analyst to join 
our London-based team of Asia specialists to focus on our expanding coverage 
of China. 


The successful candidate will help produce our core analytical content on China 
and other Asian countries, and co-ordinate with colleagues in Hong Kong and 
London on business coverage and any special reports. We offer analysts the 
opportunity to work in a challenging, fast paced environment where enthusiasm 
and flair for the subject are the norm. The role will involve travel to China 
and you will need te build and maintain regular contact with government, 
business and media figures. You may also be involved in presenting to 
clients and conferences, 


Candidates must be PC literate, able to demonstrate in-depth knowledge of 
applied economics and a detailed knowledge of the politics and economics of 
China. Excellent written English and editorial skills are essential, as is the 
ability to meet regular deadlines. 


If you want to develop your skills and career with a global leader then please 
send your CV (preferably by e-mail) with a covering letter and details of current 
salary to the address below. Non-EEA applicants will need to obtain a UK work 
permit. Please quote reference EIUTOE. Closing date: Monday January 6th 2003. 


The Recruitment Office, The Economist Intelligence Unit, 15 Regent Street, 
London SW1Y 4LR. E-mail: recruttmentfour@economist.com 


Án Economist Group Business 


———Ó——X——————— á 


Business & 


p Adotube 
Personal 


University of California, 


Berkeley IMMIGRATE TO CANADA 


“We Can Help” 


30 Years Experience in Inunigration Matters 
The hes frm of Songen & Peterson 
http: //wwwsomjen.com 
Email: somjeniisompen com 
Suite 816, 1240 Day Street, 


S.V. Ciriacy-Wantrup Fellowship 


Toronto, Ontario, Canada, MSR ZAT 
Fel: 1159922 8083 Pax: 04160922 4234 
“We Can Help" 


| Preliminary Information Memorandum (PIM) containing further 


r www. presierterprivo oom 





through strategic sale to a Strategic Investor (SI). 


KPMG india Private Limited has been appointed as the financial advisor 
by the Directorate of Disinvestment, Government of Punjab for the 
proposed disinvestment. 


PTL was promoted by PSIDC to comercializa the indigenous tractor 
developed by the Central Mechanical Engineering Research Institute 
(CMERI). PTUs plant is situated at S.A.S. Nagar (Mohali) where 
production commenced in the year 1974. The production capacity of 
tractors is currently 60,000 nos. on a 2 shift basis with the creation of an. 
additional production facility at Chapper Cheri (Ropar) and upgradation 
of the other plant. PTL's product line also includes Combine Harvestors 
and Forklifts. PTL has, over the years, promoted two companies, 
namely, Swaraj Mazda Limited (manufacturer. of light Commercial 
Vehicles with Mazda technology) and Swaraj Engines Limited, 
(manufacturer. of Diesel Engines in collaboration with Kirloskar Oil 
| Engines Ltd.) and PTL has an equity shareholding of 33% and 29% in 
these companies respectively. PTL also holds aa pronmathiy 24. 19% | 
| equity shareholding in Swaraj Automotives Limited. 






















| information about PTL, qualification requirements, formats for EO! can 
be accessed at the website www.pbdisinvest.nic.in and / or 







^A NATIONAL NETWORK OF 
SCIENCE LEARNING CENTRES 


Invitations for Expressions 
of Interest 


The Department for Education and Skills and the Wellcome Trust wish 
to set up a nationally focused centre with up to nine supporting regional 
centres to deliver continuing professional development to science 
teachers and science technicians. Both the Department and the 
Wellcome Trust will be contributing substantial finance to these centres. 


We recognise that science teachers and science technicians are the 
most important element in our continuing effort to produce the best 
scientists in the world. We invite Expressions of Interest from 
organisations that share our commitment to providing science teachers 
and science technicians with access to training and continuing 
professional development at every stage in their careers. 


Organisations that are interested in either developing the national centre 
or. one or more regional centres should go. to either the Department's 
website www.dfes.gov.uk/sciencecpd or to the Wellcome Trust's 
website, www.wellcometrust.ac.uk/cpd, and click on the icon marked "A 
National Network of Science Learning Centres" to download the Word 
documents entitled "Guidelines for Applicants" and "Application Form". 


Organisations interested in tendering for the national centre should then 
return four copies of the application form to Peter Finegold, Senior 
Project Manager, Consultation & Education Department, The Wellcome 
Trust, 210 Euston Road, London NW1 2BE. To be received by noon on 
7th February 2003. 


year to support the advanced research 
of scholars working primarily in the 
areas of Natural Resource Economics. 


Further information can be found at 


httov/research chance berkelevedufciriagy |. 


Applications must be postmarked by 
January 13, 2003 


Offshore Corporations 
Banks, Trusts, Foundations 
Bank A/Cs, Credit Cards 
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Organisations interested in tendering for one or more regional centres 
should then return the application form to Jenny Baker, Science. in the 
Curriculum Team Leader, Curriculum Division, Department for Education 
and Skills, Westminster Suite, Caxton House, 6 - 12 Tothill Street, London 


|. SW1HS9NA. To be received by noon on 7th February 2003. 
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. The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed professional firm. 
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Tel: +357-24-636-919 
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facilitating offshore and international 
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* Solutions for Expatriates 


+ Trading or investing internationally 

Sils-Maria = 6 miles from bustling St. Moritz: : EEE OS SSS TERE 
An unspoiled and peaceful alpine village amidst gleaming lakes + | | JAMMIN i Bie 

impressive mountains. And above it ali this remarkable « historic | | mans Hurts 

hotel, family owned and managed ever since it opened in 1908 


2002-2003 winter season: Dec. 13 to April 23 
2003 summer season: June 12 to Okt 26 
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Contact David Stevenson 
for further information: 


Grand, but friendly and relaxed; children very welcome! Great | 
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| | F: +44 (1624) 811081 
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liil Economic and financial indicators CEEA 


Overview 


America's economy is rebounding slowly, 
even if some workers may find this hard to 
believe. The unemployment rate rose to 696 
in November, up from 5.7% in October. The 
new figures take unemployment to a level 
last touched in April. Payrolls fell by 40,000, 
the biggest drop since February. The workers 
who remained are happier with their pay, 
however, after chalking up an average 2.9% 
wage riseinthe yearto November—although 
this was less than the 3.996 pay risea year 
ago. 


Inflationary pressures increased in the euro 
area in October, according to an index pub- 
lished by the Economic Cycle Research Insti- 
tute. Although overall risks of inflation 
remain largely subdued, this month's rate- 
cut bythe European Central Bank might in- 
crease them a bit. France's consumer-price 
inflation rose to 2.2% in the year to Novem- 
ber, up from 1.9% in year to October. There 
was no let-up in Germany's economic woes. 
Industrial output fell in October by 2.1%, 
suggesting that GDP growth will be even more 
sluggish in the fourth quarter than ex- 
pected. Spain's unemployment rate was 
11.7% in October, up by more than a per- 
centage point from a year ago. 


Sweden's economy grew by 2.0% in the year 
to the third quarter, slightly higher than the 
1.9% expected, but down from 2.4% in the 
yearto the second quarter. 


Revised figures for Japan's economic growth 
in the third quarter are only a slight improve- 
ment. GDP grew by 0.8%, an annualised rate 
of 3.295, up from earlier estimates of 0.796 
and 3.0% respectively. 


Canada's unemployment rate edged down 
slightly to 7.5% in November, from 7.6% in 
October. 


Britain ran a record trade deficit in goods of 
£3.6 billion in October as exports fell 
sharply. The deficit in goods and services was 
£2.6 billion, up from £1.8 billion in Septem- 
ber. Manufacturers have been hit by the 
weakness of the euro area: goods exports to 
the EU fell by 5.6% from September's level, 
contributing to a decline in manufacturing 
output of 0.7% in October. These figurs offer 
further evidence of imbalances in the British 
economy: GDP growth is being sustained by 
buoyant public and consumer spending, but 
business investment has plummeted and ex- 
ports have been suffering because of weak 
overseas demand. | 
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Output, demand and jobs 
% change on year ago 
The Economist poll Industrial Retail sales Unemployment 
GDP — ^ _GDP forecasts production (volume) LL frate —— 
ccc LEN,  iyear — 2002 — 2003 — ^ latest —  —— latest — latest ^ yearago 
Australia — — «35 +37 Q0 «36 +33 č +27 Q +54 03 6.1 Nov 68. 
Austria +25 +09 02 +06 +16 -19 Sp +04 Ag 41 Ot 38. 
Belgium — — - +12 +08 0 +06 +17 + 3.0 Oct — -6.5 Sep — 116 Nov! 10.8 — 
Britain — — -34 +18 @ +16 «25 -12 Oct +60 Oct 53 Sell 5.1. 
Canada *3.1 +40 0. +34 +32 55 Sp +70 Sep 7.5 Nov 7.6. 
Denmark —— -38 *09 03 +16 +20 ml Sep +75 Oct 54 Oct 50 
France — £09 +08 03 +10 +18 -06 0t +27 Ot 9.0 Ot 87 
Germany — +11 +04 03 +03 «11 -14 Xt — -11 Oct — 100 Novi 9.5 
Haly — 85 £11 +05 0 +04 +15 č * 12 Sep — -2.7 Sep —— 90 Ju 95- 
Japan — O O o +32 +13 03 -05 +07 +53 0t -18 Ot 5.5 0t 54- 
Netherlands +03 +01 @ +03 +14 -14 Ot +09 Sep 24 Oct™™ 2.0- 
Spain +32 +18 Q +19 «24 +41 Xt — na — 11704 106 
Sweden +16 +20 03 417 +23 «115p +74 Sp 37 0d! 40. 
Switzerland — « 13 +06 03) ml — «12 2.0 02  -11 Sep 33 Nw! 21 
United States +40 +32 03 +24 +26 +12 Oct +06 0d 6.0 Nv 56- 
Euroarea +13 +08 03 +07 +15  -0.6 Sp -06 Sep 84 0d 80- 


*% change at an annual rate, tNot seasonally adjusted. Touty-Sep: claimant count rate 3.1% in Oct. SEU harmonised rate 8.4% in Nov. 
**Aug-Oct. 





Prices and wages 
% change on year ago 
The Economist poll 
Consumer prices consumer prices forecast Producer prices Wages/earnings 
TU NEN NC MERI NE 2 T——Pi2. Oe ago _latest_ year ago 
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Money and interest rates The Economist commodity price index 
1995-100 




















Money supply* LL LL Interest rates % p.a. (Dec 11th 2002) u % change on 
“fe change on year ago 3-mth money market 2-year 10-year gov'tbonds corporate id a oa cu pin 
narrow — broad — latest — yearago —gov'tbonds — latest — yearago bonds = Soilarindex —— idc RM C 2E 
Australia —— - 67 — «101 0a — 484 —— 430 463 545 956€ 645 — items — 761 762 757 -02 «154 
Britain t Tum ee wb LLLI uuu Lu Cpa ggg. 293 7281  — L2. 0 
mc MU m Xe Go ee 7o 
Bum 0311 e 14 218 41 a DALRO TA 822 ai 
den — 42 4d at? un 9à3368 371 MEC E TRE R ae Zh) ^ Nat - 34 738 748 *40 «7A 
BiseuM "11: 1n. 0 — 048 — 138 —— 15 —— 7:225 — 101 — 9 Mb. 00. 105. 01 007 X19 
t — L3 172 18?  — 399 490 632 Sterling index | 

tn mel Bi 670 ot E 292 — 335 293 — 431 46 OT A ems . 769. 767. 793. 109 134 

*Nartow: M1 except Britain and Sweden MO, broad: M2 or M3 except Britain M4. ÍGermany for bonds, Benchmarks: US 30-year 6.91%, Japan Euro index 
No:244: 1.01%, Central bank rates: US fed funds 1.25%, ECB refinancing 2.75%, BOJ overnight call 0.002%, BOE repo 4.00%. Sources: Allitems — — 100.8 100.5 ^ 98.6 —- 0.1 +16 

Bk, J.P. oe Chase, gra Bank of Canada, Stockholmsbórsen, UBS Warburg, Global Insight, Westpac, Thomson Yen index 


Ali items 98.6 100.9 99.5 + 3.5 412.9 


Antara at a a Ij III NIHU TTD A E AA N e m PA Sa qiie i ARI eS iniri ivit mmt ener re sem Pt e N NA RI AP mia omen purs hr 








"Market indices 
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L1, 008 oo one record Dec 31st 2001 
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currency terms — 










IL -— . 2914  — - 22 -5 i — -338 — -250 
-ai . 595 . - 18 — -419 -12 - B5. 

v(Affarsvarlden Gen) — 157.4 —— 236.8 — 122.] -24 ^ -60.] ^ -320  -209 - 

farket) —- Liu aser E -23.6 -13.2 

United States (ua) 8588.1, 635.3 — 7,2868 —— - 17  — -267] ^ -143 -143 
Gated see P500) 905.0: 11725 7768 ^ - 14 -408 ^ -212  -212- 
Comp) 13966 20594  LIM.l — 2.4 — -723  -2&4  -284 

Bem (ASE Erte 300) 893.5 1,279.7 797.2 EM T ER ~47.6 -29.1 +197 


—————————————— ly 





755.4 4 





E “Ine euro term tgan Stanley Capital bcd index "s individual markets listed above ptus eight others, in dollar terms. 
Salomon Smith Barney’ Note Government Bond Index, total return, in $ terms. 
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< Trade, exchange oe and budgets 












Currency units Budget | 

















Trade balance*, $bn Current account Exchange rate 
latest 12 $bn The Economist poil trade-weighted! per per per per balance 
months latest 12 mths w of GDP, forecast 1990=100 $ £ euro — Y100 % of GDP 
—— ea Qd NOTE Deciith yearago — — — 0000 1 2002 
Australia — — - 3.3 0t — — — - 143 Qd3 — 38  , 1&5, , 732 , 1B &— 194 —J— 2.81 178 — 145 | 01 
. -09 100985 1003 ^ 099 ^ 113 ^ 156 ^ - 080 ^ ^ -16 
... 10018 ^ 99. ^ 099 113 156 ^ - 080 mtl 
ce TPB Q2  L£9., ad 105.7 — 106.4 0.63 — 0.71 ^ — - 0.63 051 ^ ^. -14- 
1. 76.2 76.8 - 156 157 2.45 1.56 126 0.6 _— 


103.5 1023 7.30 838 11.6 7.36 5.97 2.2 











.. .10308 1018 0.99 — 113 — 156 — - 080 27 

Germany — — 1129 Ot +387 0d +l Sit MM 98.7 0.99 113 — 156 — - . 080 3I 
ART Od ——— - 10 Sp o ml — -01  — 7358 727 0.99 — 113 — 156 — - 080 23- 
Japan — + 89.3 Oct *1139 0d +28 +28 — 129.8 1334 O o OOO 1235 12494 — 1233  - TD 
Q +30 +32 9928 981 0.99 113 156 = 080 08 

Spain 36.9 Sep = 142 Aag — -231 — -19 o —  — 75.08 — 74.3 — 0.99 ^ 1.13 1.56 ^ - 0.80 — mi - 
e 0 a ee 40 — we e ee Ar. 
Switzerland — * 44 Oct — 227 Q» — »102 ^ «105 1144 1120 146 166 230 146 118 à ma 
United States -452.7 Sep ^  -428.8 02 -48 ^ -50 ^ 113.4 qb o 2) - 2.188 100 081 A 34i 
83.2 78.9 0.99 1.13 1.56 - 0.80 -2.2 


—————————— RAPI Po P I—— PHÓ A AA A ARAA E RG de do AN i A A AA i td MIMI HAE LIE RRR LER RRR w EE EE E EE A N AAA ER E E el 


*Merchandise. Australia, Britain, France, Canada, os and United States imports fob, exports fob. All others cif/fob. TBank of England except SIMF, October average. OECD forecast. 

















Turkey's economy grew by 7.9% in the year 
to the third quarter, down from 8.8% in the 
year to the second quarter. 

Justas Brazil's new left-wing government is 
starting to craft its economic policy, the old 
foe of inflation is starting to rear its head 
again: consumer prices rose by 10.9% in the 
year to November, the first time the coun- 
try’s inflation has been in double figures 
since November 1996. Elsewhere in Latin 
America, Chile’s consumer-price inflation 
was unchanged at 3.0%, Colombia’s rose to 
7.1% and Mexico's climbed to 5.4%. 
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% change onyearago — Latest 12 months, $bn Foreign 


GDP Industrial Consumer Trade Current reserves* 
production prices balance - account . $bn, latest 


China + 8.1 03 +14.5 Nov - 0.8 Oct 430.0. oc +17.4 2001 263.0 Sep 

















——— amanina 
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Hong Kong +33 Œ -112 Q2 - 16 Oct -7 Oct 4157 a2 111.0 Nov 

















———Á 





India + 6.0 Q + 6.1 Sep +41 Oc ~i Oct +20 Œ 63.6 Noy 


























Indonesia +39 0 -7.6 JA +10.5 Nov +26,3 ot +69 o2 29,0 ot 
Malaysia — + 5.6 Œ * 6.4 Ot +22 Ot —  *13.0 Ot — 4 6.9 02 — 32.7 Ot 














Philippines +38 03 ~ 4,9 Sep + 2.5 Nov + 2.6 Sep +5.9 Aug 12.9 Nov 


Patisserie ia rni eve rama 














Singapore «+ 3.9 03 +118 0n -02 oa +78 Ot 4189 0: 802 Nov 

















South Korea 45.8 Q0 +12.7 Oct + 3.5 Nov *11.3 Nov + 6.2 üt 116.3 det 








Taiwan * 48 03 *7.4 Ot - 0.6 Nov +18.1 Nov 425.0 03 159.1 Nov 


Me vetare reale a PPM PRA III 





Thailand +51 0? + 8.9 det 4 L2 Nov 44, Oct + 7.5 Oct 36.4 Oct 


Argentina -13.6 a2 ~ 3.4 Oct +40.5 Now +15.6 Get 43.9 a2 9,9 Oct 


€ÓÓ—————Ó———————M————————————————————Á————HP— ————— 














Brazil * 2.4 Q3 + 8,9 Oc +10.9 Nov +12,2 Nov ~10.8 Oct 35.9 Oct 





Chile +18 B + 7.1 Qc + 3.0 Nov + 2.6 Oct + 0.9 93 14.9 Oct 


Colombia + 1.9 43 + 2.8 Sep + 7.1 Nov +0.2 Sep - 1.3 02 10.6 Oct 


Mexico +18 B - 0.6 Sep + 5.4 Nov ~ 8.8 Oct ~16.1 03 46.1 Oct 


Peru + 7,3 Sep + 3.1 Oct + 1.5 Nov + 0.3 Sep ~ 1.0 o 9.4 Oct 


Venezuela -5.5 3 ~ 6.6 Jul +30.7 Nov 411.4 3 +49 B 8.2 Sep 
Egypt + 4.9 2001! + 7.8 20011 + 2.8 Oct ~ 8.0 Aug nii a2 12.8 Aug 


san tara GR —————————————————————s———————————— P PPP P—— M! PÓ(— PrÓÓ;M—9— (PHP AN e 


Israel ~ 0.8 B - 0.2 Sep + 6.9 Cet ~ 6.3 Nov -~ 2.6 Q 24.1 Nov 


— ——— Ón€ 











— —————————— ———— ———— aaa 





—— — —— M C BÀ — PEPPER PPP e ain aaa a —————] 


South Africa +31 B + 4,3 Oct 414.5 Oct *3.7 Oct nil Q3 - 5.07 Oct 


—————————————————————————————————————————————————————————M————————— —— — P  ——— —— 








Turkey +79 B +11.8 Oc +31.8 Nov -11.7 Sep — 4 0.8. Sep 25.6 Qc 








Czech Republic — + 1.5 0s + 3.5 Oct + 0.5 Nov -3.0 Ot -42 w 22.5 Nov 


ER 





——————————— P! 


Hungary * 14 ü - 0.6 Oq * 4B Nw -29 Oct ~2.9 Ot XJ 9. Oe 





Poland +08 Qz 





— —M 
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£32 ot +11 og -10.1 0d — - 6.3 Oct 28.5 Nov 








— ————— M Á——— ET 


Russia *41 Qe + 3.9 0d 415.2. Nov +44.1 Od — «27,6 .Q3 43.0 Oct 
* Excluding gold, except Singapore; IMF definition. Fear ending June. tNew series. 
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Currency units Interest rates — Stockmarkets -: % change on 


g 
s 
€——À €————————————Á( m AE a a 


per $ per£ short-term Dec 11th Dec 31st 200 


eere erret tnt RH Ln 


Deciith yearago  Deciith % p.a. one in tocal in$ 
week Currency terms 
China 8.28 8.28 13.0 na 1,441.7 -2.5 ~ 15.8 ~ 15.8 


ponen ———————————————— ÁQÁ—Ó————— —"— e AAA A I a AVE AAAA A AAA AAAA A AAA A A AA AAAA 


Hong Kong 7.80 7.80 12.3 1.54 9,784.6 224 -441  -142 


renee rein — —————————————M————————————E——— ———— ——— 


India 48.2 47.8 75.9 5,19 3,303.3 * 3.0 * 1. * 13 


————————————————————"——————————————————————— —— T —Ó——M——————— M P ———— M 


Indonesia 8,885 10,025 14,001 13.73 391,7 -1.3 - 0.1 + 17.0 














— 








———— 


























Malaysia 3,80 3.80 5.99 3.10 635.2 * 2.7 - &8 - 8.8 








Philippines — 533 — 520 840 681 ^ 10146 -22 ^ - 192  -160 


Singapore 1.76 1.83 2.78 0,88 1,374.4 +0.6 - 15.3 - 113 











South Korea 1,208 1,269 1,903 4.90 698.6 ~ 2.2 + 0.7 * 9.5 





Taiwan 34.8 34,4 54.8 1.80 4,699.4 - 0.6 - 153 - 14.8 





—€————————————————————— Ann 


Thailand 43.4 43.7 68.3 1.91 365.5 * 0.1 * 20.3 + 22.7 
Argentina 3.51 1.00 5:52 6.40 490.0 -4.9 + 65.9 - 52.7 


Brazil 3.80 2.36 5.99 21.91 10,613.6 -0.2 - 21.8 ~ 52.4 














Chile 697 668 1,099 2.76 4,897.2 +17 - 93 - 14.0 





—————————————————————— /—————————M M ——— M——————— se 


Colombia 2,798 2,307 4,410 7.85 1,520.5 * 2.2 * 42.0 * 15.6 





———————————— —— —————————— H———————nÀ 


Mexico 10.18 9.14 16.0 7.19 6,135.4 - 0.8 e. 37 -= 13.3 





Peru 3.52 3.43 5.54 3.53 1,378.8 -0.1 + 17.3 * 14.9 


"RET E 


Venezuela 1,303 751 2,053 30.64 8,015.28 na +220  -29. 


Egypt 4.63 4.27 7.30 6.17 5,415.8 - 0.2 + 2.7) + 14 


————— ———————————— T Amy in ath 











——————————————— M2 


Israel 4.66 4.23 7.34 6.45 365.8 *1.3 - 18.1: ~ 22.4 





South Africa 89 1110 14.0 13.60 9,066.1 -49 5-132 5 4 17.2 


udin dass oh s BRIDE RR dol ROO aT sula ARON PO idu AE ENE PED 25: soot me Tic 3 Ep 





Turk: 1,562,500 1,430,500 2,462,188 41.00 12,717.3 ~ 43 
Czech Republic — 30.8 36.4 48.5 2.64 464.9 +3.4 + 17.8 + 36.2 


Hungary 234 277 369 8.68 7,726.8 ~ 3,7 + 8.4 + 27.2 


Poland 3.96 4.05 6.23 6.80 14,408.8 ~2.9 EOM + 34 








—— E N E — A: 


Russia 31.9 30.1 50.2 21.00 342.6 - 1.0 * 37.6 + 31.7 


EMF (MSC1)* 1.00 1.00 1.58 na 297.0 -14.1 na = 6.4 








EMBI+ 1.00 1.00 1.58 na 224.7 *0.8 na + 12.2 
*Emerging Mkts Free, t.p. Morgan Chase's Emerging Mkts Bond Index Plus. tin $ terms. $Nov 29th. 





Sources: National statistics offices, central banks and stock exchanges; Thomson Datastream; Economist Intelligence Unit; Reuters; U BS War. 
burg: J.P Morgan Chase; Hong Kong Monetary Authority; Centre for Monitoring Indian Economy; FIEL; EFG-Hermes; Bank Leumi Le Israel; 
Standard Bank Group; Garanti Bank: Deutsche Bank; Russian Economic Trends. i 





Track and chart global stocks and indices, download tables, currency tools and more 
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All the Middleware you need 
integrated into one Application Server 
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d The world this week 


Politics 


As The Economist went to 
press, Hans Blix, head of the 
UN's weapons inspectors, 
prepared to give an initial ver- 
dict on the 12,000-page arms 
declaration delivered to the 
Security Council by Iraq. 
America and Britain had al- 
ready said that the declaration 
contained falsehoods and 
omissions. An expurgated ver- 
sion of the document, contain- 
ing only 3,500 pages, was 
circulated to the non-perma- 
nent members of the Security 
Council. America's prepara- 
tions for a war against Iraq 
continued. 


Iraqi opposition groups 
meeting in London outlined 
the principles of the “plural- 
istic and federal" government 
they want to see take over in 
Iraq, and for a two-year transi- 
tional period after the fall of 
Saddam Hussein. But so many 
factions wanted a say on the 
follow-up committee that the 
conference was prolonged by 
two days, and the number of 
members trebled to 75. 





Colin Powell, America's secre- 
tary of state, called for a new 
"road map" for Middle East 
peace to be put on hold until 
after Israel's general election 
at the end of January. The EU 
had pushed for its publication 
beforehand. 


The government of Congo 
signed a peace deal with the 
country’s two main rebel 
groups. Joseph Kabila will re- 
main president, and both re- 
bel groups are to take a share 
of cabinet posts, as are civilian 
opposition parties. Elections 
are to be held in two years. 






Congo is vast and chaotic but, 
if all goes well, the country 
could be making its first seri- 
ous attempt at democracy. 


Admitting new members 
Meeting in Copenhagen, lead- 
ers of European Union coun- 
tries and of ten would-be 
members signed up to terms 
for the candidates’ admission 
to the EU in 2004. But Turkey's 
plea for a date to start talks 
was rejected; it was told a date 
would be set only after the EU 
had (favourably) reviewed its 
progress toward acceptability 
in late 2004. And Cyprus—in 
practice, the Greek-Cypriot 
part only—was accepted, 
though there has been no pro- 
gress on the UN's draft deal to 
reunite the island. 


Fishermen protested and 
blocked some ports as EU 
ministers prepared to haggle 
over proposals for sharp cuts 
in fishing quotas. "Let us be 
clear, the science is wrong," 
said the Scottish White Fish 
Producers' Association. 


Police in France arrested four 
North Africans suspected of 
terrorism. In Italy, several ex- 
plosive parcels were detected 
before they went off. Three 
were addressed to offices of 
the main Spanish airline, Ibe- 
ria. Police blamed a small an- 
archist group. In Spain, ETA 
gunmen murdered a police- 
man investigating their car. It 
was later found to be carrying 
a large bomb. 


Rejecting an idea, fancied by 
some state premiers, of a tax 
on assets, Germany's govern- 
ment opted firmly for a lower 
(25%) withholding tax on sav- 
ings income. There will be a 
limited amnesty for tax-evad- 
ers but less bank confidential- 
ity for all. The decision won 
wide applause. But the gov- 
ernment got a blow: the Con- 
stitutional Court struck down 
its new immigration law, 
about to go into force, that 
would have let in thousands 
of skilled foreign workers. 


A French court ordered the re- 
instatement of a Muslim 
woman sacked by a private 
firm for wearing a headscarf 


that the bosses thought hid 
too much. 


Goreless Americans 

Al Gore said that he would 
not run for president in 2004, 
leaving the race for the Demo- 
cratic candidacy wide open. 
His former running mate, Joe 
Lieberman, is one of several 
Democrats who have ex- 
pressed an interest. 


The Bush administration gave 
the go-ahead for a limited 
"evolutionary" missile-de- 
fence shield, to be ready by 
2004. Britain and Denmark 
have been asked to upgrade 
their radar bases as part of the 
$17.5 billion project. 





Republican senators sched- 
uled a meeting for January 6th 
to discuss their leader, Trent 
Lott. The Mississippi conser- 
vative, who made remarks im- 
plicitly praising America's 
segregationist past, may still 
be forced to resign before the 
meeting. 


Cardinal Bernard Law finally 
resigned as archbishop of Bos- 
ton: he has been heavily criti- 
cised for not being tougher 
with paedophile priests. 


Ruling on 

India's ruling Hindu-nation- 
alist party, the BJP, had a land- 
slide win in the western state 
of Gujarat, raising fears of fur- 
ther violence in the state 
against Muslims. 


Two American soldiers and 
their Afghan interpreter were 
injured when a hand-grenade 
was thrown into their jeep in 
Kabul. A UN team said that al- 
Qaeda has set up new training 
camps in Afghanistan. Presi- 
dent Hamid Karzai said there 
were no "large-scale" camps in 
the country. 
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Exit polls in South Korea’s 
presidential election predicted 
a narrow win for Roh Moo- 
hyun, the candidate of the rul- 
ing party. Mr Roh favours “en- 
gagement” with communist 
North Korea. His main oppo- 
nent has argued for a tougher 
policy. 


A Chinese passenger ferry 
capsized after colliding with a 
cargo boat on the Yangzi river. 
Eight people drowned and 32 
were missing. In another ferry 
disaster, this one in Brazil’s 
Amazon region, at least seven 
people died and dozens were 
missing. 


Six people were trampled to 
death by elephants that got 
drunk on rice beer when they 
broke into a granary in the 
north-eastern Indian state of 
Assam. 


Striking ahead 

Venezuela’s general strike 
continued for a third week. 
President Hugo Chavez or- 
dered the army to try to break 
the strike. The United States at 
first backed the opposition's 
demand for an early election 
but then said a referendum 
would do. 


At the close of a bad year for 
Latin America, the UN said 
that the region's GDP shrank 
by 0.5% in 2002, and that in- 
come per head fell by 1.9%. But 
it said a modest recovery was 
under way. 





More bombs in Colombia. A 
senator who is a close ally of 
President Alvaro Uribe was in- 
jured by a book bomb sent to 
his office. A bomb in a hotel 
restaurant in Bogota injured at 
least 23 people. Colombia's 
government blamed the FARC 
guerrillas. 


The world this week. 
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Business 


After flirting for some years, 
Crédit Agricole finally made 
à decisive move in the battle 
for control of Crédit Lyonnais 
with an agreed bid valued at 
€19.5 billion ($20.1 billion). 
The high price may deter BNP 
Paribas, a rival for control of 
the French bank, from making 
a hostile counter-offer; it could 
instead seek to rekindle a 
tie-up with Société Générale, 
another French bank. 


Henning Schulte-Noelle re- 
signed as chief executive of 
Allianz. He is said to be pay- 
ing the price for the German 
insurance giant’s disastrous 
takeover of Dresdner Bank 
last year: 





C EPEE n the third- 
largest American company to 
file for Chapter 11 bankruptcy 
protection—although its insur- 
ance unit is unaffected. The fi- 
nancial conglomerate’ Ss 
aggressive expansion in the 
1990s left it with debts of over 
$6 billion. An attempted re- 
structuring will include a sale 
ofi its troubled loans unit. 


Gum fight | 







est from rivals, including 
Kraft Foods and Nestlé, to ac- 
quire Adams, an American 
confectionery business 
owned by Pfizer. The $4.2 bil- 
lion purchase, which includes 
such gum brands as Dentyne 
and Chiclets, is Cadbury's big- 
gest ever, and puts the firm at 
the forefront of world gum 
makers. 


McDonald's followed recent 
news of restaurant closures, 
lay-offs and the early depar- 
ture of its chief executive, Jack 
Greenberg, by revealing that it 
would make its first ever loss 
in the fourth quarter. Jim Can- 
talupo, who becomes chief ex- 
ecutive early next year, 
promised an aggressive re- 
view of McDonald's strategy. 


Coca-Cola is to stop issuing 
quarterly and annual profit es- 
timates. Instead it will tell in- 
vestors about its long-term 
strategy and targets. 
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Monsanto became yet an- 
other company to shed its 
chief executive. Hendrik Ver- 
faillie resigned after less than 
three years at the helm of the 
world's biggest crop-biotech- 
nology firm. Monsanto has 
been struggling recently, 
partly because of consumer 
resistance to genetically modi- 
fied foods. 


Brief encounter 

In a bid for a bit of extra cover- 
age, Phillips-Van Heusen, an 
American shirt company, 
agreed to pay $430m for Cal- 
vin Klein, a company best 
known for its range of expen- 
sive underwear. 


General Dynamics was re- 
ported to be planning to buy 
the defence business of Gen- 
eral Motors for $1.1 billion. 
This would make the Ameri- 
can defence contractor a lead- 
ing maker of armoured 
vehicles in a growing market. 


A California judge overturned 
a $28 billion punitive-dam- 
ages award made by a jury in 
a lower court against Philip 
Morris in a case brought by a 
smoker who contracted can- 
cer. The judge cut the award a 
thousandfold, to $28m. 





In the first big test of the Digi- 
tal Millennium Copyright 


iz nd oar 


Act, an American law that 
criminalises any attempt to 
bypass the copy-protection 
barriers of digital content, a 
California jury acquitted El- 
comSoft, a Russian software 
firm. Music companies, Holly- 
wood studios and book pub- 
lishers will not be pleased. 


Kept waiting 

The €10.4 billion ($10.6 bil- 
lion) takeover of Ruhrgas, a 
gas importer, by E.ON was 
blocked in a German court. 
The German utility will have 
to wait several months before 
the case goes to a higher court. 


The auction of Slavneft fell 
just short of becoming Rus- 


sia's biggest-ever privatisation, 


at $1.86 billion, after the China 
National Petroleum Corpora- 
tion abruptly withdrew from 
the bidding for the oil firm. 
That saved the winners, Sib- 
neft and Tyumen Oil, several 
hundred million dollars. 


Gent rings off 

Sir Christopher Gent resigned 
as chief executive of Voda- 
fone and will leave next July. 
He was expected to stay for 
some years but will now leave 
his successor, Arun Sarin, an 
American telecoms executive, 
to handle the difficulties of in- 
troducing third-generation 
mobile-telephone services. 


Most of WorldCom’s board 
resigned to give Michael Ca- — 
pellas, the firm's new boss, a 
fresh start as he attempts to 
rescue the company from 
bankruptcy protection after an 
accounting fraud involving 
many billions of dollars. 


Electrolux, the world’s lead- 
ing household appliance 
maker, said that it would cut. 
over 5,000 jobs, some 6% of 
the total, to reduce costs. The 
Swedish firm also said that it 
faced asbestos-related claims 
from 14,300 Americans. 





Currency events 





The dollar hit a three- -year 
low against the euro and 
weakened against other big 
currencies after fears of a war 
against Iraq heightened. The 
price of oil rose and gold hit a 
five-and-a-half-year high. 

Other economic data and news 
can be found on pages 144-146 - 
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| year of surprises 


The, past year, believe it or not, was surprisingly good. How about 2003? 


ITH gifts, as with most 
sources of pleasure or 
| pain, how we feel about them 
depends on what we were ex- 
.pecting. So it is in economics 
and politics. The past year has 
been full of dark shadows and 
| gloomy moods, of fears of what 
might s on transpire. What is surely striking though, is how 
good things have been, not how bad. For 2002 has been a sur- 
prisingly good year. That even augurs well for 2003. 
Certainly, there have been plenty of reasons for gloom. In- 
ternational terror marched murderously on, in Bali, Mombasa 
and elsewhere, and in a Moscow theatre became entangled 
with Russia's domestic battle over Chechnya. The conflict be- 
tween Palestinians and Israelis was as deadly as ever. North 
Korea admitted that it has a secret uranium-enrichment pro- 
gramme, flouting the terms of its 1994 deal with America and 
its neighbours. Saddam Hussein denied that he has any pro- 
grammes to develop weapons of mass destruction, making a 
war with the West look likelier. Meanwhile, the world econ- 
ly grew } rather sluggishly, if slightly less so than in 2001. In 
' countries, unemployment rose. Many stockmarkets 
had their third successive year of decline. Argentina, once the 
darling of “emerging” markets, collapsed and defaulted on its 
debts. And, mainly though not only in America, scandal after 
scandal showed that corporate accounts had been fiddled and 
that bosses and investment banks had taken greed and the 
abuse of power to new heights. 
. How, though, did this bad tale compare with what was ex- 
pected? It was reasonable, and common, to expect a very bad 
-year economically and a dangerous one politically. Relative to 
: that, things have actually turned out quite well. 
- In our Christmas issue for 2001, our panel of economic 
forecasters were saying thatthe United States would grow by 
just 0.6% in 2002, the euro area would grow by 1.0% and Ja- 
pan's economy would shrink by 0.8%. Figures for the full year 
are not yet in, but now the panel expects America to have 
turned in growth for 2002 of a surprisingly lusty 2.4%. Japan's 
economy is expected to have shrunk by just 0.5% and only the 
euro area has been worse than expected, with growth forecast 
to have been 0.7%. Britain is almost bang on the forecast, at 
1.6% (versus 1.7%). Australia (3.6%) and Canada (3.4%) have 
done much better than the panel thought. And, on our emerg- 
ing markets page, 17 of the countries listed have growth rates 
thatare higher now than a year ago, and only seven have fared 
worse. That, remember, is despite Argentina's collapse. 

Things have looked a lot bleaker to investors, with the 
world stockmarket index down by a fifth since December 31st 
2001, and nearly half its record high. Yet the mismatch be- 
tween financial markets and economies is one of the most 
pleasant surprises. In recent years, stockmarkets have suffered 
one of their biggest falls in history. Normally, when such 
crashes occur, they bring about widespread collateral damage 
in the economy because banks collapse and lending contracts. 

The great surprise of the crash of 2001-02 has been that this 
















has not happened. Insurance companies, pension funds and . 
individual investors have taken big losses, but banks have so . 
far proven more resilient than in the past. Measured against 
profits, many stockmarkets still look dear by historical stan- 
dards. Given the pressure to clean up accounts, and plausible 
fears of a widespread backlash against capitalism and its scan- 
dals, they too have been surprisingly resilient. 

And world politics? This time last year, India and Pakistan 
looked on the brink of war, even of nuclear war, a conflict that 
no longer looks likely. Despite America's patient and deter- 
mined conduct in Afghanistan, a chorus of critics throughout 
2002 denounced its adventurism, its bossiness, its reckless- 
ness, its destabilising behaviour. Such critics ought by now to 
feel pleasantly surprised. In military terms, the world's super- 
power has been notable by its inaction, not its action. Far from = 
lashing out unilaterally against Saddam Hussein (or anyone . . 
else), it chose to work through the United Nations and won an. 
extraordinary unanimous resolution in the Security Council 
as its reward. As for terror, al-Qaeda still exists, but its opera- 
tions have been disrupted; and (fingers crossed) there have 
been no successful acts of mega-terrorism to match September 
11th. Thatis a small mercy, but a mercy even so. 




























A world getting brighter ; 
Risks galore can be cited for 2003. A war against Iraq looks 
probable, and it could send oil prices soaring, destabilise the 
Middle East and encourage terrorism. High debt levels among 
American companies and consumers could restrain invest- 
ment and cramp demand. House prices could collapse in all 
sorts of places. Japan might again fail to reform its economy 
and so might Germany. North Korea's unpredictable dictato 
Kim Jong-Il, could, well, act unpredictably. | 

As we enter the new year, though, things actually look bet- ‘ 
ter than those risks imply. Wars can always go wrong, but with 
United Nations support, and hence acquiescence from the |. 
Arab neighbours, the one against Saddam is overwhelmingly _ 
likely to be short (eg, a couple of months) and successful. Oil 
prices may jump when it starts, but are likely to fall (perhaps _ 
sharply) once it is over. Debt is likely to mean that America 
(and thus its trading partners) does not. grow asfastasinthe | 
late 1990s, but it could well exceed this year's figure, even so... 
Europe might not recover rapidly, but reforms now being dis- 
cussed for its single currency promise to make monetary pob _ 
icy more accommodating to growth, and could evenallowfis- _ 
cal policy to offer more assistance. Overall, the world —— 
economy looks like growing faster than in 2002, and should — 
disappoint only those who dream of new booms. : 

Even so, two big tasks deserve a mention. Thefirstisthatof — 
pushing Israel and Palestine back to the negotiating table; it. __ 
will be made easier by a successful war in Iraq, but also much 
more important. The second is that of building on the useful _ 
start made in 2002 of reviving overseas aid to poor countries, 
but doing so much more generously with regard to three of to- 
day’s great scourges of the poor, Arps, malaria and tuberculo- 
sis. A really determined effort to deal with those diseases 
would be the most pieasinig surprise of 2003. u 





Iran 


White knuckles 


Whatever happensin the short term, religious rule is doomed in Iran 


OR over five years a game of 

arm-wrestling has been tak- 
ing place in Iran. One arm be- 
longs to Ayatollah Ali Khame- 
nei, the fierce conservative who 
is the country's supreme leader. 
The other belongs to Muham- 
mad Khatami, a cleric of demo- 
cratic outlook who is its elected president. Against a back- 
ground of impassioned protest among students eager for 
change, and of rising concern among conservatives eager to 
prevent it, onlookers believe the game is drawing to a close. 
And the knuckles about to be smashed against the table, 
reckon some of them, are those of the reformist Mr Khatami. 

This is not in fact a game. It is a struggle for power, whose 
outcome will affect both the life expectancy of the modern 
world's only theocracy and the degree of suspicion with 
which the world's only superpower views a country it already 
includes in the “axis of evil". That suspicion has just been 
heightened by reports of new evidence, from satellite photo- 
graphs, of nuclear installations in Iran. Although the govern- 
ment insists these are for electricity-generating purposes only, 
outsiders are sceptical: why should a country with more gas 
than any other but Russia want to generate nuclear power? To 
gain a weapon to put Iran on a more equal footing against its 
nuclear-armed neighbours seems a plausible answer. 

In all likelihood, though, Mr Khatami and his fellow re- 
formists would readily abandon Iran's nuclear ambitions, if 
they could. That is just one reason why a victory for the con- 
servatives would be bleak news, though bleaker for Iranians 
than for anyone else: the religious hardliners would surely 
crack down on dissenters and stop, if not reverse, the cautious 





changes that Mr Khatami has managed to bring about. Two 
bolder measures he is promoting-to reduce the power of 
Iran's vengeful judges and to curb the Guardian Council, a 
group of reactionaries who veto laws and disqualify candi- 
dates they do not like—may yet precipitate Mr Khatami's res- 
ignation, and thus the dénouement some consider imminent. 

Such a turn of events is indeed possible, though the picture 
is complicated by the disagreement over tactics among the 
conservatives themselves: the supreme leader is neither quite 
as hardline as some others nor quite as supreme as he would 
like (see page 56). It might even come about in a different way, 
perhaps in reaction to further student protests. These could 
well erupt if the death sentence passed on Hashem Aghajari, 
an academic who has dared to challenge the clerics' divine 
right to rule, should be confirmed. Repression would surely 
follow. With a high oil price to mitigate their unpopularity, the 
hardliners could stay in power for some time. 

But not indefinitely. Iranians have grown used to voting. 
They have not grown used to theocracy, at least not to the inef- 
ficient and corrupt clerical rule that now grips Iran. Some con- 
servatives would tolerate a less statist economy, and might 
seek a "Chinese" solution to their problems: hang on to power 
through political repression and economic liberalisation. But 
not all agree. Moreover, even with a high oil price, Iran could 
not create the jobs it needs without foreign investment, whose 
only realistic source could be Europe. But Europe will not in- 
vest if Mr Khatami's flickering torch of reform is snuffed out. 

With two-thirds of the nation under the age of 30, the main 
task for any Iranian government is to create jobs. A muddled, 
reformist one under Mr Khatami would find it hard enough. 
An even nastier, more repressive version of the present one 
would find it impossible. Religious rule cannot lastin Iran. m 





Drugs and developing countries 


Pill paupers 


How to get cheaper drugs for poor countries 





Em HAS been another week of 
| long arguments at the World 
Trade Organisation over how to 
implement last year’s Doha 
agreement on getting cheaper 
drugs for poor countries. The 
main dispute has been over 
how far to extend compulsory 
licensing, a tool that confers the right to manufacture patented 
drugs without the patent-holder's consent. Because America 
is holding out for a narrow ambit for any new provisions on 
compulsory licensing, restricting them to drugs for such dis- 
eases as AIDS, malaria and tuberculosis, it looks unlikely that 
a deal will be struck by the original target date of the end of 
this year. Yet even if agreementis reached at the eleventh hour, 


the entire argument misses a bigger point: that this is not the 
right long-term solution to the problem of getting cheaper 
drugs to poor countries. 

Few of the world's poorest countries are in any position to 
use compulsory licensing as it stands. Because they lack not 
only the administrative and legal capacity but also any do- 
mestic drug industry to exploit it, they instead import generic 
drugs from countries such as India, which has a thriving trade 
in copycat drugs because it is not yet obliged to recognise pat- 
ents. This will end by 2006, when India and most other de- 
veloping countries have agreed to enforce drug patents. 

Even if this is got round through expanded new provisions 
on compulsory licensing, generic manufacturers in India and 
elsewhere may no longer be prepared to invest in producing 
knock-offs of new drugs only for Africa and other poor places, » 


when their more lucrative home markets are no longer open to 
cheap copies. Worse still, fears of compulsory licensing are 
sure to reduce the incentives for big drug firms to do research 
into cures for many of the diseases that most afflict poor coun- 
tries. If they know that the profits from any drug they find will 
immediately be whittled away through compulsory licensing, 
they will be even less likely than they are now to look for the 
drugs in the first place. 

There are better ways than compulsory licensing of balanc- 
ing the interests of patients in poor countries with the need to 
maintain incentives for continued investment and develop- 
ment of new medicines. One idea, favoured by European gov- 
ernments, is differential pricing, under which drug firms 
would be urged to charge different prices in different markets, 
based on some measure of need and purchasing power. There 
have been attempts to introduce deeply discounted pricing for 
poor countries, but these are small efforts, restricted to a hand- 
ful of anti-retroviral and anti-malarial medicines. 

There are also two big problems that may stop differential 
pricing going much further. One is that drug companies worry 


about the risk of drugs that they sell cheaply in poor countries 
making their way back to rich-country markets. A second is 
that governments could exploit the fact that companies are 
selling drugs more cheaply in developing countries as an ex- 
cuse to press firms to cut their prices at home. The result of ei- 
ther would be that drug companies might see their profits in 
rich-country markets undermined by their sales of drugs at 
cheaper prices in poor countries. 

The ideal solution would be to stop searching for ingenious 
ways to get drug companies to bear the costs of selling essen- 
tial drugs more cheaply to poor countries. Instead, rich-coun- 
try governments, which have recognised the moral and econ- 
omic imperative to enable poor countries to afford such drugs, 
should put up the necessary cash. They will have to be pre- 
pared to pay full prices, set high enough to ensure that drug 
companies have an incentive to develop new medicines, in- 
cluding those for typical poor-country ailments. That would 
be expensive, certainly: but it would be a better use of over- 
seas-aid budgets than any number of white-elephant infra- 
structure projects. @ 





Democracy in Africa 


Booting out the big men 


How term limits strengthen African democracy 


OST Kenyans were not yet 
born when Daniel arap 
Moi became president in 1978, 
! and few can remember a time 
when his party, KANU, was not 
in power. It is time, Kenyans feel, 
for a change. At a presidential 
and parliamentary election on 
December 27th, Mr Moi's chosen successor, Uhuru Kenyatta, is 
expected to be thrashed by Mwai Kibaki, the candidate of a 
(for once) united opposition. 

Mr Moi's impending retirement is excellent news. Though 
far from the worst of Africa's “big men", he presided over a re- 
gime that was corrupt, incompetent and prepared, when the 
occasion demanded, to stir up ethnic antagonism in the full 
knowledge that this might lead to bloodshed, which it often 
did. The economy did not collapse under Mr Moi, but the aver- 
age Kenyan income fell by a fifth. 

Mr Moi is standing down because the constitution says he 
must. During the cold war, donors overlooked his abuses be- 
cause he was anti-communist, which left him free to ban op- 
position parties and lock up dissidents. But after the Soviet Un- 
ion fell, donors forced him to hold multi-party elections, and 
to adopt a constitution that allowed him to serve only two 
more five-year terms. The story was the same in several other 
African countries. 

Once it was clear that Mr Moi would go, his lieutenants 
started jostling to succeed him. When Mr Kenyatta was picked, 
they deserted so fast that Mr Moi did not even have time to 
push his retirement package (six cars, seven drivers, three 
cooks, a mansion, and so on) through parliament. 

The next government may be no better or cleaner; Mr Ki- 
baki's party includes many crooks and KANU veterans. But it 
also has many young, savvy and even idealistic members, so 





there is at least a chance of reform. 

This is what term limits offer: a chance of change. Elections, 
while essential, are not enough, given the power that incum- 
bents often have to manipulate them, by using the state media 
to praise-sing, for example, or public money to buy votes. 
Term limits forced out Zambia's awful President Frederick Chi- 
luba, and letin Ghana's reformist President John Kufuor. Term 
limits can be scrapped, as happened in Namibia and is threat- 
ened in Malawi. But constitutions are harder to change than 
ordinary laws, so they serve as a valuable check. 

Term limits may give corrupt politicians an incentive to loot 
faster. But equally, the knowledge that they will have to retire 
could give them an incentive to stay clean, for fear of being 
prosecuted by their successors. This, of course, requires those 
successors actually to pursue their crooked predecessors, 
which few African governments have done. 


Democracy sprouts, slowly 

Despite what most outsiders think, Africa is becoming more 
democratic. Fifteen years ago, few African governments held 
proper elections. Now, almost all do. Few of these polls are un- 
blemished, but they give ordinary Africans far more say in 
how they are governed than did the one-party states of the 
1980s. Even Congo, long one of Africa's least democratic coun- 
tries, is starting to look a bit better. This week, the country's un- 
elected president and rebels signed a pact that might just lead 
to elections in two years. 

The trend is patchy, however. Eritrea and Zimbabwe have 
grown dramatically more despotic in recent years. Long-calm 
Cóte d'Ivoire has suddenly exploded. Even from South Africa 
come troubling noises. President Thabo Mbeki this week 
hugged Robert Mugabe's most thuggish minister and praised 
Zimbabwe's ruling party as “our ally and fellow liberation 
movement". Still, South Africa has term limits. m 
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Cold on e 


SIR - Europe can be under- 
stood in the sense of a steadily 
growing economic and politi- 
cal community called the 
European Union (“Turkey be- 
longs in Europe", December 
7th). In theory, any African or 
Middle Eastern country could 
join the EU but it would obvi- 
ously no longer be “Euro- 
pean” and would certainly not 
be a "union" with which or- 
dinary people could identify 
and build a political alle- 
giance towards. Politically and 
economically speaking, Eu- 
rope has its limits. 

KEITH CRAWFORD 


C : Prague 


[x SIR - You conclude that Tur- 


_ key should be part of an en- 
larged gu and claim that the 
cultural and political differ- 
ences ought to be bridged over 
time. You concede that there is 
d geographic barrier as Turkey 
-. isin Asia. A cursory examina- 
tion of an atlas would reveal 
that both Europe and Anatolia 
. are peninsulas off the large 

. Eurasian continent. The fact 
that you highlight an artificial 
geographic distinction shows 
the great cultural divide that 
has separated Europeans from 
the rest of their continental 
neighbours. It is not the Urals 
that separate Asia from Eu- 
rope; itis history and culture. 
LUIS ARENZANA 

Madrid 


SIR - Turkey clearly does not 
belong in Europe. Indeed, no 
Muslim country does. The is- 
sue is not one of Turkish re- 
forms failing to meet EU 
standards but of an incompat- 
ible and primitive culture 
serving as a Trojan horse for 
the rest of Islam's impover- 
ished masses. 

KARL KETTLER 

Flemington, New Jersey 


SIR - Turkey's admirable long- 
term effort to join the EU must 
be rewarded. If itis not, we | 
risk an anti-European back- 
lash at the point where East 
and West meet most pictur- 
esquely. If Turkey does gain 
admittance to the Ev, will the 
wives of Turkish ministers be 
_ permitted to wear head- | 





scarves at public functions - 


("The dreaded headscarf”, — : a | 


December 7th)? 
TIM HOFFMAN 
Bangkok 


SIR ~ The supreme irony of 
the picture accompanying 
your leader is that it shows the 
cathedral of St Sophia, stolen 
from the Greek Orthodox 
church by Turkey. It is the 
leading symbol of the moun- 
tainous abuses heaped upon 
that country's assorted and di- 
verse minorities by its rulers. 
TREVOR FENNING 

Jena, Germany 


On the farm 


SIR - Mexico has structural 
problems which require re- 
forms but you take for granted 
that American agriculture is 
efficient and competitive—a 
sweeping generalisation made 
for purely political reasons 
(“Floundering in a tariff-free 
landscape", November 3oth). 
American agriculture is effi- 
cient with respect to land (ie, 
yield per hectare) and labour. 
The picture is different when 
considering other resources: 
pesticides, herbicides, fertilis- 
ers, machinery and fuel. 
Hence the huge subsidy bill 
necessary to keep the system 
afloat. With respect to the 
environment, America's agri- 
cultural system could well 
turn out to be grossly inef- 
ficient as well. 

Cut the subsidy and open 
the borders, and you will see 
the so-called inefficient Mexi- 
can farmers laughing all the 
way to the market. 

B. KOTSCHOUBEY 
Brussels 


Wider accounting 


SIR - There are limits to what 
financial statements alone can 
be expected to communicate 
to investors ("Corporate 
America's woes, continued", 
November 30th). Take risk or 
off-balance-sheet financing. © 


What in America is called the 


management's discussion and 
analysis (MD&A) and in Brit- 
ain operational and financial 


review (O&FR) is expressly de- 


e psi 
that are simply too complex to 






be presented in financial state- 
ments or notes-governed as 
these are by less than perfect 
accounting standards. 

In 2002, Britain's Account- 
ing Standards Board and Can- 
ada's Institute of Chartered 
Accountants both issued guid- 
ance on OSFR/MDBA to 
broaden the scope and rigour 
of what companies should 
disclose to complement their 
financial statements. Financial 
statements with MD&A or 
O&rR have the potential to be- 
come the core business-report- 
ing package, integrating and 
communicating what inves- 
tors really need to understand. 
ALAN WILLIS 
Toronto 


Poles apart? 


SIR - Perhaps Europe's finance 
ministers would pay more at- 
tention to Grzegorz Kolodko, 
Poland's minister of finance, if 
he was able to face reality, crit- 
icism and his opponents with 
more than rhetoric (Letters, 
December 14th). He should 
admit that a deficit of 25% of 
the total budget is that of a ba- 
nana republic not a would-be 
member of the zu. When 
proving a theory—“deficits en- 
courage growth"—he should 
refer to facts, not forecasts. 
When discussing a future bud- 
get's impact on the economy, 
he should not refer to this 
year's growth. 

I am also interested in Mr 
Kolodko's reference to trans- 
ferable pollution rights. Is he 
suggesting that a budget-defi- 
cit margin could be purchased 
by a profligate country from a 
more frugal one? If so, I under- 
stand the Dutch reaction. 
DUSTIN DU CANE 
London 


EUtopia? 


. SIR - Asa thinl-tanker based 
in Brussels and London, I con- 


test the view that funda- 
mental European debate 
happens only in other na- 
tional capitals because think- 


tanks in Brussels are too “so~ _ 





JL. viet" to rock the T | 
(Charlemagne,December ` 
7th). The British debate on Eu- ` 


rope is worryingly narrow, 
lagging years behind the conti- 
nent; London's political elites 
conduct repetitive debates 
that have changed little for ten 
years. 

If you want challenging de- 
bate in Brussels, come to the 
next meeting of our pan-Euro- 
pean think-tank network. 
However, if debate is only 
thought fundamental if it is 
eurosceptic perhaps ours will 
not count as sharp, ideological 
or provocative. 

KIRSTY HUGHES 

Centre for European Policy 
Studies 

Brussels 


SIR - Of course there is a Brus- 
sels consensus and tendency 

to "go native". As a former ex- 
patriate in Brussels, I can tes- 
tify that life for those working | 
on EU affairs is rather relaxed — 
and that the general sense of 
well-being this generates leads 
most people there to form a 
Utopian view of the Eu. 

KATE SPENCER 

London . 


“The British” abroad 


SIR - Your article on the fire 
service highlights the key role- 
of volunteering in many coun- 
tries and the prestige that it 
carries (“How to run a fire ser- 
vice", November 30th). In 

Chile, which has had an all- 
volunteer fire service for 150: 
years, the British immigrant 
community had a distin- 
guished record of volunteer- 
ing, founding "British" 
fire-brigade companies in Val- 
paraiso (which celebrated its 
centenary last year) and Santi- 
ago. Both are known as "the 
British" and proudly display 

the British flag. We need to tap 
this type of community spirit 
back home in Britain. 


BRIAN WALLING 
London @ 








United Nations Educational, Scientific and Cultural 
Organization 


UNESCO is seeking to fill the following post at its 
Headquarters, París, France 





The successful candidate will be in charge of investments 
-and supervise the Payments Unit, which involves: 





- undertaking periodical studies and making 
recommendations regarding suitable investment policy 
for all the investments of the Organization, and 
supervising the implementation of this policy; 

- managing cash position and negotiating on a 
competitive basis with banks optimum conditions for 
investment/borrowing of funds and for exchange 
transactions; 

- managing bank relations by making recommendations 
to the Treasurer regarding suitable banking 
arrangements; 

|..." preparing cash flow projections and cdi. the daily 
.. "financial position; 

- as Chief of Unit, supervising the small team of the 

Payments Unit. 


Qualifications and experience required 
- University degree in Finance or Business Administration 
. specialized in banking. | 
- At least five years’ experience at executive managerial 
level in a bank or treasury of an international 
organization with emphasis on international banking 
and experience in Eurodollar and European money 
market operations and investment policy. 
= Broad knowledge of computer and data processing 
methods with practical experience in computerized 
cash management and associated financial software 
in particular SAP. 
- Excellent knowledge of English or French, both oral and 
written, and good knowledge of the other language. 













SOS 


Applications from qualified women candidates are 
encouraged, as are applications from under- or non- 
IPSE i Member States. 
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EUROPEAN CENTRAL BANK 





The European Central Bank (ECB), established in Frankfurt am Main on 1 
June 1998, is seeking to fill vacancies detailed below in the EU Countries 
Division of the Directorate Economic Developments, Directorate General 
Economics. — 

The ECB has its own terms and conditions of employment, including a- 
competitive salary structure, retirement plan, health insurance and reloca- 


tion benefits. 
ECONOMIST 
(Ref.: ECB/023/03/ECO) 


Applications are sought for the position of Economist in the Convergence. 
and Structural Analysis Unit of the EU Countries Division in the Directo- 
rate Economic Developments of the Directorate General Economics, The 

Unit is responsible for monitoring, analysing and forecasting macroecono- 

mic developments in non-euro area EU countries, analysing the co-ordina- 

tion of their monetary policies with that of the ECB, assessing the state of 
convergence in the EU and analysing the structural and regional economie 
policies of EU countries and their economic structures and institutions. 

The ECB is offering a fixed-term contract of 14 months for an Economist - 

to work primarily on labour market policies and labour market institutions - 

in EU countries, 

The successful candidate will be involved in preparing briefing material 

on policy-oriented issues for the members of the Executive Board, the 

Governing Council and the General Council of the ECB, and for senior 

management attending meetings at European and international fora. He/she 

will also be expected to contribute actively to the ECB's publications and to 
help maintain and further improve the Unit's analytical framework. 

Qualifications and experience 

* Advanced university degree in economies and a sound academic record 
in applied economies, or proven ability to perform the tasks commen- 
surate with such a formal academic qualification. 

* Sound theoretical knowledge and work experience in preparing policy- 
oriented briefings related to labour market policies and labour market 
institutions. 

* Knowledge of the main issues concerning the EU policy framework 
and the economic and institutional aspects of EMU. 

* Familiarity with statistical and econometric techniques for analytical 
purposes. 

* Experience in applying quantitative techniques to individual and cross- 
country analyses would be an advantage. ET 

* The ability to identify and address policy issues and present analytical. |. 
findings in non-technical terms. ; 

* Excellent command of English with an ability to draft well under tight 
deadlines. A working knowledge of at least one other official Commu- 
nity language is required. 

Applications 

Applications should be submitted in English and include a covering letter, 

curriculum vitae and a recent photograph together with references confir- 

ming the required expertence and skills. They should be addressed, quoting 
the reference number, to the European Central Bank, Recruitment and 

Staff Development Division, Postfach 16 03 19, 60066 Frankfurt am 

Main, Germany and should reach the ECB no later than 24 January 

2003. 


Candidates must be nationals of a Member State of the European Union 
or of one of the following EU accession countries: Cyprus, the Czech 
Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovenia, 
Slovakia. 

Applications will be treated in the strictest confidence and will not be 
returned, 

This vacancy has also been posted on the ECB's website at www.ecbint. 
To meet the deadline, a copy may be sent by fax to +49 69/1344 7979 or 
by e-mail to recruitmentzüecb. int. However, a signed application must still 
be sent by post. 
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Department of Trade and Industry 


——— RENATA 
d o cr 2 
; 


esis: oo usados EO RUP CES 
n UN ue (o 


u Candidates for this demanding role will need to demonstrate 
a successful track record of significant achievement and 
prominence, an appreciation of how competitive markets 
operate, and a commitment to Ofgem's social and environmental 
obligations. 


m The Chair will need to understand how government and 
regulation operates, demonstrate strong intellectual and 
analytical skills and an open, participatory approach to 
decision-making. He/she must be an excellent communicator 
of unquestioned integrity. 


u The salary for this position is expected to be c. £100,000, with 
more available for an exceptional candidate, The package will 
include a pension contribution. 
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For an information pack and response instructions, or to discuss the appointment 
in confidence, please contact Fiona Kennedy quoting reference 14656AA(E) on: 
t: +44 (0)20 7290 2006 f: +44 (0)20 7905 0223 

e: fiona.kennedy@wmann.com www.wmann.com 

Whitehead Mann, Ryder Court, 14 Ryder Street, London SW1Y 6QB. 

The closing date for applications is Tuesday 21st January 2003. 










International -London 


City University is the University for business and the professions. 
it is highly postgraduate and highly international. Based in central 
London, the University is close to the City of London from which it 
takes its name, City educates around 13,000 students and has a 







Executive Director 
























£50k plus benefits Central London turnover of more than £100m. The University is very focused: one 
l | third of activity is business-related, including a world-class business 
[V] Committed to communications for sustainable development? | school; a third is health-related: and a third includes IT, maths, 
[V] Senior manager experience in an international organisation? engineering, law, social sciences, and the arts. 
[V] Track record in successful fund-raising? l 
[V] Background in multi-media, mass media journalism? | MEMBERS OF COUNCIL 
| You could be the person TVE is looking for! Council is City's supreme governing body. The University's 
After nearly two decades, Robert Lamb, TVE's founding director is stepping development in guided by this influential and high calibre group, 
aside to oversee our award-winning Earth Report series. Under the director ied by the chairman who is a former Lord Mayor of London. As weil 
TVE developed into the world's leading commissioner and distributor of | as bringing their expertise to bear on a range of strategic, business, 
independent environment & development programming. financial and legal issues, the University's lay governors ensure that 
THE ROLE THE QUALITIES | the voice of the business world, the professions and the wider 
@ development of 4 vision 2d è a proven track record as à fund-raiser with i community is heard at the highest levels. 
Strategy in partnership wit CEO of senior management experience ; ; ; ; : 
small secretariats in London — & knowledge of the millennium development The University has vacancies on Council and its sub committees 
and Asia and partners in the goals and experience with sustainable | and is keen to attract well-qualified representatives from its 
| developing countries development at policy tevel stakeholder communities. 
€ lead TVE's fund-raising and + a creative and motivated self starter with, i ] F 
| manage relationships with preferably, a. previous involvement in television If you feel you have the experience and expertise to contribute to the 
| donors and broadcasters and other forms of electronic journalism work of a forward-thinking higher education institution and have the 
i € reporting to the board, oversee fluency in languages other than English and - time and commitment to serve please get in touch. 
all aspects of the executive extensive experience of assignments in the oa 
direction of TVE developing world are a plus. a | For further particulars or to discuss membership opportunities 
Founded in 1984 by UNEP, WWF and Central TV, the international Television Trust ior $ contact lan Troupe, Assistant Secretary at i.d.troupe@city.ac.uk; 
e ee i$ an sly Be PEREA Em Dm f | Telephone 020 7040 0108 or write to him at City University, 
fO fase MRC awareness OP ausi i Aeveiapment Vic HERO EEG MECH zx : ^ 3.2 
O faisC DUDuC awareness Ol sustainabie deveiopmen eg 3 c | Č | Northampton Square, London ECAV OHB. Further particulars, 
FAM deu enak Dily » Up uel Ns ie Saar peer F | including links to City's Annual Report and the Accounts, are also 
ease send CV accompanied by 500-word maxi vering letter outlining you -" Mon VE ; D 
vision for TVE's rele to support development communications. Look up www Iye org. ^ | available on our website at www.city.ac.uk/secretary. 
; a Babies gary I TP scriptio - ication. x "PN ‘ " EE pes! ie x 
Closing date ist February 2003. Full job description - on application s i Closing date for receipt of applications is Friday 17 January 2003. 
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F CS Transcom 


ar Financial Viability for Tomorrow’s Infrastructure 


CPCS Transcom is a rapidly growing employee-owned 
| international consulting company based in Canada and 
| Specializing in commercialization of infrastructure. We have 
| worked in over 50 countries during the past 5 years for a variety 
1 of public sector and private clients. 


Consultant in Infrastructure 
Commercialization 


|. We are looking for an. experienced self-motivated seasoned 
- consultant able to take on project management and business 
- development responsibility and help us service a rapidly growing 

| international clientele. The successful candidate will have: 

f 10 to 15 years experience in transportation; 

« have worked extensively in developing countries; 

+ be willing to travel; and | 

+ hold an advanced degree related to one of - investment 

banking, financial analysis and modeling, transportation 


planning/engineering, transportation marketing, business/public | 


administration or poverty alleviation/social impact assessment. 


The successful candidate, after a mutually agreeable trial period, 
will be offered equity in the company. 


To apply, submit a covering letter and. detailed resume by email 
{to ottawa@cpcstrans.com. Applicants should use the CPCS 
qe -Transcom resume format available online at www. rene com. 


The Commonwealth Secretariat 
The. Commonwealth Secretariat is the inter-governmental organisation 
serving 34 Commonwealth nations. The Secretariat works with 
oriwealth peoples as a force for democracy and good governance, to 
global CONSENSUS and © to. a one practical help for sustainable 


s the: lead division in the Secretariat's: didi pete programme for the 
emocar. and good governance: in the Commonwealth, We are looking to 


E ‘Senior v Prógrisiviot Officer - Good J Offices ( 32,832 pad 

“Supporting the Good: Offices role.and the work of Special Envoys, we are looking for an 
effective coordinator with research. and: analytical skills, preferably in conflict prevention 
j aad. resolution, 


| Senior Programme Officer — Africa Section (£32,832 p ad 


< Contributing tothe development of the Secretariat's tica affairs policy, advisory and 


research skills are a must, along with experience of monitoring international political 
developments: ` 


For all three posts we are looking for individuals with a degree in political science or 
international relations. A postgraduate or other advanced qualification would be desirable. 


Deputy Director: five years’ experience in diplomacy and political negotiation. 


] Senor Programme Officer: three years’ experience in international affairs, research, and 
drafting. briefing papers preferably in an international organisation or government 
department, 


We offer a three-year appointment in the first instance with a competitive pay and benefits 
Jj package. The. posts are based in London and involve a significant amount of travel. 
E Applicants must be Commonwealth citizens, 


jd For. further information and application details please visit our website 
AY ww.thecomm nwealth, ealth.org or contact Asha Gill at agi illgcommonwealth.int telephone 

7.1441 0207 747 6191. Closing date-24 January 2003. We regret that it will not be possible to 
cknowledge applications, only shortlisted candidates will be contacted. 


verviews will be held around F ebruary/March 2003. This nN may be used to fl | 


ther similar posts. 
p The Commonwealth Secretariat is committed to an eva. opportunities policy 
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wi STRATEGIC HR ADVISORY SERVICI 
CGIAR | 


The Consultative Group on International Agricultural Research (CGIAR) wishes to 
recruit a dynamic HR executive to lead its newly-created Strategic Advisory Service. - 
(SAS). Created in 1971, CGIAR is an association of public and private members. 4 
supporting a system of 16 international research Centers that work in more than 
100 countries to mobilize cutting-edge science to reduce hunger and poverty, 
improve human nutrition and health, and protect the environment. (for more 
information. on. the CGIAR, see www.cgiar.org), CGIAR's primary working 
language is English. 

CGIAR is establishing the Service initially for the Centers headquartered in Colombia, 


italy, Malaysia, Mexico and Sn Lanka. The SAS will provide expert professional HRF E 


support to the Centers to enable their HR strategies to be aligned with their vision and 
mission, and optimizing. Centers’ capacity to attract and retain the best talent to meet 
their needs, The position will have an attractive compensation package comparable 
with an internatianal senior appointment in the public sector. 


The Director will plan, manage, participate in, and ensure the effective delivery of the. | 


activities of the SAS. Key functions will include providing strategic advice and services 
on HR issues to individual Centers, providing an expert consultancy service by 
implementing specific studies/projects, strengthening HR capacity in Centers by 
anchoring the CGIAR HR professionals network, and developing a diverse range of 
model HR practices. 


The work program for the SAS is designed jointly by the client Centers and the CGIAR 
System Office and, accordingly, the SAS Director reports jointly to the CEO of one of 


‘the Centers, and the Director of the CGIAR. She/He works closely with appropriate HR 


executive and. professionals at each cient Center in planning and implementing the | 
work program. 


The eine will be based at one of the client Centers (exact location is negotiable), : | 
and will be required to travel extensively to Centers. The SAS has a small core staff and 
draws on expert consultants to undertake and assist with individual projects. 


Candidates should hold an advanced degree in a relevant discipline, augmented by. ab^ 
least 15 years of international HR experience, with at least 5 years ina senior - 
leadership pe Candidates require excellent skills in communication, team- 
leadership, planning, organization, networking, consensus building and negotiation. 
Experience working in a multi-cultural and decentralized mode isa must. 


Expressions of interest are invited, by email only, by January 31, 2003 addressed to 


{sasdirector@cgiat.org). Applicants should provide a CV that ind ludes key professional 
achievements, a statement of how they meet each of the selection criteria and names 


and contact details for three referees, The appointee should start work no later than f- 


September 1, 2003. 


IFDC 
An international Fertilizer Center for Soil Fertility and 
Agricultural Development. 
PO Box 2040, Muscle Shoals, AL 35662, USA 


Seeking applicants for the following positions: 


West Africa: Promoting Agricultural Development through the Creation of Regional 
Agricultural Inputs Markets 


Project Coordinator; Overall project. coordination, iude ds and 
reporting. Engages in poli icy dialogue and advocacy. Facilitates Ms E 
among stakeholders, assuring that the interests of farmers are taken into.. 
account at all levels. 

Policy Economist: Conducts policy analyses to support agricultoráf: input. 
market reforms. Works to promote harmonization of policies and. elation 
necessary to enhance regional marketing and stimulate expansion of der 
sector trade and investment in agricultural inputs. 

Inputs Marketing Expert: Nurtures and trains emerging private disttibulors 
and dealers in. marketing of agricultural inputs; Emphasis will be on improving 
distributor and dealer skills in strategic planning and marketing campaign 
development/implementation for seeds and fertilizers and expanding dealer 
services in credit, information dissemination, and technology transfer to 

client farmers. 

Cotton Inputs Marketing Expert: Develops and implements an emergency 
plan for agri-inputs needed in the cotton sector, assuring maintenance of inputs 
availability and accessibility. 

Cotton Agronomist: Participates in development of cotton based production 
systems including optimum use of inputs from the farmers’ economic 

and environmental viewpoint. 


For each of the above international positions a. national counterpart position is 

contemplated 

Afghanistan: Senior advisors, managers, and consultants in all aspects of agricultural 
development and grant administration. 


. Agribusiness Specialist: Experienced agri-business specialist for development 
and supervision of agri-business projects. 

* Policy Economist: Experienced in policy analyses and socioeconomies; the 
ability to lead/participate in agricultural development projects. 
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World's slimmest — .. [P Picture enhance- 


17° Flat Panel TV — | ment technology 


The SAMSUNG 17° LCD Flat Panel TV. Lean back and enjoy television like you‘ve 

never seen it before. The world's slimmest 17° LCD television from SAMSUNG is » 
state-of-the-art design at its sleekest. And with rich contrast, an evenly bright SAMSUNG DIGIT. all 
screen and razor sharp pictures, it'S a viewing experience that's not about to go axeryones invitan 
out of fashion. We call it DigitAll temptation. www.samsung.co 
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Asasystem of government, communism is dead or dying. As a system of ideas, its future looks secure 


HEN Soviet communism fell apart 

towards the end of the 20th century, 
nobody could say that it had failed on a 
technicality. A more comprehensive or ig- 
nominious collapse-moral, material and 
intellectual—would be difficult to imagine. 
Communism had tyrannised and impov- 
erished its subjects, and slaughtered them 
in the tens of millions. For decades past, in 
the Soviet Union and its satellite countries, 
any allusion to the avowed aims of com- 
munist doctrine—equality, freedom from 
exploitation, true justice-had provoked 
only bitter laughter. Finally, when the 
monuments were torn down, statues of 
Karl Marx were defaced as contemptu- 
ously as those of Lenin and Stalin. 
Communism was repudiated as theory 
and as practice; its champions were cast 
aside, intellectual founders and socio- 
pathic rulers alike. 

People in the West, their judgment not 
impaired by having lived in the system 
Marx inspired, mostly came to a more dis- 
passionate view. Marx had been misun- 
derstood, they tended to feel. The commu- 
nism of Eastern Europe and the Soviet 
Union was a perversion of his thought. 
What happened in those benighted lands 
would have appalled Marx as much as it 


appals us. It has no bearing on the validity 
of his ideas. 

Indeed, it is suggested, Marx was right 
about a good many things—about a lot of 
what is wrong with capitalism, for in- 
stance, about globalisation and interna- 
tional markets, about the business cycle, 
about the way economics shapes ideas. 
Marx was prescient; that word keeps com- 
ing up. By all means discard communism 
as practised in the Soviet Union and East- 
ern Europe (and China, North Korea, Cuba 
and in fact wherever it has been practised). 
But please don't discard Marx. 


Give the man his due 

There seems little risk of it. In 1999 the BBC 
conducted a series of polls, asking people 
to name the greatest men and women of 
the millennium. In October of that year, 
within a few weeks of the tenth anniver- 
sary of the dismantling of the Berlin Wall, 
the BBC declared the people's choice for 
"greatest thinker”. It was Karl Marx. Ein- 
stein was runner-up, Newton and Darwin 
third and fourth, respectively. "Although 
dictatorships throughout the 20th century 
have distorted [Marx’s] original ideas,” the 
state-financed broadcaster noted, “his 
work as a philosopher, social scientist, his- 


torian and a revolutionary is respected by 
academics today.” Concerning the second 
point, at least, the BBC was correct: Marxis 
still accorded respect. 

As a field of scholarship in its own 
right, admittedly, Marxist political and 
economic theory is past its peak. By now, 
presumably, most of the things that Marx 
meant, or really meant, or probably meant, 
or might conceivably have meant, have 
been posited and adequately (though far 
from conclusively) debated. But a slacken- 
ing of activity amid the staggeringly volu- 
minous primary sources is not the best 
measure of Marx's enduring intellectual 
influence. 

Books on Marx aimed at undergradu- 
ates and non-specialists continue to sell 
steadily in Western Europe and the United 
States. And new ones keep coming. For in- 
stance, Verso has just published, to warm 
reviews, "Marx's Revenge" by Meghnad 
Desai, a professor of economics at the Lon- 
don School of Economics. Mr Desai argues 
that Marx was misunderstood and that the 


great man was right about far more than 
he is given credit for. In August, Oxford 


University Press published “Why Read 
Marx Today?" by Jonathan Wolff. it too is 
an engaging read. The author, a professor » 
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anda ‘and that the great. man 


was right about far more than he is given 
credit for. 

. The newly released memoirs of Eric 
Hobsbawm, the celebrated historian, life- 
long Marxist and unrepentant member of 
the Communist Party for as long as it sur- 
vived, also deserve mention. The reviews 
were mixed, in fact, but rarely less than re- 
spectful, finding much to admire in the au- 
thors unwavering intellectual commit- 
ment. Mr Hobsbawm argues...well, he 
argues that Marx was misunderstood and 
that the great man was right about far 
more than he is given credit for. 

Adam Smith, one might say, stands in 
relation to liberal capitalism, a compara- 
tively successful economic order, roughly 
where Marx stands in relation to social- 


E < ism. Searches on Amazon.com and other 
- -booksellers indicate that titles in print | 
about Marx outnumber books about 


Adam Smith by a factor of between five 
and ten. A hard day's browsing of under- 
graduate reading-lists suggests that, in eco- 
nomics faculties, Smith is way out in 
front-interesting, given that Marx saw 
himself as an economist first and fore- 
most. Elsewhere in the social sciences and 


humanities, the reverse is true. Smith is- 
rarely seen, as you might expect, though in 


fact there is far more in Smith than just eco- 
nomics; whereas from Marx and his ex- 
positors and disciples it seems there is no 
escape. It is the breadth of Marx’s continu- 
ing influence, especially as contrasted 
with his strange irrelevance to modern 
economics, that is so arresting. 
-< How is one to explain this? What, if 


anything, remains valuable in Marx's writ- 


. ings? This is not a straightforward ques- 
tion, given that he evidently had such diffi- 
culty making himself understood. 


Yes, Marx was a Marxist 

-When he wanted to be, Marx was a com- 
pelling writer, punching out first-rate epi- 
grams at a reckless pace. The closing sen- 
tences. of "The Communist Manifesto” 
(848) are rightly celebrated: “The workers 
have nothing to lose but their chains. They 
havea world to gain. Workers of the world, 
unite.” He also had an enviable flair for 
hysterical invective. At one point in “Capi- 
tal” (1867-94), he famously defines the sub- 
ject of his enquiry as “dead labour, that, 
vampire-like, only lives by sucking living 
labour, and lives the more, the more la- 
bour it sucks.” That is not only unforgetta- 
ble but actually very apt, if you believe 
Marx’s theory of value. He could express 
himself brilliantly when he chose to. 

Yet he was also capable of stupefying 
dullness and impenetrable complexity. 
Try the opening pages of "Capital" (it picks 
up later) Inh is scientific work, as he called 
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lieved in 1844 was probably not nt he 
believed in 1874: the only constant was his 
conviction that what he said at any time 
was both the absolute truth and fully con- 
sistent with what he had said before. And 
most of the published Marx, including the 
"Manifesto" and volumes two and three of 
"Capital", was edited, co-written or ghost 
written by Friedrich Engels. For many 
years, therefore, separating Marx from 
Engels in what the world understands as 
"Marx" was an academic industry in itself. 

Still, four things seem crucial, and most 
of the rest follows from these. First, Marx 
believed that societies follow laws of mo- 


tion simple and all-encompassing enough 
to make long-range prediction fruitful. Sec- 
ond, he believed that these laws are exclu- 
sively economic in character: what shapes 
society, the only thing that shapes society, 
is the "material forces of production". 
Third, he believed that these laws must in- 
variably express themselves, until the end 
of history, as a bitter struggle of class 
against class. Fourth, he believed that at 
the end of history, classes and the state 
(whose sole purpose is to represent the in- 
terests of the ruling class) must dissolve to 
yield a heaven on earth. 

In what ways, then, was Soviet-style 
communism a deviation from these be- 
liefs, as modern western commentators 
like to argue? Chiefly, it is said that Russia 
jumped the gun (forgive the expression). 
According to Marx's laws of motion, soci- 
ety is supposed to progress from feudalism 
to capitalism at just that point when feu- 
dalism fetters the forces of production, 
rather than serving them, as it has up to 
that moment. Later, capitalism gives way 
in turn to socialism, the dictatorship of the 
proletariat, and in much the same way- 
once its productive potential has been 
fully achieved, so that henceforth its con- 
tinued existence is an obstacle to material 
sufficiency rather than a means to it. But 
Russia went straight from feudalism to so- 
cialism. This was too quick. Marx could 
have told Lenin that it would never work. 

Is this really what he would have said? 
There is no doubt that Lenin saw himself 
as a true follower of Marx-and he had ev- 
ery reason to. By the end of the 19th cen- 


| hae rate of profit that would nemen its end, 
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The working class was getting the vote. 
The welfare state was taking shape. Fac- 
tory conditions were improving and 
wages were rising well above the floor of 
subsistence. All this was contrary to 
Marx’s laws. 

In response, the left was splitting. On 
one side were reformers and social demo- 
crats who saw that capitalism could be 
given a human face. On the other were 
those who believed that Marx's system 
could be developed and restated, always 
true to its underlying logic-and, crucially, 
with its revolutionary as opposed to evo- 
lutionary character brought to the fore. 





Whose side in this would Marx have 
been on? Revolution or reform? Would he 


have continued to insist that the vampi 
be destroyed? Or would he hav 3 
former, asking it nicely to suck a bit fess 
blood? The latter seems unlikely. Marx 
was a scholar, but he was also a fanatic 
and a revolutionary. His incapacity for 
compromise (with comrades, let alone op- 
ponents) was pathological. And in the pre- 
face to the 1882 Russian edition of the 
“Manifesto”, his last published writing, 
Marx hoped that a revolution in Russia 
might become “the signal for a proletarian 
revolution in the West, so that both com- 
plement each other”; if so, Russia, despite.. 
its pre-capitalist characteristics, “may 
serve as the starting-point for a communist 
development.” Lenin was surely right to 
believe that he, not those soft-headed 
bourgeois accommodationists, was true to 
the master’s thought. 






Apart from the gulag 
Even if Soviet communism was true to 
Marx's ideas, or tried to be, that would not 
condemn all of Marx's thinking. He might 
still have been right about some things, 
possibly even the main things. 

Aspects of his thought do impress. 
However, his assorted sayings about the 
reach of the global market-a favourite . 
proof that “Marx was prescient"—are not- 
in fact the best examples. The 19th century - 
was an era of globalisation, and Marx Was. 
only one of very many who noticed. The . 
accelerating global integration of the 
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Marx was much more original in envis- 
aging the awesome productive power of 
capitalism. He saw that capitalism would 
spur innovation to a hitherto-unimagined 
degree. He was right that giant corpora- 
tions would come to dominate the world's 
industries (though not quite in the way he 
meant). He rightly underlined the impor- 
tance of economic cycles (though his ac- 
counts of their causes and consequences 
were wrong). 

The central paradox that Marx empha- 
sised--namely, that its own colossal pro- 
ductivity would bring capitalism to its 
knees, by making socialism followed by 
communism both materially possible and 
logically necessary—turned out to be false. 
Still, Marx could fairly lay claim to having 
sensed more clearly than others how far 
capitalism would change the material con- 
ditions of the world. And this in turn re- 
flects something else that demands atleast 


a grudging respect: the amazing reach and 


ambition of his thinking. 


But the fact remains that on everything | d 
that mattered most to Marx himself, he - 


was wrong. The real power he claimed for 
his system was predictive, and his main 
| predictions. are hopeless failures. Concern- 
ing the outlook for capitalism, one can al- 
ways argue that he was wrong only in his 


timing: in the end, when capitalism has 


run its course, he will be proved right. Put 


in such a form, this argument, like many 
other apologies for Marx, has the advan- 
tage of being impossible to falsify. But that 
does not make it plausible. The trouble is, it 
leaves out class. This is a wise omission, 
because class is an idea which has become 
blurred to the point of meaninglessness. 
Class antagonism, though, is indispens- 
able to the Marxist world-view. Withoutit, 
even if capitalism succumbs to stagnation 
or decline, the mechanism for its over- 
throw is missing. 

Class war is the sine qua non of Marx. 
But the class war, if it ever existed, is over. 
In western democracies today, who 
chooses who rules, and for how long? 
Who tells governments how companies 
will be regulated? Who in the end owns 
the companies? Workers for hire—the pro- 
letariat. And this is because of, not despite, 
the things Marx most deplored: private 
property, liberal political rights and the 
market. Where it mattered most, Marx 
could nothave been more wrong. 


Right in principle 

Yet Marxist thinking retains great influence 
far beyond the dwindling number who 
proclaim themselves to be Marxists. The 
labour theory of value and the rest of 
Marx's economic apparatus may be so 
- much intellectual scrap, but many of his 
„assumptions, analytical traits and habits 
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of thought are widespread in western aca- 
demia and beyond. 

The core idea that economic structure 
determines everything has been espe- 
cially pernicious. According to this view, 
the right to private property, for instance, 
exists only because it serves bourgeois re- 
lations of production. The same can be 
said for every other right or civil liberty 
one finds in society. The idea that such 
rights have a deeper moral underpinning 
is an illusion. Morality itself is an illusion, 
just another weapon of the ruling class. 
(As Gyorgy Lukacs putit, “Communist eth- 
ics makes it the highest duty to act wick- 
edly...This is the greatest sacrifice revolu- 
tion asks from us.”) Human agency is null: 
we are mere dupes of “the system”, until 
we repudiate it outright. 

What goes for ethics also goes for his- 
tory, literature, the rest of the humanities 
and the social sciences. The “late Marxist” 
sees them all, as traditionally understood, 
not as subjects for disinterested intellec- 
tual inquiry but as forms of social control. 
Never ask what a painter, playwright, ar- 
chitect or philosopher thought he was do- 
ing. You know before you even glance at 
his work what he was really doing: shoring 
up the ruling class. This mindset has made 
deep inroads—most notoriously in literary 
studies, but not just there-in university 
departments and on campuses across 
Western Europe and especially in the Un- 
ited States. The result is a withering away 
not of the state but of opportunities for 
intelligent conversation and of confidence 
that young people might receive a decent 


ib oral éducation. 
Marxist thinking is also deeply Uto 






















for watching knowledgeably as power fell 
into one’s hands. That is, it was a commen-! 
tary on the defects and dynamics of cap-! 
italism. Nowhere in the "Manifesto", or 
anywhere else in his writings, did Marx 
take the trouble to describe how the 
communism he predicted and advocated 
would actually work. 


Marx’s theory of cattle 

He did once say this much: "In communist 
society, where nobody has one exclusive 
sphere of activity...society regulates the 
general production and thus makes it pos: 
sible for me to do one thing today and an- 


- other tomorrow, to hunt in the morning, 


fish in the afternoon, rear cattle in the eve- 


|. ning, criticise after dinner, justas Thavein o 
t mind, without ever becoming hunter  . 

< herdsman or critic.” Whether cattle would 
becontent to be reared onlyintheevening, | 


or just as people had in mind, is one of - 


^. many questions one would wish to see 
treated at greater length. But this cartoon is 


almost all Marx ever said about commu- 
nism in practice. The rest has to be de- 
duced, as an absence of things he deplored 
about capitalism: inequality, exploitation, 
alienation, private property and so forth. 
It is striking that today's militant critics 
of globalisation, whether declared Marx- 
ists or otherwise, proceed in much the 
same way. They present no worked-out al- 
ternative to the present economic order. 
Instead, they invoke a Utopia free of envi- 
ronmental stress, social injustice and 
branded sportswear, harking back to a pre- 
industrial golden age that did not actually 
exist. Never is this alternative future given 
clear shape or offered up for examination. 
And antiglobalists have inherited 
more from Marx besides this. Note the self- 
righteous anger, the violent rhetoric, the 


willing resort to actual violence (in re- 


sponse to the *violence" of the other side), 
the demonisation of big business, the divi- 
sion of the world into exploiters and vic: 
tims, the contempt for piecemeal reform, 
the zeal for activism, the impatience with 
democracy, the disdain for liberal "rights" 
and "freedoms", the suspicion of compro- 
mise, the presumption of hypocrisy (or 
childish naivety) in arguments that defend 
the market order. 

Anti-globalism has been aptly de- 
scribed as a secular religion. So is Marx- 
ism: a creed complete with prophet, sacred 
texts and the promise of a heaven 
shrouded in mystery. Marx was not a sci- 
entist, as he claimed. He founded a faith. 
The economic and political systems he in- 
spired are dead or dying. But his religion is 
abroad church, andliveson. 8 — 





pian-another influential trait. The “Com- 
munist Manifesto", despite the title, wasi 
not a programme for government: it wasal 
programme for gaining power, or rather 
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No amount of human willpower can defy the might of the pink princess 


F ALL the forces against which resis- 

tance is futile, Barbie ranks right up 
near the top. Any poor innocent who as- 
sumed that this piece of anatomically 
challenged plastic, devised in 1959, had 
been left on the toy shelf beside other rel- 
ics of the era is evidently not the parent of 
a pre-school girl. Cult-like, Barbie draws 
her flock with a heady mix of marketing, 
magic and the colour pink. “So you think 
that if you can keep your daughter out of a 
pink tutu, she'll have more chance of be- 
coming a brain surgeon? Just try it some- 
time", wailed the novelist Allison Pearson 
recently of her failed effort to withhold the 
doll from her daughter. She went on: 


One day, in an attempt to stem the toxic tide, 
I brought home a Scandinavian doll which 
looked like a Barbie designed by a feminist 
committee: a wholesome small-breasted 
individual wearing khaki, she clearly 
worked at something useful in developing 
countries. Alas, this poor social democrat 
never got to meet the Barbies. “It’s a boy!” my 
daughter yelled in horror, before dropping 
the liberal compromise in the bucket her 
baby brother reserved for drowning snails. 


Just visit one of the secular temples to 
Barbie that has opened in recent times. Be- 
hind the plate-glass facade of the gleaming 


Toys "R" Us store in New York's Times 
Square, which opened last year, some 
4,000 square feet are dedicated to the pint- 
sized princess. This shrine is a riot of regu- 
lation (and trademarked) Barbie pink, a pe- 
culiarly nauseating hue that lies between a 
garish fuchsia and a medicinal shade of 
bubblegum. There, the latest Rapunzel 
Barbie (plus handsome prince) nestles be- 
side old favourites such as Malibu Barbie, 
not to mention the Barbie lunch box, jew- 
ellery box, cruisin' car, mustang converti- 
ble, horse-and-carriage, or "Make-me- 
pretty talking styling head" play set. 


American sweetheart 

To date, over 1 billion Barbie dolls have 
been sold. The average American girl aged 
between three and 11 owns a staggering 
ten Barbie dolls, according to Mattel, the 
American toy giant that manufactures her. 
An Italian or British girl owns seven; a 
French or German girl, five. The Barbie 
brand is worth some $2 billion—a little 
ahead of Armani, just behind the Wall 
Street Journal—making it the most valuable 
toy brand in the world, according to Inter- 
brand, a consultancy. How is it that this 
impossibly proportioned, charmless toy 
has endured in an industry notorious for 








whimsical fad and fickle fashion? 

Part of Barbie's appeal is that she has 
become, according to Christopher Varaste, 
a historian of Barbie, "the face of the 
American dream". Barbie is not a mere toy, 
nor product category: she is an icon. Quite 
how she became one is hotly debated 
among the Barbie sorority. Some think she 
answers an innate girlish desire for fan- 
tasy, role-playing and dressing-up. Others 
that Mattel has simply manipulated girls' 
aspirations to that end. 

Either way, wrapped up in her pouting 
lips and improbable figure-buxom 
breasts, wafer-thin waist and permanently 
arched feet waiting to slip into a pair of 
high heels-is an apparently enduring 
statement of aspiration and western aes- 
thetic. She is, according to M.G. Lord, who 
has written a biography of Barbie, "the 
most potenticon of American popular cul- 
ture in the late twentieth century." 

Officialdom has recognised Barbie's 
iconic status. The Americans included a 
Barbie doll in the 1976 bicentennial time 
capsule. Earlier this year, the American 
government buried her in a *women's 
health" time capsule, alongside a pair of 
forceps and a girdle. As an emblem of 
Americana she is subject to pastiche, deri- » 
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sion and political statement. Andy Warhol 
made a portrait of Barbie, the Campbell's 
soup of toy brands. An exhibition in Lon- 
don earlier this year displayed “Suicide 
Bomber Barbie” by Simon Tyszko, a British 
artist. Her hair was blonde, her hair ribbon 
red, and around her slender waist was 
wrapped a belt of explosives, attached to a 
detonator held daintily in her hand. 

An industry has even grown up to de- 
construct the meaning of this pint-sized 
piece of pink plastic. Students can enrol on 
sociology courses in America with such ti- 
tles as “From Barbie to Superman: images 
of gender in popular culture”. There are 
shelfloads of books and essays about the 
toy doll, full of insights such as this: 


Barbie represents the sort of contemporary 
selfhood some see as embattled and others 
see as liberated. Hers is a mutable, protean, 
impression-managing, context-bound self 
whose demeanour shifts from situation to 
situation and role to role... Her personality 
is inchoate, even ethereal; her morals and 
values are more implicit than expressed or 
affirmed; her intimate life—her dreams, her 
passions, her abiding attachments—remains 


a mystery. 


Barbie has not colonised girls’ imagina- 
tions by accident. Mattel has dedicated it- 
self to promoting Barbie as “a lifestyle, not 
just a toy”. In addition to selling the dolls, 
Mattel licenses Barbie in 30 different pro- 
duct categories, from furniture to make-up. 
A girl can sleep in Barbie pyjamas, under a 
Barbie duvet-cover, her head on a Barbie 
pillow-case, surrounded by Barbie wall- 
paper, and on, and on. There are Barbie 
conventions, fan clubs, web sites, maga- 
zines and collectors’ events. “She’s so 
much more than a character brand,” en- 
thuses a Mattel publicity person, “she’s a 
fashion statement, a way of life.” 

Most fashion statements made by a 43- 
year-old woman might be met with scorn. 
But the secret of Barbie's eternal youth is 
reinvention. “The brilliance of the brand is 
that she’s a reflection of society as it 
changes,” says Adrienne Fontanella, head 
of Mattel's girl division. “From a fashion 
perspective, she's always right there with 
the latest trend." Every year, Mattel de- 
vises about 150 different Barbie dolls, and 
designs some 120 new outfits. She ac- 
quired a mod look in the 1960s, and tie- 
dyed clothes and a hippie headband in the 
1970s. Over the years, she has worn her 
hair in a ponytail, bubble cut, page boy, 
swirl and side-part flip. *It is a business- 
school case study in innovation," says Dan 
Jansen, at the Boston Consulting Group. 

Moreover, Mattel has moved with the 
times, continually pumping out new mes- 
sages about women as if to keep its critics 
at bay. Barbie is no bimbo, it appears. From 
her early days as a teenage fashion model, 
Barbie has appeared as an astronaut, sur- 
geon, Olympic athlete, downhill skier, aer- 
obics instructor, TV news reporter, vet, 


rock star, doctor, army officer, air force pi- 
lot, summit diplomat, rap musician, presi- 
dential candidate (party undefined), base- 
ball player, scuba diver, lifeguard, 
fire-fighter, engineer, dentist, and many 
(many) more. “Barbie as Rapunzel", a com- 
puter-animated video, was tipped as one 
of the top-selling toys this Christmas. 


Vinyl vamp 

If Barbie appeals because she embodies 
an American ideal, however, it is the na- 
ture of that ideal that so exasperates her 
critics. They fall crudely into two groups: 
the "Barbie is the face of wicked American 
imperialism" camp; and the "Barbie cor- 
rupts young girls with shallow messages 
that promote style over substance" lot. 

The first group blames Barbie for pro- 
moting rampant consumerism and Ameri- 
canisation. Naomi Klein, author of “No 
Logo", lumps Barbie in with MTV, Coca- 
Cola and Disney as perpetrators-in-chief 
of American corporate expansionism. Like 
all toy makers, Mattel has also received its 
share of complaints about its third-world 
factories (it has no plants in America). Fair- 
trade activists have in the past protested 
about the conditions in such places-and 
secured improvements to them. 

Barbie is charged too with glamorising 
the white all-American ideal. She may 
have her African-American, Hispanic and 
Asian sisters, introduced by Mattel as early 
as the 1960s, but Barbie's hold on the 
imagination is as a white, blue-eyed 
blonde. Indeed, in Iran earlier this year, 
there was a crackdown on street-sellers 
trading in this emblem of decadent west- 
ern culture. Certainly, Mattel's efforts to in- 
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troduce an international flavour to its dolls 
border on pastiche. India Barbie, for in- 
stance, launched in the 1980s, came in à 
box stating that most Indians "eat with 
their fingers, not silverware". 

The second lot of critics deplore Barbie 
for preaching the supremacy of appear- 
ance. Girls, they urge, should be out climb- 
ing trees and riding bikes, not plaiting Bar- 
bie's hair. Mattel thrives on girls' desire for 
endless new costumes for their dolls. For 
all the astronaut and army outfits, it is the 
silky stuff they love. Words like “elegant”, 
*glamorous", “romantic” and "beautiful" 
pepper Mattel’s marketing literature. 
Dressing and undressing, brushing and 
grooming, is what Barbie is all about. 


More than this, Barbie has joined the 
gallery of rogues—alongside supermodels, 
women's magazines and the advertising 
industry—held responsible for teenagers’ 
weight anxiety, and women's body com- 
plexes. The doll, says Mary Rogers, a pro- 
fessor of sociology at the University of 
West Florida and author of a book on Bar- 
bie, “belongs to that chorus of voices extol- 
ling not only slimness but also beauty and 
youthfulness as requisites of feminine suc- 
cess.” Naomi Wolf, author of “The Beauty 
Myth”, argues that Barbie shares the blame 
for the fact that girls are raised with a clear 
expectation of what a sexually successful 
woman should look like. The “official 
breast", Ms Wolf once said, was “Barbie’s 
breast"—and shame on any girl who failed 
to possess or acquire one. 

Indeed, Barbie's preposterous figure 
would almost cause a grown woman to 
topple over. Her origins hint at the reason 
for this. The doll was modelled by Ruth 
Handler, who founded Mattel along with 
her husband, Elliot, on a German toy for 
adult men called Lilli. Mrs Handler discov- 
ered this 11'2-inch plastic doll while visit- 
ing Germany, and named her adapted ver- 
sion after her daughter, Barbara. 

Naturally, there are periodic uprisings 
against Barbie. In the early 1990s, Mattel re- 
leased a series of talking Barbies, one of 
which cheeped “Math class is tough". Fem- 
inists were irate. A New York group calling 
itself the Barbie Liberation Organisation 
swapped the voice boxes inside such dolls 
with those from G1 Joe, a male doll made 
by Hasbro, a rival toymaker, and slipped 
them back on the toy-shop shelves. The re- 
educated Barbies bellowed muscular lines 
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such as "Vengeance is mine!", while the 
boy dolls chirped "Let's go shopping!" 

Other detractors turn to art. There is a 
whole world of anti-Barbies, devised for 
reasons of protest and humour. Among 
the exhibits that have gone on display are 
Exorcist Barbie, Drag-queen Barbie and 
Sweatshop Barbie—much to the exaspera- 
tion of Mattel, which guards its creation’s 
image with ferocity. 

When Aqua, a one-time Danish pop 
group, released a song in 1997 called “Bar- 
bie Girl”, for example, Mattel promptly 
took the band to court. Lines included “Life 
in plastic, it's fantastic" and "I'm a blonde 
bimbo girl, in a fantasy world." Earlier this 
year, a judge in San Francisco ruled against >» 


Christmas special E 


Mattel, upholding the group’s right to free- 
dom of expression. Nobody, added the 
judge, would have assumed that Mattel 
had authorised the lyrics: “Nor, upon hear- 
ing Janis Joplin croon ‘Oh Lord, won’t you 
buy me a Mercedes-Benz’, would we sus- 
pect that she and the car maker had en- 
tered into a joint venture." 


Pint-sized, pink and plastic 

But is Barbie as bad for girls as her critics 
imply? When Barbie first burst into the toy 
shops, just as the 1960s were breaking, the 
doll market consisted mostly of babies, de- 
signed for girls to cradle, rock and feed. 
Such toy babies had swept aside the finely 
dressed Victorian adult dolls, which were 
still popular into the early 20th century, 
and had dominated the doll market since. 

Barbie, by contrast, was a go-getting, in- 
dependent young woman. By creating a 
doll with adult features, insisted Mrs Han- 
dler, Barbie's creator, Mattel enabled girls 
to become "anything they want". A child 
of the liberated times, she was an astro- 
naut in 1965, a surgeon by 1973, à presiden- 
tial candidate in 1992. Barbie, claims Mat- 
tel, “has opened new dreams for girls that 
were not as accessible in the early 1960s.” 
So Barbie empowers girls after all? 

The research, such as it is, does not tell 
whether Barbie fans turn into brain sur- 
geons, but it does seem to reject at least the 
idea that Barbie squashes the imagination. 
One study observed that four-year-old 
girls snatched and bickered more while 
playing with toy babies than they did with 
Barbie dolls. Barbie, this study concluded, 
promoted dramatic play and language de- 
velopment. A separate set of interviews 
with adults who played with Barbies in 
childhood concluded that what mattered 
to them in retrospect was "opportunity" 
and "human connection", not concern 
about looks. 

Ultimately, it is impossible to prove 
whether Barbie is a more potent force than 
any other product of western consumer 
culture. Indeed, if anything, sociologists 
have spent more time examining the weird 
sub-cultures and behaviour that Barbie 
seems to have provoked than the role she 
hasin gender stereotyping. 

One such is the apparent ambiguity of 
her sexuality. With her skimpy zebra- 
striped swimsuit, Barbie caused a stir at 
her launch in the late-1950s. Many con- 
demned the doll as sleazy and provoca- 
tive. Yet Barbie and her boyfriend Ken, 
who joined her in 1961, remain curiously 
sexless. Barbie has no nipples; Ken's anat- 
omy consists of a bump between his legs. 
There is, asserts the University of West 
Florida's indefatigable Ms Rogers, "the 
possibility that Barbie may not be hetero- 
sexual. Indeed, she may not even be a 
woman. Barbie may be a drag queen." 

Barbie also seems to have turned into 
something of a gay icon. Barbie attracts a 


huge following among adults, for whom 
collecting is a serious business (a vintage 
Barbie can fetch nearly $10,000). Steven 
Dubin, a sociologist, claims that many of 
these male collectors are gay. He describes 
their two-step coming out: "First they dis- 
close their sexuality. They later profess 
their love for Barbie." A study by an Ameri- 
can psychiatrist into homosexuality sug- 
gested that all the boys he classified as 
"feminine" played with Barbie, according 
to their parents; for nearly a fifth of them, 
she was their favourite toy. Only two-fifths 
of the *masculine" boys were reported as 
playing with Barbie even occasionally. 

Academics have even tried to theorise 
about another less-publicised, but appar- 
ently widespread, feature of the doll: Bar- 
bie mutilation. “Barbie torture", according 
to one researcher, “commonly involves 
tearing her head off, ripping her limbs out, 
and burning her hair off." One male inter- 
viewee in a study confessed that "When 
one day I was mad at my sister, I grabbed 
her Barbies and burnt all of their hair off 
and cut their bodies with sharp knives." 
Another remembered that “I used to have 
a beheaded Barbie in my fish tank with my 
dog's toy shark and my goldfish." Some 
suggest this could represent innate male 
violence towards women; others that it re- 
flects female resistance to an impossible 
ideal. Others point out that the plastic 
dolls are just cheaply made. 


Fashion queen 
Whatever sociologists say about the di- 
minutive diva, however, Mattel's concerns 
lie primarily elsewhere. Last year, global 
sales of Barbie, which supplies nearly a 
third of Mattel's revenue, fell by 3%, to $1.6 
billion, from a peak in 1997 of $1.8 billion. 
The main trouble is what is known in the 
industry as “age compression" or “KGOY”: 
kids getting older younger. Girls now grow 
out of traditional play patterns, such as 
playing with dolls, earlier than they did in 
the past. 

There was a time when even a 12-year- 
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old might still be playing with Barbie. To- 
day, the prime audience is three to five. Yet, 
as Rita Clifton, chief executive of Inter- 
brand, puts it: "Barbie has a particular chal- 
lenge: if she's something your little sister 
wants, you'll consider her too babyish." 

The toy company's answer has been 
twofold. First, it is introducing more brand 
extensions-in effect, more Barbie para- 
phernalia to tempt the tinies. “Barbie in the 
Nutcracker", for instance, Mattel's first 
computer-animated video, generated 
$150m from sales, including associated 
products. For the second, “Barbie as Ra- 
punzel”, Mattel increased from eight to 14 
the number of product tie-ins. A third, 
“Barbie in Swan Lake”, is in the works. 
Mattel's plan, ghastly as it may be for de- 
fenceless parents, is to invade every corner 
of a little girl's life. “I like to think of the 
brand as the Calvin Klein for girls," says 
Mattel's Ms Fontanella. 

The second strategy is to segment the 
market. Adapting Barbie for the older, sav- 
vier girls, however, is tricky, not least be- 
cause of competition from cosmetics, mu- 
sic, fashion and-to a lesser extent than for 
boys-electronic games. Mattel knows full 
well that it can only stretch so far the Bar- 
bie brand beloved of little girls to their 
older sisters. One variation, launched re- 
cently, is "My Scene": this groups three 
dolls, Barbie being one, but has a hipper 
look. Mattel expects to develop perfume, 
cosmetics and music under this brand. 

In many ways, it is fitting that Barbie is 
venturing out to the edgy fringes of the 
fashion industry. For the entire toy indus- 
try is driven by fashion these days. Toys are 
swept from the shop shelves one year, 
only to be forgotten by the next, discarded 
in the recesses of the toy box. Creating chil- 
dren's classics that endure, and turning 
them into profitable franchises, is the holy 
grail of the toy business. In that regard, Bar- 
bie has few peers. She could topple Spider- 
man and Action Man with one swing of 
her dainty handbag. Fashion may undo 
her rivals. Barbie just remakes fashion. 8 











Indian politics 
The nationalists' dark victory 


AHMEDABAD AND DELHI 


A Hindu fundamentalist, Narendra Modi (pictured), triumphs in Gujarat 


HE closer you look, the worse it seems. 

It is bad enough that a hate-filled cam- 
paign playing on communal fears pro- 
pelled Hindu nationalists to a landslide 
election victory in the western state of Gu- 
jarat, despite a bloody pogrom against the 
Muslim minority earlier this year. More 
distressing still is the compelling evidence 
that the violence was actually a vote-win- 
ner for the Bharatiya Janata Party (BJP) and 
its chief minister in Gujarat, Narendra 
Modi. The implications are worrying both 
for the tenor of India's domestic politics, 
and for its relations with the outside 
world, especially its neighbour and fellow 
nuclear power, Pakistan. 

The results, announced on December 
15th, showed that the BjP, which leads the 
national coalition government, had in- 
creased its share of the 182 seats in the state 
legislature from 117 to 126, against 51 for 
Congress, the main opposition. It achieved 
this despite the anti-incumbency vote so 
important in Indian elections. (This had 
not vanished altogether: 12 BJP ministers 
lost their seats.) Almost all the BJP gains 
were made in riot-hit constituencies: the 
party won 53 out of 65 such seats with big 
majorities, a 19% margin of victory, com- 
pared with 5% elsewhere. 

Yet the sje had been steadily losing 
control of state governments ever since 
1999. In Gujarat, too, it had lost a string of 


by-elections. It was vulnerable on many 
counts: water shortages, rising unemploy- 
ment and the collapse of co-operative 
banks with some 2m depositors. 

The turning-point came on February 
27th. A train carrying Hindu activists back 
from Ayodhya, where they were cam- 
paigning for the construction of a temple 
on a disputed site, was attacked in the 
town of Godhra. A carriage was set on fire, 
and58 people died. Muslims were blamed, 
and punished. More than 2,000 people 
died. By the time of the election, 220,000 
people displaced by the riots were still 
away from home. Few areas are now inte- 
grated across communal lines. Even before 
this year's troubles, Gujarat was becoming 
a state of ghettos. 

Mr Modi and his government were ac- 
cused of having done too little to stem the 
bloodshed, and even of having encour- 
aged it. He became a hate figure for India's 
English-language press and abroad. The 
feelings were mutual, and Mr Modi's elec- 
tion campaign unabashedly harped on 
Godhra, and on Pakistani-sponsored "ter- 
rorism". As a result of such terrorism, it 
was claimed, Hindus in Gujarat were in 
danger from Muslims. A mere 9% of Guja- 
rat's som people are Muslim. 

That this tactic has paid off so hand- 
somely is a triumph for Mr Modi and for 
his hardline brand of Hindutva national- 
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ism. After the election, dejected liberals in 
Gujarat were blaming themselves and the 
Congress party for their failure to counter 
the BJP strategy. Successful efforts to per- 
suade Muslims to vote early were said to 
have backfired when television showed 
pictures of Muslims streaming into polling 
stations. The imam of a famous mosque 
was criticised for calling on Muslims to 
vote for Congress, which BJ» turned to its 
own advantage. 

In fact, apparently taking the Muslim 
vote for granted, Congress fielded only five 
Muslim candidates, and made its own soft 
Hindutva pitch for the nationalist vote. 
The party was disorganised and divided, 
and fielded too many candidates better 
known for their parentage than their local 
knowledge. In an election turned by Mr 
Modi into a contest between Gujaratis and 
the rest, it did not help that the Congress 
party leader, Sonia Gandhi, was born in It- 
aly. But the opposition's shortcomings 
cannot disguise the success of Mr Modi's 
divisive campaign. Congress and the BJP 
now have to grapple with the implications 
for nine forthcoming state elections and a 
general election, due in 2004. 

Both Atal Behari Vajpayee, the prime 
minister, a BJP moderate, and his hardline 
deputy, L.K. Advani, have said the result 
will change neither national policy nor 
electoral strategy. They may mean it. The 
BJP rules in coalition with 20 or so other 
parties, some of which might not tolerate 
an abrupt rightward lurch. And Gujarat is 
recognised as being a one-off, both in its 
history of communal violence, and in the 
local strength of the Bj» and its notionally 
apolitical sister organisations, such as the 
World Hindu Council (the Vishwa Hindu 
Parishad, or VHP), which played a big part 
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in mobilising voters. In other states, where »* 





> thegjPisnotin power, the police are likely 
to be far more effective in nipping commu- 
nal violence in the bud. 

That will not stop Hindu extremists 
from trying to replicate their success. Pra- 
win Togadia, a vHP leader, now forecasts 
an Indian Hindu state within two years. 
And the success in Gujarat is bound to 
have an impact on relations with Pakistan, 
which remain tense and hostile. On De- 
cember 16th, a court in Delhi sentenced 
three Indians to death for conspiring with 
Pakistan in an attack on India's Parliament 
a year ago, in which nine people were 
killed. Even if Mr Vajpayee wanted to, he 
would find it hard to seek rapprochement 
with Pakistan in the new climate. At home, 
Hindutva causes will loom large again. 

Mushirul Hasan, of Delhi's Jamia Mil- 
lia Islamia university, argues that the elec- 
tions were not a contest between Muslims 
and Hindus but between bigotry and mo- 
dernity. This points to a less obvious con- 
sequence of Mr Modi's triumph: a subtle 
shifting of the terms of India's political de- 
bate,in which an ugly extreme moves omi- 
nously close to the centre. m 


The Khmers Rouges 


China 
A jail by another 
name 


BEIJING 
What “re-education” means 


PART from its ten-metre wall, the 
Women’s Re-education Through La- 

bour Camp in Beijing looks more like one 
of the modern housing complexes fa- 
voured by the capital’s nouveaux riches 
than a correctional facility. Its pink-col- 
oured buildings, grecian columns, expan- 
sive lawns, rose beds and plane trees wel- 
comed the first inmates in March. “It feels 
inviting,” enthuses the warden, Zhu Xiaoli. 
One of her underlings chimes in, “We 
don't want to make it like a fortress. It 
should be lively and human." 

Litle, however, is human about 
China's re-education through labour (RTL) 
system. The 900-odd prisoners at Miss 
Zhu's $6.7m camp are serving sentences of 


Pol Pot's deputy in court 
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But notin the dock 


FORMER leader of the Khmers 
uges was finally brought to court 

on December 13th, but not to face a 
charge of being a member of the govern- 
ment that in the 1970s was responsible 
for the deaths of up to 2m Cambodians. 
Nuon Chea, now aged 77, a deputy of 
Pol Pot (who died in 1998), was brought 
by ambulance from his house in the for- 
mer guerrilla stronghold of Pailin to 
Phnom Penh's municipal court as a de- 
fence witness for an old Khmer Rouge 
comrade, Sam Bith, aged 70. 

Mr Sam Bith is on trial for the abduc- 
tion and murder of 13 Cambodians and 
three western tourists in 1994. Mr Nuon 
Chea told the court that his comrade had 
gone to Thailand for medical treatment 
at the time the Cambodians and the 
tourists were abducted, supporting a key 
part of the defence case. The trial contin- 
ues. Nuon Paet, another member of the 
Khmers Rouges, was jailed for life in 
1999 for his involvement in the murders. 

While Cambodians take an interest 
in the court appearance of Khmers 
Rouges in any capacity, they wonder 
why they are not in the dock. Two men 
connected to Pol Pot's regime are in cus- 
tody awaiting trial, Ta Mok, a military 
chief, and a secret policeman known as 
Duch. Mr Nuon Chea has not been ar- 
rested, nor has Khieu Samphan, the “re- 





Nuon Chea aids a comrade 


spectable" front man of the regime. 

Last February the United Nations sus- 
pended discussions with the Cambo- 
dian authorities over a proposal to set 
up à tribunal to put the surviving Khmer 
Rouge leaders on trial. For three years 
the two sides had been haggling over 
how much control would be accorded to 
the UN. In December there have been 
moves on the UN side to re-start discus- 
sions. Cambodia's prime minister, Hun 
Sen, appears to favour a degree of recon- 
ciliation with Khmers Rouges who show 
regret for their past actions. But so far no 
one who was close to Pol Pot seems to be 
inclined to say sorry. 





A committee put them inside 


up to three years, entirely at the recom- 
mendation of the police without having 
had a chance to defend themselves in 
court. Most of the inmates are drug addicts 
(about 40%), followers of the Falun Gong 
spiritual movement (28%) and prostitutes 
(about 10%). Their offences are considered 
too minor for punishment in the regular 
prison system, whose inmates are tried in 
court. Yet instead of being fined, put on 
probation or sentenced to community ser- 
vice, they are incarcerated like convicted 
criminals with little difference between 
their institution and a normal jail, except 
in this case for the architecture and colour 
scheme. The Beijing RTL camp happens to 
be a showcase for foreign visitors. Most of 
the other 300-odd RTL facilities in China 
are indistinguishable from prisons. 

The justice ministry says there are some 
260,000 people now serving in the RTL 
system, compared with more than 1.3m in 
prisons (which are often confusingly re- 
ferred to as "reform through labour" 
camps). The true numbers are probably 
greater. Bizarrely, a minor offender could 
end up with more time inside than a viol- 
ent criminal. The maximum RTL sentence 
is three years, extendable to four for those 
who behave badly. In the regular prison 
system, a rapist or robber could be out after 
three years. 

China's courts, unencumbered by ju- 
ries, are hardly impartial. Yet the secretive 
process whereby police-dominated com- 
mittees hand out RTL sentences is espe- 
cially open to abuse. Even officials admit 
that there is a problem. A book of guide- 
lines for handling RTL cases, published in 
China in July, acknowledged that the sen- 
tencing procedure was not in accord with 
the International Covenant on Civil and 
Political Rights, which China signed in 
1998 but has yet to ratify. Nor, it said, was it 
compatible with China's own judicial sys- 
tem. Some RTL committees send to labour 
camps even those involved simply in im- 
moral behaviour or civil disputes. 
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Lorne Craner, a senior American dip- 
lomat who was in China this week for 
talks about human rights, said his hosts 
had for the first time agreed uncondition- 
ally to invite United Nations’ investigators 
to look into abuses, including the jailing of 
citizens without due procedure. But while 
this was an unusual gesture by China to a 
country it normally resents for pontificat- 
ing on human rights, there is little likeli- 
hood that the RTL system will be scrapped 
or significantly modified any time soon. 

Western diplomats involved in human- 
rights talks with China say that a couple of 
years ago indications of possible reform 
were somewhat more encouraging. The 
Chinese have now gone quiet on reform, 
says one envoy. One reason, he suggests, is 
the campaign against Falun Gong, which 
has resulted in thousands of its followers 
being sent to RTL camps since 1999. This 
has played into the hands of the police, 
who regard RTL as a useful tool for sup- 
pressing dissent without the encumbrance 
of judicial bureaucracy. The courts, too, 
oppose any reform that would give them à 


Indonesia 


lot more cases to handle. 

Even abolishing RTL would leave the 
police with considerable power to detain 
people at whim. They can send people to 
centres where drug rehabilitation is car- 
ried out forcibly, and send migrants back 
to their registered homes. This latter proce- 
dure often involves being detained for 
weeks or months and has been increas- 
ingly abused in recent years to extract pay- 
ments from rural labourers working in the 
cities. Shanghai police detained 10,000 
such people in 1988 (1% of the city's mi- 
grant population). By 1997 the figure had 
risen to 100,000, or 3.6% of those regis- 
tered as living outside the city. Of those de- 
tained, some 80% had committed no of- 
fence, according to a government study. 

Writing in November 2001 in the Peking 
University Law Journal, Chen Ruihua, a lec- 
turer at the university law school, said the 
police should be deprived of all their pow- 
ers to impose custodial sentences. This 
was the only way to progress from a police 
state into a state ruled by law. The police, 
not surprisingly, see matters differently. m 


The peacemakers from Switzerland 


BANDA ACEH AND LHOKSEUMAWE 
Anew bid to end violence in Aceh 


EAT rows of red and white flags 

around Banda Aceh's historic Baitur- 
rahman mosque are the Indonesian gov- 
ernment's way of saying that, despite a 
truce signed on December 9th, Aceh is and 
always will be its sovereign territory. Ban- 
ners outside military installations declare 
that the Acehnese love their local military 
command, which loves them back. The 
question on everyone's lips is whether this 
truce can last longer than earlier ones. 

The deal is a de facto admission by In- 
donesia that it cannot win the 26-year sep- 
aratist war against the Free Aceh Move- 
ment (GAM) by military means alone. It is 
certainly a lot clearer than arrangements 
previously brokered by the Switzerland- 
based Henry Dunant Centre since 2000. It 
uses the words "cessation of hostilities" in- 
stead of euphemisms such as “humani- 
tarian pause". International monitors will 
be allowed in alongside those of the gov- 
ernment and GAM. The deal includes 
some details of how remaining political is- 
sues can be thrashed out. 

Yet the distance between the two sides 
remains enormous. Abu Sofyan Dawod, a 
local GAM commander, insists the rebels 
have not abandoned their goal of indepen- 
dence. They see this agreement as a way to 
get it without so many Acehnese dying 







iN: 
INOIAN 


7 


ocean S. 


i 





along the way. They remain distrustful of 
the Indonesian military and the police. 
The deal nearly fell through at the last mi- 
nute over where the rebels' guns would be 
kept. Mr Sofyan says GAM will not hand 
over its weapons to anyone. Indonesia 
wants people to believe that it has gained a 
victory, that GAM has on paper accepted 
special autonomy within Indonesia, at 
least as a starting point. But GAM's Swe- 
den-based leadership accepts Indonesia 
only as a geographical term. 

The paramilitary *mobile brigade" of 
the Indonesia police, for years accused of 
widespread extortion, has been ordered 
back to barracks, but soldiers and police 
with bandannas and assault rifles could 


this week still be seen patrolling in Lhok- 


seumawe. This is an industrial city whose 
giant foreign-invested PT Arun gas plantis 
asource of simmering resentment in Aceh, 
andis one of Indonesia's largest taxpayers. 
Since the signing of the peace deal 15 civil- 
ians are reported to have been killed. 

For all that, both sides realise this may 
be the best chance for peace they will get. 
With a team led by a Thai general, the 
Henry Dunant Centre will be responsible 
for running the entire peace operation, 
probably the first time any group other 
than the United Nations has taken on such 
a role. GAM wanted monitors from west- 
ern countries, because they have shown 
concern about Aceh, unlike Indonesia's 
neighbours. A 150-member "joint security 
committee" will choose "peace zones" 
where GAM weapons will be stored. A 
democratic election is proposed for 2004. 

The holes are clear for all to see. A dele- 
gate-to-be was killed a few days before the 
signing ceremony. Rumours abound of an 
intelligence unit operating death squads. 
According to human-rights groups, more 
than 1,300 people have been killed in Aceh 
this year alone. Since the first truce in May 
2000, the violence has got worse. Most in- 
dependent monitors blame the Indone- 
sian forces, involved in extortion rackets of 
one kind or another. 

Aceh's mineral wealth is substantial 
and a new specialautonomy law has 
brought hundreds of millions of dollars 
into the hands of the regional government. 
Extortion by the police and military is a 
fact of life for the foreign companies who 
mine much of Indonesia’s vast mineral 
wealth, in Aceh as in every other region. 
The real answer is getting the money to be 
used in the way it is intended, but in Indo- 
nesia that is never an easy matter. Never- 
theless, donors at a meeting in Tokyo have 
agreed in principle to help Aceh if the 
peace process works, probably to the tune 
of at least several million dollars. 

There has been considerable interna- 
tional pressure to do a deal. An under-em- 
ployed American envoy to the Middle 
East, General Anthony Zinni, has been tak- 
ing an interest in Aceh. Human-rights 
abuses in the territory have been an obsta- 
cle to military ties between Indonesia and 
the United States, which is keen to have the 
world’s most populous Muslim country 
on its side in the war against terrorism. 

Indonesia's Major General Djali Yusuf 
has publicly admitted that the govern- 
ment cannot defeat GAM by bullets alone. 
The GAM's 3,000 or more fighters can 
strike anywhere in Aceh. The army has 
been barely able to control the main towns 
and the roads that link them. Were Aceh 
ever to get an East Timor-style referendum, 
few people doubt that the independence 
option would win. Even if this deal suc- 
ceeds in halting the violence, the question 
of independence will remain. @ 
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HANOI AND HO CHI MINH CITY 
As communism crumbles, a great cuisine revives 


N VIETNAMESE, simple tasks are not as 

"easy as pie"—they're "like eating dog's 
brain". But until recently, eating dog's 
brain was not easy at all. Vietnam's old 
communist regime frowned on bourgeois 
excesses, such as eating out. The few res- 
taurants that survived were drab, soulless 
spots reserved for party grandees and vis- 
iting dignitaries. Anyway, there was not 
much food on offer. Thanks to a disastrous 
attempt to force all the country's small 
family farms to merge into giant collec- 
tives, Vietnam flirted with famine in the 
1980s. A decent portion of rice, let alone a 
dog's brain, constituted a feast. 

Faced with desperate food shortages 
and a growing exodus of "boat people", 
the government undertook tentative mar- 
ket reforms. Its first step was to give peas- 
ants secure tenure over the land they 
farmed, and freedom to sell their crops at a 
profit. Gradually, other forms of private 
enterprise won freer rein. The ensuing 
revolution was not just agricultural, econ- 
omic and social, but also gastronomic. Ten 
years ago, there were only three restau- 
rants serving dog along the dyke that pro- 


tects Hanoi from the Red river; now there 
are 25. Hungry Hanoians can feast not only 
on dog's brain, but also sausages of dog- 
meat with beans and bitter herbs, grilled 
dog with ginger and shrimp sauce, boiled 
dog with lemongrass and steamed dog's 
liver with chilli and lime. 

Geography determined the basics of 
Vietnamese food. The vast deltas of the 
Red river and the Mekong provide the sta- 
ple, rice, while the strip of coast that con- 
nects them supplies abundant fish. Every 
other aspect of Vietnamese cuisine, how- 
ever, has changed along with the coun- 
try's tumultuous history. Chinese invad- 
ers introduced chopsticks and soy sauce. 
French colonists brought coffee, now the 
country's biggest cash crop. Pressed rice 
cakes became popular during the war 
with America, as a durable and light- 
weight ration. American ice-cream, which 
had been sidelined by Russian slush, has 
made a comeback since America and Viet- 
nam re-established diplomatic ties in 1995. 

Nowadays, free-market reforms are 
having a profound effect on Vietnamese 
food, most obviously in terms of the quan- 


tity available. In 2000, Vietnam produced 
some 32m tonnes of rice: more than twice 
the output of 1987. That huge increase has 
transformed the country from a net im- 
porter of rice to the world's second-largest 
exporter (after Thailand). Over the same 
period, production of chicken and pork- 
and much else—more than doubled. 

But this plenty is unevenly distributed. 
A third of Vietnamese children are under- 
weight, and even more are stunted. Ethnic 
minorities living along Vietnam's moun- 
tainous borders with Laos and China are 
the hungriest, and the north is hungrier 
than the south. The weather in the Mekong 
delta (in the south) is warm and wet all the 
time, allowing farmers to churn out three 
rice crops a year. The chilly northern win- 
ters, by contrast, limit their counterparts in 
the Red river valley to two. The war's leg- 
acy plays a role, too. The south was only 
subjected to collectivisation for about a de- 
cade after reunification, compared with 
some 40 years in the north, so agriculture 
suffered less disruption. 

Many Vietnamese still have to eat 
whatever they can lay their hands on. Pet » 
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birds and dogs are kept indoors to save 
them from the cooking pot. In 1998, the 
government tried to reduce the consump- 
tion of snakes and cats by banning their 
sale, since the exploding rat population 
was damaging crops. Instead, peasants 
simply took to eating rats as well. The 
dwindling number of rats, in turn, has 
caused an explosion in the numbers of an- 
other tasty treat: snails. 

Meanwhile, in nearby Ho Chi Minh 
city, the country’s commercial capital, a re- 
cent survey found that 12.5% of children 
were obese—and the figure is rising. Local 
restaurants vie with one another in ex- 
pense and luxury. Hoang Khai, a local 
businessman, recalls how his family al- 
ways celebrated at home when he was 
young, because there was nowhere to go 
out. He decided to change all that, by 
ploughing the returns from his textile busi- 
ness into a restaurant lavish enough to suit 
the city’s business elite. The result is Au 
Manoir de Khai, a colonial villa smothered 
in gilt and silk where a meal with imported 
wine can set you back more than most 
Vietnamese earn in a year. 

Mr Khai’s humbler compatriots are also 
learning to enjoy their food again. Take 
Lan, who has been cooking Hanoi's fam- 
ous beef-noodle soup, pho bo, for over 20 
years at a hole-in-the-wall stand in the 
city's old quarter. She learned the trade 
from her parents, she says, but never both- 
ered to put any effort into it since the shop 
belonged to the state. In the 1990s, how- 
ever, it was sold to an entrepreneur as part 
of the government's economic reforms. 
Now she uses only the softest noodles, 
and stews her beef broth for eight hours 
before serving-twice as long as before. 
People are fussier now, she explains, and 
won't tolerate slapdash service. 


Of silkworms and goats' testicles 

Indeed, Vietnam's culinary renaissance is 
helping to revive traditions lost during the 
years of war, famine and repression. Di- 
dier Corlou, a French chef who has mar- 
ried into a Vietnamese family, explains 
how his in-laws eagerly contributed old 
recipes for his recent book on Hanoian cui- 
sine. Several new restaurants in Hanoi 
have helped to popularise old-fashioned 
medicinal wine. Diners at the inexpensive 
Highway 4, for example, merrily knock 
back shots flavoured with silkworm, 
snake, crow or goat's testicles. The food, 
too, is a souped-up version of traditional 
mountain cuisine, complete with rural 
treats such as eel or frog. Even street food is 
being gentrified: at Quan An Ngon in Ho 
Chi Minh city, bejewelled ladies wash 
down their stuffed pancakes and hot-and- 
sour soup with sips of chardonnay. 

There are innovations as well as resus- 
citations. Highway 4 serves spring rolls 
containing foreign ingredients such as wa- 
sabi paste and mayonnaise. These are so 





popular that several other local restau- 
rants have copied the recipe. Mooncakes, a 
delicacy sold in the autumn, now come 
stuffed with chocolate as well as the stan- 
dard beans and egg. Bars—a foreign con- 
cept in Vietnam, where food always ac- 
companies drink—are beginning to spread. 

Unlike the cheap pubs that draw only 
men, the comedy acts, raffles and bands at 
the new nightspots attract both men and 
women. But the biggest new craze of all is 
the ubiquitous com, a sort of Vietnamese 
fast-food joint. Whereas traditional street 
stalls serve only one dish, com stands offer 
a wide choice of ready-made toppings to 
accompany a bowl of rice. Poor Vietnam- 
ese, delighted by the variety and conve- 
nience, are flocking to them. 


Not everyone is happy about these 
changes. Cha Ka Le Vong, a Hanoi restau- 
rant which only serves a thick stew of fish 
and herbs, has survived three wars, two 
famines, several attempts at nationalisa- 
tion, hyperinflation, and the dramatic 
boom and bust of the 1990s. But the old 
lady who runs it considers current culi- 
nary trends a tougher challenge than any 
of that. Coms, new-fangled foreign ingredi- 
ents, and even well-entrenched French im- 
ports, such as bread or French fries, are “a 
threat to our tradition", she rails. To this 
day, Vietnam has no McDonald's. 

But most Vietnamese are adapting to 
commercial pressures all too readily. 
Farmers, suddenly paid according to what 
they produce, are slathering their crops in 
pesticides to increase their yields. Many 
Hanoians fear that this may damage their 
health; the market stalls that advertise 
"clean vegetables" are doing a roaring 
trade, even though their wares cost as 
much as 25% more. Eating pho probably 
poses a more serious threat, since some 
unscrupulous merchants try to preserve 
perishable noodles with formaldehyde or 
boric acid. Indeed, food scares have be- 
come common enough that the World 
Health Organisation is helping Vietnam to 
set up a food-safety agency. 

Other dodgy tradesmen make a for- 
tune serving endangered species to super- 
stitious diners. The menu of the Lamrice 
restaurant in Hanoi offers a whole roast 
civet cat for 120,000 dong ($8) or porcu- 
pine steamed with ginger for 50,000 dong. 
Liquor bottles filled with bear paws and ti- 
ger penises decorate the walls. In Ho Chi 
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Minh city, sea-turtle meat goes for 
300,000 dong a kilo, while one enterpris- 
ing salesman offers to produce a bear and 
draw its bile on the spot for $400. He also 
sells tiger meat, he says, to “men whose 
flags are drooping”. All these animals are 
protected by law, but as Pac Bo, the owner 
of Lamrice, puts it, he has “good relations" 
with the authorities, so no one bothers 
him. The unabated trade in wildlife is all 
the more alarming since half of the big 
new mammals discovered worldwide in 
the past century were found in Vietnam. 
Piracy, too, goes entirely unchecked. La 
Vie, the country's most popular mineral 
water, contends with a host of blatant 
knock-offs with names like La Vi, La Ve and 
La Viei. Vietnam's best fish sauce comes 


"The government appealed to Turne 
to eat fewer snakes, since the rat - 
population was exploding. sn ə they 
began eating rats” 


from the island of Phu Quoc, off the south- 
ern coast-so every fish-sauce producer 
with initiative slaps a “Phu Quoc" label on 
his inferior swill. Despairing of official 
help, the islanders have entered a joint 
venture with Unilever, an international 
consumer-goods firm, which may have 
enough cash and clout to pressure the au- 
thorities to curb the counterfeiters. 

There could be no better sign of the 
free-market turmoil to which Vietnamese 
foodis suddenly being exposed. Fish sauce 
is the basic condiment for all Vietnamese 
food, and Phu Quoc its finest incarnation. 
Imagine French vintners granting Coca- 
Cola distribution rights over their grands 
crus. In fact, one impassioned Vietnamese 
argues, the comparison is inadequate, 
since fish sauce is a more sophisticated 
product than wine: only a tiny number of 
wines survive longer than 50 years, 
whereas fish sauce continues to grow in 
flavour and complexity indefinitely. The 
wood of the barrels in which it ferments, 
the quality of the anchovies and salt from 
which it is made, the weather and tem- 
perature during the fermentation process— 
all these factors, he explains with a far- 
away look in his eyes, affect the flavour of 
the finished product. The producer, he con- 
tinues, knows that the sauce is ready for 
bottling when the flies have stopped 
swarming over the rotting brew. 

Unilever has promised not to alter this 
challenging flavour for foreign palates. Nor 
will it need to. Given Vietnam's new 
wealth and interest in its culinary heritage, 
making money out of Phu Quoc fish sauce 
should be like eating dog's brain. = 
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AUSTIN, DALLAS AND LAREDO 


If you wantto see where America is heading, start by studying Texas 


OR the past century, the history of the 

United States has been written by a suc- 
cession of mega states. New York pio- 
neered New Deal liberalism. Michigan pio- 
neered mass production and giant trade 
unions. California was the incubator of 
the Reagan and high-tech revolutions. To- 
day, American history is being shaped by 
a giant south-western state that is best 
known for its cowboys and oil barons. 

George Bush's White House is Texan- 
occupied territory. Another Texan, Tom 
DeLay, lords it over Capitol Hill, as House 
majority leader. The most important busi 
ness story of the past couple of years 
starred a Texan company, Enron. 

The importance of Texas is partly a re 
flection of its sheer size and dynamism. It 
is the second-most-populous state after 
California, and the second-fastest-growing 
mega-state after Florida, having doubled 
its population since 1960. Texas is one of 
the few states importing people both from 
within America, and without. The state's 
wide open spaces and light regulations 
have made it a business magnet. Cor- 
porate giants such as American Airlines 
and J.C. Penney, a retailer, have moved 
their headquarters there. Austin, the state 


capital, is the fastest-growing high-tech 
cluster in the country. 

The state also owes its importance to 
the fact that, in many ways, it has arrived at 
the future first. Texas led the charge away 
from the Great Society (introduced by a 
Texan, Lyndon Baines Johnson) to today’s 
conservative Republicanism, with its en- 
thusiasm for business, religion, rolling 
back the state, muscular nationalism and 
open borders. Texas, together with Califor- 
nia, is also pioneering the Latinoisation of 
America. Latinos already make up 32% of 
the state population, a share that is rapidly 
growing. The state has far more affinity 
with Mexico than far-away Europe. 


A star apart 
The prospect of a Texan-fried future is un- 
likely to be greeted with universal joy, 
however. Many people regard the state as 
synonymous with serial executions and 
vulgar ostentation, with Old Sparky and 
J.R. Ewing. During the 2000 presidential 
campaign, the Democrats lambasted Mr 
Bush as a "Toxic Texan" who wanted to im- 
pose his state's cowboy capitalism and ya- 
hoo values on the rest of the country. 

But what exactly is Texas, this state that 
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is playing such a vital role in shaping 
America at the height of its power? 

Before answering this question a cou- 
ple of caveats should be observed. The first 
is that Texas is changing fast. A state that 
was once rural is now largely urban, home 
to three of the ten biggest cities in the coun- 
try. A state that was once dependent on 
commodities now boasts a highly diversi- 
fied economy. The oil industry has 
branched out from simply extracting oil 
from the ground to selling highly sophisti- 
cated skills around the world. Booming 
high-tech companies such as Dell, eps and 
Texas Instruments are sucking in highly 
educated professionals from across the 
country. Michael Lind, a fellow of the New 
America Foundation, a think-tank, and the 
author of a forthcoming book on his na- 
tive state, says that Texas is transforming it- 
self from Mississippi into California. 

The second caveat is that the state is 
highly diverse. Bits of eastern Texas are in- 
deed like Mississippi. The Dallas-Fort 
Worth area is thoroughly mid-western— 
the place, as Will Rogers, the legendary 
cowboy-turned-Hollywood-star, put it, 
where the east peters out and the west be- 
gins. Border cities like Laredo are as much » 


32| Christmas special Texas 








nual drenching twice as heavy as London. 
For all that, you know you're in Texas 
when you're in Texas. From Austin’s 
swanky Driskill hotel, whose bar seats are 
made of cowhide and walls are decorated 
with images of cowboys and wagon trains, 
lito the grotty border towns, where Mexica- 
nos walk around in ten-gallon hats; from 
the high-rises of Dallas, where business- 
men wear cowboy boots and string ties, to 
the 100,000-acre (40,500-hectare) ranches 
where ranchers use small aircraft to visit 
neighbours, there is something utterly dis- 
tinctive about the place. In the land of the 
bland, Texas retains its unique flavour. 
Texas has an almost national sense of 
identity. Texans love to boast that their 
state was an independent nation before it 





joined the union: that for nine glorious 
years (1836-45), Texans had their own 
army, navy, currency and foreign policy. 
The lone star symbol is stamped into the 
concrete of the state freeways. The injunc- 
tion “don’t mess with Texas” is ubiquitous. 

So what is Texas? The simplest answer 
is that it is America on steroids. Think of 
the characteristics that make America dis- 
tinctive—its size and diversity, its optimism 
and self-confidence, its crass materialism 
and bravado, its incredible ability to make 
something out of nothing—and they exist 
in their purest form in Texas. Marshall 
Wittmann, of the Hudson Institute, says 
that his native state is America’s America: 
the place where Americans go when they 
need a new start and a fresh opportunity. 
“You can go to hell,” Davy Crockett de- 
clared when his political career collapsed 
in Tennessee: “I’m going to Texas”. 

The sheer size of Mr Crockett’s adopted 
state—Texas is almost as big as Britain and 
France combined-has an effect on the 
mindset. Size promotes a slash and burn 
attitude, for instance, to the environment, 
an outlook reinforced by the fact that so 
much of the state is physically nonde- 
script: a collection of tedious plains, vast 
deserts and anonymous scrublands. In- 
tensive cotton-growing ruined the soil of 
riverbeds. Overgrazing ruined the prairie 
soil. Oil speculators left ghost towns and 
pools of pollution in their wake. This is a 
land that breeds a tough-minded respect 
for man's ability to master nature, the op- 
posite of the namby-pamby environmen- 


Mexican as American. In El Paso,italmost — talism that flourishes in Europe's compact i 


never rains. Houston gets an average an- 






cities and beautiful countryside. 

Size goes along with a swaggering 
boastfulness. This boastfulness seems to 
be encoded in the American DNA: the 
prospectuses that persuaded Elizabethans 
to invest in the Massachusetts and Virginia 
companies were full of tall tales about the 
New World. But Texas has perfected big- 
ger-and-bestest-of-everything braggado- 
cio. Joel Kotkin, of Pepperdine University, 
provocatively compares California to a 
beautiful blonde who knows that the men 
will come running, while dowdy old Texas 
has to try that much harder. 

Yet Texans have a gift for turning their 
boasts into reality. Dallas’s gleaming 
towers arise out of a featureless plain. 
Houston has built a sophisticated civilisa- 
tion on a steaming and mosquito-infested 


swamp. Fort Worth, a former cow town, 
has some of the most charming museums 
in the country. The state’s motto might as 
well be "Let's get the dirt flying". 

Texas is a land of buccaneering capital- 
ism: of wildcatters who made fabulous 
fortunes out of holes in the ground, and 
Potemkin firms that became the toast of 
the town, like Enron. It has produced some 
remarkable rags-to-riches stories: think of 
C.M. "Dad" Joiner, a 71-year-old wildcatter 
who sank his last dollars into a makeshift 
drilling-rig and hit oil at 3,600 feet, or the 
extraordinary Hunt dynasty, started by 
H.L. Hunt, a notorious bigamist who be- 
came one of the world's richest oil men. 

But it has also produced a rather imma- 
ture attitude to wealth. Mr Lind argues that 
the state's “gusher elite” practises a form of 
capitalism that is closer to gambling than 
to Max Weber's Protestant ethic. Texas is 
famous for its mega-mansions, spectacu- 
lar balls and its Neiman Marcus catalogue, 
which has offered such items as “his and 
her” giraffes and submarines. It is also fam- 
ous for boom-bust cycles and speculative 
bubbles. The oil boom, which once made 
Texas the world's biggest producer of oil, 
went bust in the 19805, a decade that also 
saw the real-estate bubble burst and the 
Savings and Loan industry implode. To- 
day, the state is struggling with both the 
collapse of Enron and the puncturing of 
the high-tech bubble. 

If Texas is generous to the successful, it 
is equally hard on the unfortunate. This is 
a land of low taxes, weak trade unions, a 
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shrivelled public sector and a paltry wel- 
fare state, all of which ensure that plenty 
co-exists with poverty. Houston's shim- 
mering towers and malls sit next to fester- 
ing slums, with unpaved streets and shot- 
gun shacks; the city's world-class medical 
centre squats atop a health-care system 
that fails to reach the state's poorest citi- 
zens. The University of Texas boasts a star- 
studied faculty and the second-largest en- 
dowment after Harvard, with 21m acres of 
oil-fields to its name. But Texas also has 
some of the worst schools in the country. 
Texas is arguably the most militaristic 
state in the union, the heir to the South's 
military tradition and the beneficiary of 
federal largesse that has left military bases 
dotted around the state. The San Antonio 
regionis the living embodiment of the mil- 
itary-industrial complex, with an army 
base, two airforce bases, a huge army 
medical centre, dozens of defence-related 
firms and a big community of military re- 
tirees. Fort Hood, near Waco, is the army's 
second-largest base. The 16,000-acre Pan- 
tex plant in west Texas secretly assembled 


thousands of nuclear warheads during the 


cold war, and now maintains what re- 
mains of America's nuclear arsenal. 

Violence is not limited to the military 
variety. Texas represents the confluence of 
the two most violent areas in the country: 
the South and the frontier. Texas was 
tamed by gun-wielding cowboys and re- 
mains thoroughly marinated in the gun 
culture. This is the state where Lee Harvey 
Oswald assassinated John F. Kennedy, and 
where a former marine, Charles Whitman, 
stood on the observation deck of the Uni- 
versity of Texas Tower and fired his rifle for 
an hour and a half, killing 14 and injuring 
31. In 2000, George Bush's last year as gov- 
ernor, the state executed 40 people. Today, 
452 people are languishing on Texas's 
death row, 12% of the country's total. 


Deceptive appearances 

All this suggests that Texas is a fairly simple 
place to grasp. But the longer you spend 
there, the more complicated it becomes. 
Those seemingly straightforward Texans 
turn out to be profoundly ambivalent on 
all sorts of vital issues. 

Take government. Freedom-loving Tex- 
ans have taken lots of measures to tame 
the government beast. The state legislature 
is in session only for six months every two 
years. Legislators are paid only a nominal 
sum. The governor does not even have the 
power to appoint his cabinet. Texas’s mini- 
malistic attitude to government is embod- 
ied in one of the Texas Rangers’ favourite 
mottoes: “one riot, one ranger”. 

Yet the Lone Star state owes as much to 
Washington as anywhere else does. Fed- 
eral government money has helped to 
transform a rural backwater into a high- 
tech leviathan, starting with hydro-electric 
power in the 1930s, intensifying with the »» 
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space programme in the 1960s, and con- 
tinuing with today’s huge military build- 
up. The reason that the first word spoken 
on the moon was “Houston” is that Texas 
is so skilful at wielding political power. 

Sam Rayburn, raised in hardscrabble 
farm country along an unnavigable river, 
held the Speakership of Congress for al- 
most 20 years—longer than anybody else— 
and crafted much of the New Deal legisla- 
tion. Lyndon Johnson, from backward hill 
country, was arguably the most powerful 
senator America has ever produced. Be- 
tween 1964 and 2000, Texas supplied three 
elected presidents (Johnson and the two 
Bushes), two vice-presidential candidates 
(George Bush senior and Lloyd Bentsen), 
and the most successful third-party candi- 
date since Teddy Roosevelt (Ross Perot). 

Texan politicians have a genius for 
burying party differences when it comes 
to helping their native state, a talent that 
has survived the Republican takeover. Phil 
Gramm, à fiscal conservative who held 
LBJ's senate seat until his recent retirement, 
liked to say: "I'm carrying so much pork, 
Im beginning to get trichinosis.” Were 
Congress ever to approve a daft pro- 
gramme such as manufacturing cheese on 
the moon, he says, he would try to make 
sure that the milk came from Texan cows 
and the "celestial navigation system" was 
developed in a Texan university. 

This points to a second source of am- 
bivalence: individualism. Texans pride 
themselves on preserving this American 
tradition—and its economic partner, entre- 
preneurialism-in its purest form. Who but 
a larger-than-life individual would have 
the guts to settle in such unforgiving land? 
The state's most successful politicians 
have all been outsized characters, people 
who combine good ol' boy charm with 
cunning and eccentricity: Bob Bullock, the 
lieutenant-governor who married five 
times, or Mr Perot, or, of course, LBJ. 

But Texans also have a strong collectiv- 
ist streak, seen in their obsessive loyalty to 
their football teams, in their fondness for 
fraternities, and in the intense rivalry be- 
tween the state's two leading universities, 
the University of Texas and Texas A&M. 
The Texas business oligarchy is one of the 
clubbiest in the country, forever working 
behind the scenes to fix problems, organ- 
ise civic projects and win one for Texas. 

The state’s business and political elites 
are hopelessly intertwined. Politicians 
have always had a habit of getting rich: LBJ 
somehow ended up owning the state's 
most lucrative media contracts. And busi- 
ness people have always had a knack of 
backing the right politicians, or winning 
the most lucrative government contracts. 
Mr Perot, for example, was America's first 
welfare billionaire, thanks to a contract 
that allowed him to computerise the coun- 
try's social-security system. The oil and 
gas industry mastered crony capitalism 


long before Ken Lay came along. Genera- 
tions of congressmen spent their careers 
protecting the industry's perks and tax 
breaks, and generations of oilmen set as 
much store by cultivating goodwill in 
Washington as prospecting for oil. 

George Bush is thus a perfect embodi- 
ment of this Texas tradition: a man who 
loves to talk about individualism and en- 
trepreneurship, but owes much of his for- 
tune to the helping hand of fellow mem- 
bers of the Texas elite, and is less interested 
in promoting competition than in cutting 
deals with powerful business interests. 


The outsiders 

There is much to disapprove of in all this. 
But before writing off the Texification of 
America, it is worth reflecting on a few of 
the state's more appealing qualities. 

The most attractive is openness. This 
has always been an export-based econ- 
omy, with first cotton, then energy and 
now high-tech linking it to global markets. 
It has always lured outside capital and tal- 
ent. Texas has taken the East Coast Bush 
family to its heart because their story of 
transplantation is so typically Texan. 

The enthusiasm for openness has been 





Perfect spot for a mansion or two 


reinforced by NAFTA, à project master- 
minded by Texans of both parties, notably 
Lloyd Bentsen and George Bush senior, 
and which has helped to transform the 
state's 1,250-mile (2,000-kilometre) border 
with Mexico from a potential problem into 
an opportunity. Fully 70% of America's ex- 
ports to Mexico go through Texas. More 
than 3,000 maquiladoras have sprung up 
along the border, and twin towns, such as 
El Paso-Juarez and Laredo-Nuevo Laredo, 
exist in a mutually beneficial symbiosis. 
The World Trade Bridge between Laredo 


and its Mexican twin is one of the world's 
busiest, with 9,000 trucks crossing a day. 

This openness is increasingly cultural 
as well as economic. Texas has a terrible 
tradition of racism, to be sure, which led it 
to side with the Confederacy, pass Jim 
Crow laws and nurture the Ku Klux Klan, 
but that tradition is fading fast. Instead, 
Texas is enthusiastically mixing all sorts of 
cultures—from the South, south-west and 
the other side of the border-into a distinc- 
tive blend. In Laredo, newly rich Latinos 
put on debutante balls for their daughters, 
borrowing from an old southern tradition. 
In Austin, one of the liveliest music towns 
in the country, Tejano musicians mix 
country and western with Mexican music. 

The Texas Republican Party has thrown 
in its lot with openness, thanks in no small 
partto the Bush dynasty. The party refused 
to engage in the immigrant-bashing that 
eventually condemned the Californian Re- 
publican Party to irrelevance. Indeed, 
George Bush was a frequent visitor to Mex- 
ico, and an enthusiastic, if imperfect, 
speaker of Spanish. The party also success- 
fully got rid of affirmative action while 
holding out a helping hand to poorer peo- 
ple, offering places at state universities in 
Texas to the top 10% of students from every 
school. The Texan GOp’s national ascen- 
dancy has thankfully condemned more 
xenophobic Republican traditions to the 
wilderness, not least the isolationist tradi- 
tion that flourished in the mid-west. 

The other admirable feature of Texas is 
its incredible creativity—its ability to make 
something out of nothing, and to reinvent 
itself when times get tough. Texas had few 
natural resources to recommend it until à 
wildcatter struck oil in Spindeltop in 1901. 
Stephen Austin, an early coloniser, called it 
“a wild, howling, interminable solitude". 

Most of the land is inhospitable. The 
Gulf Coast is humid, mosquito-ridden and 
plagued by torrential rains. The west is 
desert. The border country is hardscrab- 
ble. The plains in the north are racked by 
winds. But Texans have managed to turn 
this unwelcoming piece of the earth into a 
civilised home, taming the heat with air- 
conditioning and populating the desert 
with office buildings and mansions. 

The ability of Texans to impose their 
will on a hostile environment is indeed re- 
markable. For all its ingenuity, though, the 
state will soon face rather more sophisti- 
cated tests. Can it deal with its legacy of 
pollution, poor planning and growth-at- 
any-cost? Can it tame its fearsome and of- 
ten barbaric prison system? And can it do 
this without losing the will and energy 
that have made it such a creative place? 

The real test for Texas will not be 
whether it can play a leading role in shap- 
ing America—and so the world. That much 
is already encoded in demographic and 
economic trends. It will be whether Texas 
can become a better place in the process. 8 
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How the Trent Lott affair went from personal problem to political crisis 


N DECEMBER sth, when Trent Lott, 

the Republican leader of the Senate, 
made his now-notorious assertion that 
America would have been better off if the 
segregationist Strom Thurmond had won 
the 1948 election, few people thought it a 
hanging offence. Reporters covering Mr 
Thurmond's 100th birthday party did not 
mention Mr Lott (the Washington Post an 
honourable exception). Tom Daschle, the 
Democrats' leader in the Senate, inter- 
preted the comments as a case of garbled 
imprecision made off-the-cuff. 

Now Mr Lott is fighting for his political 
life. On January 6th, unless he resigns be- 
forehand, his Republican colleagues in the 
Senate will meetto decide whether to keep 
him as leader. So swift and total has been 
his reversal of fortune since his party's 
mid-term triumph that even he does not 
seem to understand what happened. 

The tempest that has swept him up has 
been driven by four things. First, it soon 
transpired that Mr Lott's comments were 
not the aberration of a man committed to 
the cause of racial equality, as he claimed. 
Rather, they were part of a pattern of 
speaking and voting against some of the 
civil-rights agenda. This was a man who 
began his political career working for one 
of America's more virulent segregation- 
ists, who voted twice against the extension 
of the voting-rights act, who opposed the 
establishment of a federal holiday for Mar- 
tin Luther King and who, more recently, 


has been associated with a white su- 
premacist group called the Council of 
Conservative Citizens. 

The revelation of this record may well 
have offended many Americans. More 
than half think he should resign his leader- 
ship. But itis not—it must be said—very dif- 
ferent from the records of other southern 
politicians (though as Senate leader, he 
might be held to a higher standard). Had 
this been all, he might have escaped. 

Hence the importance of the second 
thing: the politics of race may be changing 
in America. The mainstream media was 
initially blind to his remarks perhaps be- 
cause it is used to such comments. But the 
"blogosphere"—websites of opinion and 
news, first known as weblogs-denounced 
the remarks vigorously, and would not let 
up, finally forcing others to take notice. 

Many online critics—Glenn Reynolds, 
Andrew Sullivan and the National Review 
online—are conservatives. They speak for a 
new breed of Republicans unwilling, as 
Mr Sullivan putit, to “wrap [segregation] in 
the gauze of collective amnesia, and refer 
to it obliquely in friendly contexts as a po- 
litical signal to [the Republican] base." Had 
Mr Lott faced criticism only from Demo- 
crats, he might have shrugged it off as 
merely partisan. Attacks from the right on 
issues of principle were more damaging. 

Third, Mr Lott's apologies offended 
against a basic law of politics: when in a 
hole, stop digging. He has so far offered no 
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fewer than five explanations. Each has 
added some new cause for dissatisfaction. 
Last weekend for instance (in apology 
number four) he again claimed that he had 
been improvising, but he finally admitted 
that segregation was a “stain on the na- 
tion’s soul”. It is not clear whether this 
comment would have been enough had 
he made it right away. But to say it so late 
invited the riposte that he should have 
said it long before—preferably before Mr 
Thurmond turned 100. 

Then, this week (in apology number 
five) he went on Black Entertainment Tele- 
vision. There he implausibly claimed that, 
in supporting Mr Thurmond, he was back- 
ing the senator’s stance on communism 
and the budget, not race. Even more im- 
plausibly he revealed himself as a hith- 
erto-unsuspected supporter of affirmative 
action. “Across the board?” asked his 
stunned host. “Absolutely,” replied the 
man who voted against most affirmative- 
action proposals in Congress. Critics lost 
no time in claiming Mr Lott will say any- 
thing to stay in power. 

Lastly, and most important, Mr Lott 
seems to have lost the confidence of the 
president. On December 12th Mr Bush 
gave the Senate leader an extraordinary 
public dressing down: “Recent comments 
by Senator Lott do not reflect the spirit of 
our country...Every day our nation was 
segregated was a day that America was un- 
faithful to our founding ideals.” Worse, he 
did not say that he wanted Mr Lott to stay 
on. Instead, unnamed White House 
sources started revealing that Mr Bush 
would not work to save Mr Lott from de- 
feat in a Senate leadership contest. Mr 
Bush cannot call for Mr Lott's resigna- 
tion-to do so would offend against the 
separation of powers. But he has made it 
clear that he sees Mr Lott's comments as 
wrong, damaging to the Republican Party 










‘and an obstacle to his policies on affirma- 
tive action and school choice. 
Either Mr Lott now goes quietly, or he is 
= ejected in a bloody contest, or, worst of all, 
-. he wins his fight, and the split between 
== Senate leadership and White House be- 
comes entrenched. Which is most likely? 
Mr Lott himself seems determined to 
tough it out. He has openly condemned 
the White House whisperers and insisted 
that he has enough votes to win any con- 
test. The fateful meeting of Republican 
senators will not take place for three 
weeks, by which time (Mr Lott must hope) 
the furore may have quietened. Encourag- 
ingly, John Lewis, a black Democratic con- 
gressman from Georgia, has said Mr Lott 
should be forgiven. Mr Lewis, who was 
beaten up by white thugs in the 1960s, is 
one of the heroes of the civil-rights strug- 
gle and his clemency should count for 
something. Meanwhile, only three sena- 
tors had called openly for aleadership con- 
. test by the time The Economist went to 
press: Don Nickles, a long-time critic, Jim 
Talent, who was elected to the Senate in 
November, and Lincoln Chafee, a moder- 
ate (who said that Mr Lott should go). 










Double, double, Lotta trouble 

Against that, only a handful of senators 
have said they want Mr Lott to stay or that 
they think he can, in fact, hold on. Rather, 
senators have retreated into opacity or si- 
- lence. But comments like “we need to get 
this behind us” or “he needs a fair opportu- 
- nity to hear his colleagues and ask for sup- 
port” hardly speak of deep loyalty to the 
beleaguered senator. In these circum- 
stances, behind-the-scenes lobbying from 
the White House may prove decisive. 

In a possible contest, Mr Bush seems to 
back Bill Frist, a telegenic surgeon turned 
senator from Tennessee who not only 
spends his holidays working for nothing in 
field hospitals in Sudan (his medical back- 
ground will help in forthcoming battles 
over Medicare reform) but has also just 
masterminded the Republicans’ recapture 
of the Senate in the mid-term elections. If 
senators were to back Mr Lott rather than 
Mr Frist now, they would risk appearing to 
associate themselves with Mr Lott's civil- 
rights record and to disassociate them- 
selves from the president's hints. 

In other words, politically the most 
likely outcome is that Mr Lott will go. His 
allies have even threatened that he might 
resign his Senate seat as well—which 
would return the balance of the Senate to 
50:50 because the governor of Mississippi, 
a Democrat, could then appoint a replace- 
ment (Mike Espy, Bill Clinton’s agriculture 
secretary is a favourite). But to do that 
would burn all Mr Lott’s bridges with his 
party. More likely, if he wanted to leave in 
protest, he could stay on fora while, and re- 
sign to run next year for governor of his 
state, where he remains popular. @ 
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Reformis in the air for health insurance, 
though it still won'tlook like Europe's 


qu Europeans who like to claim 
that America is an uncivilised place 
sooner or later cite its health-care system. 
One in seven people in the world's richest 
country does not have health insurance, 
that staple of the European welfare state. 
Now the uninsured are becoming a con- 
tentious political issue inside America—for 
the first time since “Hillarycare”, the Clin- 
tons’ ill-fated attempt to overhaul Amer- 
ica’s health-care system in 1993-94. 
Producing some kind of health-care 
policy before the 2004 election is one of 
George Bush’s priorities, particularly now 
that he can no longer blame a Democratic 
Congress for standing in his way. So far his 
main focus has been on providing pre- 
scription-drug benefits to old people. But 
the uninsured are a bigger challenge. 
Contrary to the stories peddled in Eu- 
rope, as well as by some Democrats, the 
uninsured are not some wretched under- 
class. The poorest Americans, as well as 
the disabled and the elderly, are insured 
by the government’s Medicare and Medic- 
aid programmes, which together cover 
one in four people. Most other Americans 
are covered by employer-sponsored plans. 
The 41.2m people who had no health in- 
surance in 2001~and the number is ris- 
ing—are, as Robert Moffit of the Heritage 
Foundation points out, amixed bunch. 


Less than 
$25,000 








They are mostly middle-class. Three- 


quarters of those of working age have a 


job. A third live in households with more 
than $50,000 in annual income. Two- 
thirds are under the age of 35 (college stu- 
dents are often uninsured). Around half go 
without insurance for less than six 
months. The typical uninsured household 
is a youngish married couple, with the 
husband working for a small firm that 
does not provide health insurance. 

Most of the uninsured are in that posi- 
tion by choice—albeit a slightly forced one. 
One in four has access to coverage at work, 
but fails to take it up, either because the 
premiums are too high (usually they 
amount to a couple of hundred dollars a 
month), or because they would rather 
spend their disposable income elsewhere. 
Many of those who are not covered at 
work or are between jobs could afford to 
buy policies themselves (though they are 
even more expensive than at work, where 
risks are pooled), but do not. Young and 
healthy, they take a rational bet. 

There is, however, little reason for com- 
placency. Many of the newly uninsured 
fall into that category because of redun- 
dancy: losing your job often means losing 
health-care cover. Employers have also 
gradually been changing their insurance 
plans, shifting ever more of their ever-ris- 
ing health-care costs on to employees. And 
treatment of the uninsured costs more, too, 
since an uninsured ill person will often 
leave an illness untreated until it becomes 
an emergency, at which point federal law 
requires hospitals to care for them. 

An even bigger problem is the uneven 
structure of health insurance, which, since 
the second world war—when health insur- 
ance costs were exempted from wage con- 
trols-has been designed to be routed 
through big employers. People who get 
their insurance through their employer en- 
joy a tax break, which costs the govern- 
ment $141 billion a year. Poorer workers 
who wantto buy health insurance on their 
own must pay for it out of after-tax in- 
come. Mr Moffit calls this “massive dis- 
crimination against the poor”. 


Remembering Hillary 

When the Clinton administration tried to 
create a new health-care system, Republi- 
cans portrayed it as a looming Franken- 
stein bureaucracy that would destroy 
most Americans’ high quality of care and 
usher in the horrors of waiting-lists. This 
time, it may be a more moderate affair. 

So far there have been relatively few 
voices raised in support of a “single-payer” 
plan, similar to those in Canada or Britain. 
Al Gore’s was one, but he has now 
dropped out of the presidential reckoning 
(see Lexington). In November, a referen- 
dum to bring a single-payer system to Ore- 
gon failed by a margin of four to one. | 

For their part, Republicans are likely to | 








> continue their push for tax credits and re- 
bates to help poor people buy insurance 
policies from private insurers. One pro- 
posal, made last year, is to offer tax rebates 
of up to $3,000 a year for poor households 
that pay for insurance out of their own 
pockets. The Democrats, though now out- 
numbered in both House and Senate, will 
try to steer the poor towards the dismal 
Medicaid system. Last year, when they 
controlled the Senate, they twice rejected 
any use of private insurers to help those 
without coverage. 

The most interesting idea is a proposal 
to require all Americans to buy health in- 
surance. Most of the working poor, armed 
with tax credits, would go to private insur- 
ers, but the truly poor could tap govern- 
ment-sponsored risk pools. Senator John 
Breaux of Louisiana, a Democrat, has 
mooted one version of this. After all, in 
nearly every state of this car-crazy coun- 
try, you can hardly take to the highway 
without proof of insurance. Perhaps 
Americans will decide that what is good 
for the road is also good for their health. m 
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New York labour disputes 


A happy ending 


NEW YORK 
And Mayor Bloomberg didn't need his 
bike after all 


S THE news spread, there was a run on 
bicycles, sleeping bags and hotel 
rooms. Freezing rains and gusting winds 
increased everybody's gloom. Faced with 
a transport workers’ strike, everyone had a 
contingency plan, and many had a 
back-up scheme if that didn't work. 

New York had been there before. The 
winter transport strike of 1966 strangled 
the city and poisoned subsequent negotia- 
tions with other unions, which had de- 
duced that chaos worked. This time the 
transport workers were still bitter from 
their last pay talks in 1999, which had been 
followed by an unofficial slowdown, sab- 
otage on the tracks and the election of a 
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lance threatens civil liberties, decided to 
telephone Mr Poindexter at home to ask 
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him about it. The interview did not 

come to much—Mr Smith got through 
only to Mrs Poindexter—but in his col- 
umn for SF Weekly Mr Smith printed the 
Poindexters' home telephone number 
and urged his readers to call and ask 
their own questions, such as “why he 
needs our toll-booth records”, and what 
videos he was watching. 

Two weeks later, the phone number 
has been disconnected, but hackers have 
posted satellite photographs of Mr Poin- 
dexter’s house (“nestled beside a Mary- 
land golf course”) on the web, along 
with much arcane detail about his tele- 
phone service and odds and ends of 

neighbourhood ). It is not exactly 
Mr Poindexter, it 
those 
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new, militant lesderihio with loud, large 
demands. To add to the union's anger, four 
transport workers had died over the past 
two months; this was an unsafe job, it said. 
And, like every other city and state entity, 
the Metropolitan Transit Authority, which 
controls the city's buses and subways, was 
in effect broke. Demands were high and 
there was nothing to give. 

Came the dawn. The first sign of a deal 
appeared right on the strike deadline, at 
midnight on December 15th, when the un- 
ion agreed to talk rather than walk. Then, 
hours later, it was all over. Union mem- 
bers agreed to receive annual pay in- 
creases of under 3%, far below what they 
had demanded and other unions had re- 
cently received. Odder still, everyone 
seemed happy. 

What went right? The city's govern- 
ment had used a careful mixture of reason, 
threats and moral coaxing. Having raised 
taxes several weeks ago, Mayor Michael 
Bloomberg could plausibly argue that the 
city was broke and its people were already 
paying more at a time when their own jobs 
and salaries were being cut. On December 
13th the city got an injunction from a local 
court that could have devastated the un- 
ion's finances, and made it clear it was 
willing to use it. Every city official, from the 
mayor down, emphasised how dangerous 
to the city a strike would be. New Yorkers— 
often sympathetic to unions in the past— 
were convinced. 

Above all, in a demonstration of seri- 
ous intent and impressive management, 
the mayor's people unveiled some extraor- 
dinarily detailed contingency plans: new 
services such as ferries, suspension of 
laws banning vehicles without special li- 
cences from picking up passengers, and 
the reorganisation of routes run by private 
bus lines and railroads. Mr Bloomberg 
bought a bicycle, said he would ride to 
work, and encouraged everyone to do like- 
wise. The mayor left no doubt that the city 
was prepared, and willing, to take a strike. 

He and other officials were also careful 
not to personalise the strike, even when 
provoked. The talks, they said, were really 
just about keeping the city going during à 
difficult time. Most of the union's mem- 
bers seemed to accept this. In the after- 
math of September 11th, and in the midst 
of a recession, Mr Bloomberg's careful and 
nonrideological approach may have 
tapped into a sentiment shared by both 
commuters and transport workers: that 
the city has to be treated gently. 

And indeed there has been, in general, 
a flurry of heartening signs. On December 
17th the mayor held a press conference to 
discuss the falling crime rate; the next day 
the city unveiled new plans for the re- 
construction of lower Manhattan. For a 
moment, even cynical New Yorkers could 
be forgiven for thinking there may be a 
brighter future for their city. m 
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Lexington | After Al 


A queue of Democrats wants to have a go at George Bush 





MOU have to hand it to Al Gore. He may not be much good at 
entrances, but when it comes to exits he's a master. His con- 
cession speech after the Florida recount in the 2000 presidential 
election (“It’s time for me to go") was better than anything he 
produced during the campaign. And his announcement that he 
will not run for election in 2004 was better still. 

On December 14th Mr Gore put in a rollicking performance 
as the host of "Saturday Night Live", an American comedy insti- 
tution. He was as fluid and funny as he is generally stiff and seri- 
ous. "The good news about not being president is that I have my 
weekends free," he announced in the opening monologue. *The 
bad news is that my weekdays are also free." In one sketch he 
played the part of the beleaguered Senate majority leader, Trent 
Lott. He didn't support Strom Thurmond because the centenar- 
ian was a segregationist, he explained. He supported him be- 
cause he believed that blacks and whites should be kept apart. 
He apologised if his remarks had seemed racially insensitive: “I 
meant no disrespect to any white people." 

Next morning, Mr Gore abruptly took himself out of the 2004 
presidential race. He had spent the previous few months acting 
as if he were running for office-making speeches on the econ- 
omy and Iraq, promoting two books he and his wife have just 
written, rushing in and out of television studios, visiting cold, 
bleak bits of the country. Now he is returning to civilised life. 

Why did the Democrats’ front-runner bow out of the race? 
And why did a man who has run for either the presidency or the 
vice-presidency in four successive races suddenly decide that 
enough was enough? The more one sees of the former vice-pres- 
ident, the harder it is to fathom him. How can a man have such a 
perfect touch on a comedy show but come across like a weirdo in 
a presidential debate? Why would a man with such sensible 
middle-of-the-road credentials reinvent himself as a business- 
bashing populist? 

Mr Gore clearly sensed something unpleasant in the wind. 
The party's kingmakers were determined to prevent the 2004 
election campaign turning into a replay of 2000. Mr Gore's two 
books barely made it into the top thousand on Amazon.com. He 
found it harder than he expected to open Democratic money- 
bags. Even his campaign manager, Donna Brazile, who was 


responsible for the spectacular turnout of black voters in his fa- 
vour in 2000, seemed to abandon him. 

The fact is that Mr Gore's departure is a godsend to the Demo- 
crats, and yet another blow to a White House reeling from the 
Trent Lott affair. Karl Rove, Mr Bush's chief strategist, was spoil- 
ing for a rematch with a man he has already beaten, a man who 
has had more identities than Madonna and who has abandoned 
Clintonism for a fuzzy populism. 

The immediate effect may be a little messy. If Mr Gore had 
stayed, the race would have been all about giant-killing. John 
Kerry, the Democratic senator from Massachusetts who an- 
nounced his candidacy a little over a week ago, was probably 
best placed to land the killer blow. Now everything is up in the 
air. Expect a dozen or more leading Democrats to announce their 
names in the next few weeks, including John Edwards, Dick Gep- 
hardt, Joe Lieberman (now released from his pledge not to run 
against Mr Gore) and perhaps Tom Daschle. And then expect 
them to spend months jostling with each other. 

Intellectually, too, things could get more fractious. Mr Lieber- 
man's entry into the race is likely to make the Democrats at last 
engage in a real debate about their position on the war against 
terror. So far most of them have pussyfooted around issues like 
Iraq. The typical candidate offers a bland statement of support 
for the president's aims (which goes down well with ordinary 
Americans), then quickly picks a couple of holes in his actual 
plans (which pleases liberals), before changing the subject to 
something more congenial, such as free pills for pensioners. 

Mr Lieberman is the exception: a foreign-policy heavy weight 
who has relentlessly pushed for tough action against Saddam 
Hussein and offered relatively detailed ways of doing it. This 
may not help him in the primaries, where Democratic voters 
tend to be more leftish. But his presence may push the other can- 
didates into producing something more than evasive banalities. 


Yes, a Democrat could win 

So expect a lot of rowing and alot of elbowing. But don't mistake 
confusion and discord for weakness. The remarkable thing, 
given Mr Bush's strong showing in the polls and his history-de- 
fying performance in the mid-term elections, is how many Dem- 
ocrats want to have a go at him. In 1992 most leading Democrats 
shied away from taking on the victor of the Gulf war, leaving the 
field to long-shots like a governor from Arkansas. 

This suggests that the Democrats have learned a lesson from 
1992: that political fortunes can change in the blink of an eye. But 
it also suggests something more: that they regard Mr Bush as à 
fundamentally weak president who has been rendered artifi- 
cially strong by an extraordinary chain of events. They still con- 
sider him an accidental president, a man who made it into the 
White House only because Mr Gore ran a lousy campaign. They 
see his sabre-rattling against Iraq as a potentially damaging dis- 
traction from the popular war on terrorism. And they suspect the 
sour economy could send his opinion-poll ratings into free fall. 

The sage of Baltimore, H.L. Mencken, thought that all unsuc- 
cessful candidates for the presidency should "be quietly hanged, 
lest the sight of their grief have a very evil effect upon the 
young". In fact, Richard Nixon sat out the 1964 election but won 
the 1968 one. Ronald Reagan came back from defeats in 1968 and 
1976 to triumph in 1980. Mr Gore may yet have a resurrection in 
2008. But for the moment his decision to jump off the presiden- 
tial treadmill seems to have left him a liberated man. m 





Christmas special 





CHAPEL HILL, NORTH CAROLINA; LYNCHBURG, VIRGINIA; SPRINGFIELD, MISSOURI 


Traditional churches are in trouble. But Christianity is doing rather well 


O YOU believe in God? If you are 

European, you probably shuffle your 
feet, look mildly embarrassed, and mutter, 
“Well, it depends on what you mean by 
God." Or something of the sort. In Western 
Europe, a mere 20*6 of people go regularly 
to a service; in Eastern Europe, only 14%. 
But if you are American, the answer is al- 
most certainly an unabashed "Yes". Only 
about 2% of Americans are atheists, and a 
startling 4796 tell pollsters that they go to a 
religious service at least once a week. Even 
if that is an over-statement, the broad dif- 
ference between continents is clear. 

To most Europeans, it has seemed obvi- 
ous for the past century and more that 
modernism is the foe of religion, and of 
Christianity in particular. But religion is 
flourishing in both the developing world 
and America. The reason is largely the 
powerful evangelism of new denomina- 
tions that sprang up in America in the 19th 
and early 20th centuries. 

How has this come about? The answer 
lies in the unique history of religious ex- 
perience in the United States, in the adap- 
tive genius of Pentecostalism, and in the 


power of the fundamentalist Christian 
message in an era of rapid social change. 
Moreover, as fundamentalist Islam has 
moved back into the limelight, so too has 
the political role of Christian organisations 
in America. Some believe the true power 
of both to have peaked. None, though, can 
deny their current prominence. 


Take ye the sum of all the congregation 
Counting believers is difficult. The world's 
Christian churches claimed some 2 billion 
adherents in 2000, up from 1.2 billion in 
1970, which is roughly in line with popula- 
tion growth, but still leaves Christianity à 
larger faith than Islam. In America, the 
number of Christians rose from 81m in the 
early 1950s to 171m in 2000. Over the last 
two centuries, the proportion of Ameri- 
cans belonging to a church has grown 
sharply (see chart on next page). 

But not all denominations have done 
well. A survey by the Glenmary Research 
Centre of Cincinnati, Ohio, found impres- 
sive increases in the past decade in the 
number of Mormons, Catholics and non- 
traditional Protestant churches such as the 
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Pentecostalists and the Southern Baptists. 
The losers were traditional churches such 
as the Lutherans, Episcopalians, Method- 
ists and Presbyterians. Catholics apart, 
Americans are fleeing in droves from the 
churches with set liturgies, organ music 
and ministers in robes, and towards those 
that offer fiery preaching, noisy music and 
telegenic men in suits. 

Go to a Sunday service at the Thomas 
Road church in Lynchburg, Virginia, and it 
is easy to see the attraction. When you ar- 
rive, joining a congregation of 2,000 or so 
smartly dressed Americans, Jerry Falwell, 
a well-known television evangelist, is ded- 
icating babies. Lines of parents and grand- 
parents offer their bundles. The genial Mr 
Falwell, his face smoothed with television 
make-up, reads out each infant’s name and 
date of birth, and the names of the rest of 
the family. “Can we get that little face right 
on camera?” he asks. 

After this celebration of the nuclear 
family comes the service itself. Cheerful 
and easy to follow, the first half is full of 
music, accompanied by a jazz orchestra 
and a swaying, blue-robed choir of per-» 





haps 100, who whack their way through 
such evangelical favourites as “The Old 
Rugged Cross". Then a young man, bleach- 
blond and clean-cut, takes the microphone 
and croons his way through a song about 
love—God's love, as it happens, though it 
might go down equally well at a nightclub. 

Mr Falwell's sermon fills the second 
half-hour and pauses bang on time: a 
_ whirring digital clock tells him when the 
-.. live television coverage will switch to the 

commercial break. The sermon is deftly 
structured, the points repeated on a vast 
screen above Mr Falwell's head. The em- 
phasis is on the basic doctrines of Chris- 
tianity. At the top, he puts the infallibility 
of scripture. 

Even faster-growing are churches such 
as the James River Assembly in Spring- 
field, Missouri. It is part of the Assemblies 
of God, whose membership grew by more 
than 16% between 1990 and 2000. These 
are mainly white Pentecostalists (black 
Pentecostalists tend to adhere to a separate 


.... body, the Church of God in Christ). At the 


-headquarters in Springfield, Brother 


. Thomas Trask, one of the bigwigs, sits in a 


vast wood-panelled office, looking like a 
prosperous mid-western executive. The 
Pentecostalists' selling point is their tradi- 
tion of "speaking in tongues": babbling 
nonsense when the spirit moves them. 

Pentecostalists are also keen on the lit- 
eral truth of scripture, on strict morality 
and on sending out missionaries to con- 
vert others. They believe in tithes, too: that 
is, in coaxing the faithful to hand over a 
tenth of their incomes. "You can tithe net 
Or gross," says Brother Trask, helpfully. 
Missionary work absorbs much of the 
church's money: $178m last year. 

A snapshot of American congregations 
in "Faith Communities Today", published 
earlier this year, shows how universally 


... this sort of mix seems to work its magic. It 


found that congregational growth went 
hand-in-hand with "clarity of mission and 
purpose", with the use of electronic music, 
with an emphasis on abstinence from pre- 
marital sex and with a strict sense of mo- 
rality among worshippers. | 

. For the traditional churches, this recipe 
: for success is exasperating. “Why does it 
-take my denomination 20 years to build a 
church of 300 people," wonders Ronn 
Garton, a retired Presbyterian minister in 
San Diego, “when some of the newer 
churches can build one of 3,000 in two to 
three years?" Many decide that, if you 
can't beat 'em, learn from 'em. Robert 
Mooty is pastor at Timberlake Christian 
Church, a form of Congregationalism, not 
far from Mr Falwell's vast edifice. He has 
increased his flock by starting a relaxed 


—. family service, in a room with chairs and a 
~~ synthesiser rather than the main church's 


pews, organ and Isaac Watts hymns. 
In all this, America differs starkly from 
. Europe, where religion is often what Grace 


Davie of Britain's Exeter University de- 
scribes as a "public utility". As she puts it, 
"In Europe, there is a concept of ‘vicarious 
religion': of a small number worshipping 
on behalf of everyone else." Americans 
find Europe's secularism bizarre. "My 
American friends' eyes stand out on stalks 
when I say that I don’t have a single friend 
seriously interested in religion,” says Ka- 
ren Armstrong, an ex-nun and the author 
of several books on religion. 

But in America, religion has always 
been a competitive affair, founded on per- 
sonal belief. In “The Churching of Amer- 
ica 1776-1990”, Roger Finke and Rodney 
Stark point out that, because America was 
settled by people opposed to state-sup- 
ported religion, there was never a monop- 
oly, one-size-fits-all faith. Instead, 
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churches have always had to vie for de 
tees. They have done so in much the sa 
way that firms attract customers: by tail 
ing their product to suit a particular nic 
in the market. New churches can spring up. 
easily. Their preachers have often had rela- 
tively little education but lots of energ 
and drive. However, once a church bi 
comes established, with a hierarchy and 
trained ministry, its clergy acquire theol- 
ogy degrees, often losing the raw certainty 
of their faith in the process. | 
The authors argue that the most suc 
cessful churches have always been those 
that preach traditional doctrines and mak 
tough demands on their members. Th 
Methodists, for example, flourished in th 
19th century, when they were seen as an 
extremist sect. With subsequent respect 
ability, however, has come decline. Th 
same holds for other churches that ha 
modernised and compromised. z 
The reason, the authors argue, is 
"religious organisations are stronger to 
degree that they impose significant costs 
terms of sacrifice and even stigma upor 
their members." Religion, they explain, i: 
collectively produced good, partly becau 
people are more willing to accept the ris 
involved in pursuing benefits that. a 
only in the hereafter if others around thern 
have accepted the same deal. : 
But the problem with any collective 
produced good is the free rider—in the ca 
of (especially European) religion, ti 
church members who turn up only a 
Christmas and Easter, leaving the- 
discouragingly empty in between. The 
swer lies in demanding a sufficientle 
sacrifice to chase away free riders an 
motivate the faithful to pitch everyth 
into their church life. If they cannot dr 
alcohol, play cards or take drugs, they 1 
find the social life at church more appe: 
ing. And a congregation of whole-hearted 
devotees gives everyone greater spiritual 
rewards than a half-empty churchful < 
Sceptics. | 
Although some may dislike the ide 
that faith can be analysed as an economi 
good, there is no doubt that the most suc- 
cessful churches are also the ones that r 
quire a lot of their members. Mr Falwe 
like many popular conservative preachers, 
has set up a university, where students 
only recently won the right to wear Ber- 
muda shorts, and are still not allowed to 
watch unwholesome movies. i 





Spreading the word 
Success in America breeds a desire to 
spread the word abroad. Battalions of 
American missionaries now live and work 
in some of the roughest countries on earth, 
Two churches have been especially active. 
The Mormons send out more than 50,000 
missionaries a year and are now more nu- 
merous outside the United States than in it.. 
"They are the McDonald's of the religiou 
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world,” says Laurie Maffly-Kipp of the Uni- 
versity of North Carolina at Chapel Hill, 
who studies them, “in the sense of a com- 
plete standardisation of what is taught ev- 
erywhere in the world.” They offer an es- 
sentially American package, that appeals 
wherever families aspire to join an Ameri- 
canised middle class. 

The other great missionary success is 
that of the Pentecostalists, whose strategy 
is the opposite of the Mormons’. As Har- 
vey Cox of Harvard University explains in 
his book, “Fire from Heaven”, they have a 
faith based on spiritual experience, rather 
than doctrine. That has helped them to 
adapt brilliantly to local religious tastes. As 
aresult, he says, they have become the fast- 
est-growing Christian movement on earth, 
with more than 400m adherents—one in 
every four Christians. They have been 
hugely successful in South Korea, where 
the largest Christian congregation in the 
world is Pentecostal, and in Brazil, where 
they contributed to the recent election vic- 
tory of Luiz Inacio Lula da Silva. 

One other reason for the success of 
non-traditional Protestant churches, espe- 
cially in Latin America, is the social bene- 
fits they bring. James Grenfell, an Anglican 
curate who studied these churches in Gua- 
temala, noticed that women were espe- 
cially attracted to their emphasis on thrift, 
punctuality and honesty, and to their hos: 
tility to domestic violence, gambling and 
booze. Get the husband to come along, 
and before you know it, the whole family 
has enough to eat. On one guess, he re- 
ports, 400 Latin Americans an hour leave 
the Catholic church to become Protestants. 

Immigration has long provided a 
steady flow of new Catholics into the rich 
world. Now, the non-traditional faiths are 
being carried back into rich countries by 
immigrants from the countries where 
America's missionaries have worked. One 
result: there are twice as many Pentecostal 
congregations as Church of England ones 
in the east end of London, an area with 
many immigrants. 

Not all Pentecostalists are funda- 
mentalists; nor are all evangelicals. Wade 
Clark Roof, chair of religious studies at the 
University of California at Santa Barbara, 
characterises them thus: “fundamentalists 
emphasise what you believe; Pentecos- 
talists, what you feel; and evangelicals, 
sharing the message.” Mapping non-tradi- 
tional religion in America is made harder 
by the diminishing importance of the label 
on the door. “American religion is increas- 
ingly non-denominational,” says Stephen 
Warner, a professor of sociology at the 
University of Illinois at Chicago. 

However, many non-traditional 
churches share a bunch of beliefs, some of 
which have political ramifications. Most 
arise from an insistence on scriptural infal- 
libility. This is the basis for some Chris- 
tians’ rejection of Darwinian evolution. 


Fundamentalists make much of the fact 
that evolution is “only” a theory, as if the 
word meant “guess”, and had no more sci- 
entific validity than the dogma of creation- 
ism. In fact, all scientific explanations are 
described, by scientists, as theories. This 
does not diminish their power to explain. 
Earlier this year, 2,000 people in Cobb 
County, a suburb of Atlanta, signed a peti- 
tion asking the local school board to put 
stickers on biology textbooks to tell students 
that evolution is a theory rather than a fact. 
Which is true, but it is a theory that fits the 
evidence rather well. It is also, whisper it, 
perfectly compatible with a divine Creator. 


Why can't I enslave Canadians? 
Of course, the faithful tend to pick and 
choose among bits of scripture (see box on 
previous page). The Biblical ban on homo- 
sexuality troubles liberal churches, as they 
wonder whether to bless gay unions and 
to ordain openly gay ministers. In general, 
the elite tends to be most in favour of being 
nice to homosexuals, the people in the 
pews most hostile. But fundamentalists 
know exactly where they stand. Mr Fal- 
well, for instance, blamed homosexuals 
(along with feminists, civil libertarians 
and abortion supporters) for the attack on 
the World Trade Centre. Others share his 
revulsion. The Alabama Supreme Court 
recently refused to grant a mother who 
was a lesbian the custody of her child. 
American homosexuals react to such 
views with dismay. Mel White, an or- 
dained minister who ghost-wrote Mr Fal- 
well's autobiography, later revealed that 
he was homosexual. He and his partner 
have now rented a house directly across 
the street from the Thomas Road church, 
and go to many of its services, in mute 
protest against the fundamentalist view of 
homosexuality. Mr White argues that fun- 
damentalists encourage the persecution of 
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homosexuals and condone violent attacks 
on them. "This is the new McCarthyism," 
he says. Certainly, there is a curious con- 
trast between the religious tolerance that 
has allowed so many faiths to thrive in 
America and the moral intolerance of 
some beneficiaries of that freedom. 

Perhaps the most controversial political 
impact of non-traditional churches is on 
America's attitude towards the Middle East. 
"We believe that the Jewish people are 
God's chosen people," says Brother Trask. 
"God has blessed America because of our 
support for the state of Israel," echoes Mr 
Falwell. Non-Americans tend to ascribe 
more power to the Jewish lobby, but funda- 
mentalist Christians try even harder to influ- 
ence America’s policy towards Israel. 

As for Islam, some churches are rudely 
uncomprehending. Franklin Graham, son 
of Billy Graham, one of America’s most 
famous evangelists, describes Islam as “a 
very evil and wicked religion”. Jerry Vines, 
a leading Southern Baptist, called Muham- 
mad “a demon-obsessed paedophile.” 

When, this summer, the University of 
North Carolina asked its freshmen to read a 
book by Michael Sells, an American profes- 
sor, on the Koran, there was an uproar. 
Egged on by the Family Policy Network 
(FPN), a fundamentalist lobbying group, a 
number of students took the university to 
court. Joe Glover of the FPN regards the Ko- 
ran as inflammatory stuff to put before the 
young. “It says: ‘Fight and slay the pagan 
wherever you find them’,” he says. 

Such talk dismays the tolerant majority, 
and is in contradiction to the generally 
moderate response of Americans to Islam 
since September 11th. George Bush has 
been anxious to stress his high regard for 
Muslims at regular intervals, ever since that 
attack. Such are the passions and provoca- 
tions of these times, that he would be wise 
to carry on doing so. 8 
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The Economist rides an African beer truck—and gets a lesson in development economics 


Wi" 30,000 bottles lashed firmly to 
the back, the beer truck pulled out of 
the factory yard. Or rather, it tried to. The 
lunchtime traffic in Douala, Cameroon's 
muggy commercial capital, was grid- 
locked, as usual, and no one wanted to let a 
60-tonne lorry pull out in front of them. 

Fortunately the driver, Martin, had 
been trucking for 19 years, and could 
manoeuvre the 18-wheeled beast with 
skill and calculated aggression. After sev- 
eral minutes of inching threateningly for- 
ward, he managed to barge out into the fast 
lane, where the truck immediately had to 
stop. As far as the eye could see, stationary 
cars and buses blocked the way. 

Considering that Douala is one of Af- 
rica's busiest ports, handling 95% of Cam- 
eroon's exports and also serving two land- 
locked neighbours, Chad and the Central 
African Republic, the poverty of the city's 
infrastructure is a bit of a problem. 

The roads are resurfaced from time to 
time, but the soil is soft and the founda- 
tions typically too shallow. Small cracks 
yawn quickly into wide potholes. Street 
boys fill them with sand or rubble, and 
then beg for tips from motorists. But their 
amateur repair work rarely survives the 
first rainstorm. 

Besides the potholes, motorists must 
dodge the wrecks of cars that have 
crashed. Under Cameroonian law, these 
may not be moved until the police, who 
are in no hurry, have arrived. It took our 
truck half an hour to reach the first petrol 


station, and another half an hour to fill up, 
owing to arguments about paperwork. 
Another hour and two police road-blocks 
later, we finally left the city. That was the 
end of the easy part of the journey. 


Hard trucking 

Visitors from rich countries rarely experi- 
ence the true ghastliness of third-world in- 
frastructure. They use the relatively 
smooth roads from airports to hotels, and 
fly any distance longer than a hike to the 
curio market. 

But the people who actually live and 
work in countries with rotten infrastruc- 
ture have to cope with the consequences 
every day. These are as profound as they 
are malign. So to investigate how bad 
roads make life harder, this correspondent 
hitched a ride on a beer truck in Camer- 
oon, à pleasant, peaceful and humid coun- 
try in the corner of the Gulf of Guinea. 

The truck belonged to a haulage firm 
that makes deliveries for Guinness Camer- 
oon, à local subsidiary of the multinat- 
ional that makes the eponymous velvety 
black beer, which is popular in Ireland, 
Britain—and West Africa. 

The plan was to carry 1,600 crates of 
Guinness and other drinks from the fac- 
tory in Douala where they were brewed to 
Bertoua, a small town in Cameroon's 
south-eastern rainforest. As the crow flies, 
this is less than 500km (313 miles)—about 
as far as from New York to Pittsburgh, or 
London to Edinburgh. According to a 


rather optimistic schedule, it should have 
taken 20 hours, including an overnight 
rest. It took four days. When the truck ar- 
rived, it was carrying only two-thirds of its 
original load. 

The scenery was staggering: thickly for- 
ested hills, stretching into the distance like 
an undulating green ocean, with red and 
yellow blossoms floating on the waves. 
Beside the road were piles of cocoa beans, 
laid out to dry in the sun, and hawkers sell- 
ing engine oil, tangerines, and succulent 
four-metre pythons for the pot. We were 
able to soak up these sights at our leisure: 
we were stopped at road-blocks 47 times. 

These usually consisted of a pile of 
tyres or a couple of oil drums in the middle 
of the road, plus a plank with upturned 
nails sticking out, which could be pulled 
aside when the policemen on duty were 
satisfied that the truck had broken no laws 
and should be allowed to pass. 

Sometimes, they merely gawped into 
the cab or glanced at the driver's papers for 
a few seconds before waving him on. But 
the more aggressive ones detained us 
somewhat longer. Some asked for beer. 
Some complained that they were hungry, 
often patting their huge stomachs to em- 
phasise the point. One asked for pills, la- 
menting that he had indigestion. But most 
wanted hard cash, and figured that the 
best way to get it was to harass motorists 
until bribed to lay off. 

At every other road-block, the police- 


47 





men checked to see whether the truck was » 
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carrying a fire extinguisher. The driver’s 
mate, Hippolyte, would have to climb 
down and show the device to a policeman 
reclining in the shade of a palm tree, who 
would inspect it minutely and pore over 
the instructions on the side. Similar scru- 
tiny was lavished on taillights, axles, 
wing-mirrors and tyres, all in the name of 
road safety. Oddly, no one asked about 
seat belts, which Cameroonians wear 
about as often as fur coats. 

At some road-blocks, the police went 
through our papers word by word, in the 
hope of finding an error. The silliest quib- 
ble came from a frowning thug who de- 
clared that this correspondent’s visa was 
on the wrong page of his passport. The lon- 
gest delay came in the town of Mbandjok, 
where the police decided that Martin did 
not have enough permits, and offered to 
sell him another for twice the usual price. 
When he asked for a receipt, they kept us 
waiting for three-and-a-half hours. 

A gaggle of policemen joined the argu- 
ment, which grew heated. The total num- 
ber of man-hours wasted, (assuming an 
average of seven policemen involved, plus 
three people in the truck), was 35—call it 
one French working week. And all for a re- 
quested bribe of 8,000 CFA francs ($12). 

The pithiest explanation of why Cam- 
eroonians have to put up with all this 
came from the gendarme at road-block 
number 31. He had invented a new law 
about carrying passengers in trucks, found 
the driver guilty of breaking it, and confis- 
cated his driving licence. When it was put 
to him that the law he was citing did not, in 
fact, exist, he patted his holster and replied: 
“Do you have a gun? No. I have a gun, so I 
know the rules." 


Mud, inglorious mud 

Even without the unwelcome attentions 
of the robber-cops, the journey would 
have been a slog. Most Cameroonian 
roads are unpaved: long stretches of rutty 
red laterite soil with sheer ditches on ei- 
ther side. Dirt roads are fine so long as it 
does not rain, but Cameroon is largely 
rainforest, where it rains often and hard. 

Our road was rendered impassable by 
rain three times, causing delays of up to 
four hours. The Cameroonian government 
has tried to grapple with the problem of 
rain eroding roads by erecting a series of 
barriers, with small gaps in the middle, 
that allow light vehicles to pass but stop 
heavy trucks from passing while it is pour- 
ing. This is fair. Big trucks tend to mangle 
wet roads. 

The barriers, which are locked to pre- 
vent truckers from lifting them when no 
one is looking, are supposed to be un- 
locked when the road has had a chance to 
dry. Unfortunately, the officials whose job 
itis to unlock them are not wholly reliable. 
Early on the second evening, not long after 
our stand-off with the police in Mbandjok, 
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we met a rain barrier in the middle of the 
forest. It was dark, and the man with the 
key was not there. Asking around nearby 
villages yielded no clue as to his where- 
abouts. We curled up in the hot, mosquito- 
filled cab and waited for him to return, 
which he did shortly before midnight. 

The hold-up was irritating, but in the 
end made no difference. Early the next 
morning, a driver coming in the opposite 
direction told us that the bridge ahead had 
collapsed, so we had to turn back. 

Six hours, 11 more road-blocks and 
three sardine sandwiches later, we arrived 
in Yaoundé, the capital, where Guinness 
has a depot. The alternative route we had 
to take to get to Bertoua meant passing a 
weighing station, where vehicles over 50 
tonnes face steep tolls. Since we were 10 
tonnes overweight, Martin needed per- 
mission to offload 600 crates. But it was a 
Saturday, the man in charge was report- 
edly at lunch, and we did not get permis- 
sion until the next morning. It then took all 
morning to unload the extra crates, despite 
the fact that the depot was equipped with 
excellent forklifts. After 25 hours without 
moving, we hit the road again, and met no 
road-blocks for a whole 15 minutes. 

For much of the rest of the journey, 
which took another 17 hours, this corre- 
spondent was struck by how terrifying 
Cameroonian roads are. Piles of rusting 
wrecks clogged the grassy verges on the 
way out of Yaoundé. We saw several 
freshly crashed cars and a couple of lorries 
and buses languishing in ditches. None of 
the bridges we crossed seemed well-main- 
tained. And when we arrived in Bertoua, 
we heard that two people had been 
crushed to death on a nearby road the pre- 
vious day, when a logging truck lost its 
load on to their heads. 


Coping with chaos 
Cameroonian roads have wasted away. In 
1980, there were 7.2km of roads per 1,000 
people; by 1995, the figure had shrunk to 
only 2.6km per 1,000. By one estimate, less 
than a tenth are paved, and most of these 
are in a foul condition. 

In recent years, however, aided by a 
splurge of World Bank money, things have 
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Road blocks: Too numerous to mark on the map 


improved a bit. Douala, once considered 
one of the worst ports on earth, has been 
substantially rehabilitated since 2000. A 
lot has been done to improve the roads 
around Douala in the last two years, says 
Brian Johnson, the managing director of 
Guinness Cameroon. The Cameroonian 
government no longer takes three years to 
approve plans for roadworks. 

But there is much work still to be done, 
and firms still have to find ways to cope 
with horrible highways. Guinness used to 
buy second-hand army trucks, which was 
a false economy, because they kept break- 
ing down. Now, it buys its lorries new 
from Toyota, with which it has along-term 
agreement to ensure that it will always be 
able to get hold of mechanics and genuine 
spare parts (as opposed to fake or stolen 
ones, which are popular in Cameroon, but 
of variable quality). The firm is also mak- 
ing more use of owner-drivers, who have a 
greater incentive to drive carefully. 

“Just-in-time” delivery is, for obvious 
reasons, impossible. Whereas its factories 
in Europe can turn some raw materials 
into beer within hours of delivery, Guin- 
ness Cameroon has to keep 40 days of in- 
ventory in the factory: crates and drums of 
malt, hops and bottle tops. Wholesalers 
out in the bush have to carry as much as 
five months' stock at the start of the rainy 
season, when roads are at their swampiest. 
Since they tend to have shallow pockets, 
Guinness often gives them exceptionally 
easy credit terms. 

Out in the forest, the firm does what- 
ever it takes to get beer into bars and bottle 
stores. It is an exercise in creative manage- 
ment. At the depot in Bertoua, crates are 
unloaded from big lorries and packed into 
pick-up trucks, which rush them to whole- 
salers in small towns. The wholesalers 
then sell to retailers and to small distribu- 
tors, who ferry crates to villages in hand- 
pushed carts, on heads and even by canoe. 

No matter how hard Guinness tries, 
however, the bars that sell its brew some- 
times run dry. Jean Miére, a young bar- 
owner in a village called Kuelle, com- 
plained that he had nothing to sell to his 
thirsty customers because the local whole- 
saler's driver was in jail. Yves Ngassa, the » 
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local Guinness depot chief, was incensed. 
He had arrived in an empty pick-up truck, 
having been given directions by the whole- 
saler who normally supplied Mr Miére, 
but the wholesaler had not mentioned 
that Mr Miere had no beer, nor asked if he 
could load some into Mr Ngassa's empty 
pick-up. 

In all, bad infrastructure adds about 15% 
to costs, reckons Mr Johnson. But labour 
costs are low, Cameroonians drink a lot of 
beer, and Guinness's main competitor, So- 
ciété Anonyme des Brasseries de Camer- 
oun, faces similar hurdles. Despite the un- 
usual management challenges, Guinness 
runs à healthy business in Cameroon, its 
fifth-biggest market by volume after Brit- 
ain, Ireland, Nigeria and America. Its re- 
turn on capital in Cameroon is around 16%, 
and sales of its main brands have grown by 
14% a year over the past five years. The big 
losers from lousy infrastructure are ordin- 
ary Cameroonians. 


How bad roads hurt the poor 

Roads in rainforests are a bad thing, argue 
many environmentalists. They facilitate il- 
legal logging and destroy indigenous cul- 
tures by bringing them into contact with 
aggressive, disease-carrying, rum-swilling 
outsiders. But the absence of roads proba- 
bly hurts the poor far more. 

The simplest way to measure the harm 
caused by bad infrastructure is to look at 
how prices change as you move away from 
big cities. A bottle of Coca-Cola, for exam- 
ple, costs 300CFA in Yaoundé, where it is 
bottled. A mere 125km down the road, in 
the small town of Ayos, it is 315CFA, and at 
a smaller village 100km further on, it is 
350CFA. Once you leave the main road, 
prices rise sharply. A Guinness that costs 
350CFA in Douala will set you back 
450CFA in an eastern village that can be 
reached only on foot. 

What is true of bottled drinks is also 
true of more or less any other manufac- 
tured good. Soap, axe-heads and kerosene 
are all much more expensive in remote 
hamlets than in the big cities. Even lighter 
goods, which do not cost so much to trans- 






port, such as matches and malaria pills, are 
significantly dearer. 

Atthe same time, the stuff that the poor 
have to sell-yams, cassava, mangoes— 
fetch less in the villages than they do in the 
towns. Yet, thanks to poor roads, it is hard 
and costly to get such perishable, heavy 
items to market. So peasant farmers are 
doubly squeezed by bad roads. They pay 
more for what they buy, and receive less 
for what they sell. Small wonder that the 
African Development Bank finds “a strong 
link between poverty and remoteness". 

The UN’s International Fund for Agri- 
cultural Development estimates that Afri- 
can villages with better physical infra- 
structure produce one-third more crops 
per hectare than those with poor infra- 


structure, enjoy wages 12% higher, and pay 
14% less for fertiliser. And no country with 
good roads has ever suffered famine. 
Where roads improve, incomes tend to 
rise in parallel. One study estimated that 
each dollar put into road maintenance in 
Africa would lower vehicle maintenance 
costs by $2-3 a year. In Cameroon, where 
the soil is wondrously fertile, farmers start 
growing cash crops as soon as nearby 
roads are repaired. Big commercial farmers 
benefit too. Along the highway to Douala 
lie great plantations of sugar cane, and ba- 
nana trees whose fruit is wrapped in blue 
plastic bags, to keep at bay the birds and 
bugs that might mar the visual perfection 
demanded by European consumers. 
Where roads are left to deteriorate, 
women bear the heaviest burden. Accord- 
ing to the World Bank, a typical Ugandan 
woman carries the equivalent of a 10-litre 





It was worth the wait 


‘The gendarme was told that the law he 
was citing did not, in fact, exist. 2 
Léa He replied: “Do you have a gun? No. | : 
JE I have a gun, so I know the rules"unpaved - 
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(21-pint) jug of water for 10km every day, 
while her husband humps only a fifth as 
much. With better roads, both men and 
women can, if nothing else, hitch rides on 
lorries, thereby sparing their feet and get- 
ting their goods more swiftly to market. 


The famished road 

Sometimes, people find ingenious ways 
around infrastructure bottlenecks in Af- 
rica. Buses designed for European roads do 
not last long in Nigeria, so Nigerians im- 
port the chassis of heavy European lorries 
and mount locally manufactured bus bo- 
dies on top. This is much cheaper than im- 
porting a whole lorry, and more durable 
than an imported bus. Locals also simply 
adapt. In parts of Cameroon where there is 
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no electricity to power a refrigerator, peo- 
ple drink their beer—and indeed any other 
liquid—warm. 

But there is no substitute for building 
and maintaining better infrastructure. In 
some areas, such as telecoms, private firms 
will do the work if allowed to. Thanks to 
private investment, mobile telephones 
have spread throughout Africa with the 
pace and annoying chirrups of a swarm of 
locusts. In Cameroon, Guinness now finds 
it much easier to contact employees than it 
did a couple of years ago, although the 
firm also frets that mobile telephones are 
gobbling up scarce disposable income that 
might otherwise be spent on beer. 

The private sector does not, however, 
spontaneously provide roads, because the 
beneficiaries cannot easily be charged. 
Tolls can meet some of the cost of main- 
taining highways, but it is hard to squeeze 
money out of peasants on feeder roads. 

The World Bank estimates that at least 
$18 billion needs to be pumped each year 
into African infrastructure if the continent 
is to attain the sort of growth that might lift 
large numbers of people out of poverty. In- 
vestment currently runs at less than a third 
of this. In the current economic downturn, 
private companies in the West are in no 
mood to rush into risky investment, least 
of all in Africa. The gap can only be filled, 
the Bank reckons, by governments and for- 
eign donors. 

In short, the governments of poor 
countries ought to pay more attention to 
their roads. A good first step in Cameroon 
would be to lift those road-blocks and put 
the police to work repairing potholes. s 


Our name is brief. 
Our experience is extensive. 


Our technology is continually evolving. 


Our leadership in communications, energy, 


and chemicals is rock-solid. 
Our network is global. 


Our focus is individual. 


We are SK. 


Remember your childhood best friend? That one person who was always ready for adventure. The one 
you could count on in good times and bad. And the one whose first response to your thoughts and 
dreams was always a hearty “OK!”, no matter how farfetched they were. 


At SK, we're a US$40 billion conglomerate that believes in those same childhood ideals of friendship. 
Do; AUN a arows We act on this simple philosophy each day as we partner with, support, and reaffirm our customers and 
| partners in over 130 countries around the globe. And our greatest satisfaction comes when they 


respond with a satisfaction-filled OK!” We are SK. 





- g? 


Latin America 





Praying for a happier new year 


Old vulnerabilities and unfortunate coincidences combined to produce an awful 


year for the region 


AU ago this week, after two days of 
rioting in Buenos Aires, Fernando de la 
Rua resigned as Argentina's president. The 
following ten days saw four more presi- 
dents, a debt default and devaluation. The 
long-feared collapse of Argentina's cur- 
rency board, which had pegged the peso at 
par to the dollar for a decade, ushered in a 
dreadful year for Latin America. 

According to the World Bank, the re- 
gion's GDP will shrink by 1.1% this year— 
the worst performance since 1983. In a re- 
port issued on December 18th, the UN 
Economic Commission for Latin America 
and the Caribbean (ECLAC), using a 
slightly different methodology, estimated 
the shrinkage this year at 0.5%, after 
growth of just 0.4% in 2001. After eight 
years of decline, inflation, that old Latin 
bugbear, has edged up. Mediocre econ- 
omic performance means that income per 
head in the region has declined by 0.3% per 
year since 1998. ECLAC says that Latin 
America has suffered a "lost half-decade", 
harking back to the "lost decade" un- 
leashed by Mexico's 1982 debt default. 

Stagnation has increased poverty, wip- 
ing out some of the gains of the 1990s. 
Open unemployment has risen to 9.195, 
higher even than in the 1980s. Some 44% 
of Latin Americans are now poor, and 20% 
suffer extreme poverty, says ECLAC. These 
woes have brought discontent and politi- 
cal turbulence, raising questions about the 
health of Latin democracy. 

Are the difficulties just cyclical? Or does 


Latin America suffer deeper structural pro- 
blems-despite a decade or more of liberal 
reforms? Will 2003 bring recovery, or does 
Latin America risk being left behind as 
globalisation marches forward elsewhere? 

Certainly, there is a cyclical element to 
the economic woe. But Latin America's de- 
pendence on raw-materials exports and 
inflows of foreign capital makes it more 
vulnerable than many Asian countries 
when the world economy slows or inves- 
tors grow shy of risk. Currency deprecia- 
tions make debts more expensive, under- 
mining investor confidence in a vicious 
circle that this year saw a net outflow of 
capital from the region of $39 billion, ac- 
cording to ECLAC. Another structural ele- 
ment concerns the public finances. Failure 
to run budget surpluses during good times 
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means that most countries have to tighten 
their belts during recessions. 

Across the region, however, the differ- 
ences are as important as the similarities. 
What made this year so difficult was the 
coincidence that Argentina's default was 
followed closely by a presidential election 
in Brazil whose result was uncertain for 
months. Elsewhere, there were entirely 
different problems: political conflict 
steered Venezuela's economy to disaster 
(down perhaps 10%); drug-financed guer- 
rillas and paramilitaries continued to slow 
Colombia's economic recovery. 

Mexico survived the year largely un- 
touched, its economic fortunes depending 
on those of the United States. Peru grew 
sturdily at around 4.5%. And Chile 
clinched bilateral trade deals with the Eu 
and the United States. 

Not so long ago, economic turmoil 
would have brought the army into power. 
The good news is that democracy is hold- 
ing up-though it is under strain in some 
countries, notably Venezuela (see next 
page). There has been much talk of a shift 
to the left. But the trend is far more varie- 
gated than that, with a congregation in the 
confused centre of populist rhetoric and 
creeping regulation but also of a reconcili- 
ation with the market and fiscal respon- 
sibility by former leftist firebrands. 

So what are the prospects for 2003? A 
weak recovery is already under way. Most 
forecasts are that the region will see mod- 
est growth of around 2% in 2003. But that is 
nowhere near enough to make a dent in 
poverty. Whether it can be bettered, or 
even attained, turns particularly on devel- 
opments in four countries. 

In Brazil, Luiz Inacio Lula da Silva of the 
left-wing Workers' Party has done much to 
reassure investors since his October elec- 
tion victory. He has named moderate 
economic officials. But although the risk 
premium on Brazil's bonds has fallen, it re- » 
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mains at a level that would make the pub- 
lic debt unsustainable in the medium 
term. A burst of inflation prompted the 
central bank to raise interest rates this 
week by three percentage points (to 25%). 
Regaining stability requires swift action 
after Mr da Silva takes office on January 1st. 

In Mexico, victory in a mid-term elec- 
tion in July for President Vicente Fox's 
party would help his plans for economic 
liberalisation. Depending on the result of 
the current power struggle, Venezuela 
could move towards a leftist quasi-dic- 
tatorship, or elect a new government 
which might be committed to reform. 

And Argentina? The year ends with 
Argentines much poorer, and seemingly 
little closer to the agreement with the IMF 
that has eluded President Eduardo Du- 
halde for months. The government has 
stopped debt repayments to the World 
Bank. But there are some gleams of hope. 


- Although Gpr has shrunk by 11% this year, 








the economy has found a precarious sta- 
bility. The government has lifted the freeze 
on bank deposits that triggered Mr de la 
Rua's fall. Further progress probably de- 
pends on the outcome of an election in 
April and, sadly, none of the leading candi- 
dates inspires much confidence in Argen- 
tines or investors. But after this ghastly 
year, Latin Americans will hope that 
things can only get better. 8 





Venezuela's stand-off 


Trench warfare 


CARACAS 
The president orders the army to break 
ageneral strike 


l A IT ground on through a third week, 


Venezuela’s general strike turned into 
a war of attrition between the country’s 
opposition and Hugo Chavez, its leftist 
president. On the one hand, the strike, 
backed by business as well as labour, 
showed no sign of weakening. The huge 
state oil firm is producing just 10% of its 
normal output—and that only because the 
strikers chose to supply enough fuel to 
keep the lights on and protect heavy indus- 
tries whose machines would be damaged 
by a shutdown. Venezuelaislosing around 
$50m a day in oil exports alone. 

On the other hand, Mr Chavez, a for- 
mer army officer who retains some pas- 
sionate supporters, especially among the 
poor, shows no sign of agreeing to the op- 
position's demand for a vote of some kind 
by March 2002. He insists this would be 
unconstitutional. Although he would re- 
sign if he realised he had failed, he told for- 
eign journalists, he would never do so 
“with a gun to my head”. (In fact it was mil- 


itary pressure that ousted him briefly from 





the presidency in April.) 

Yet even as he brandishes the 1999 con- 
stitution which he fathered, Mr Chavez is 
also violating it. On December 15th, he in- 
structed military commanders to disregard 
any rulings by judges that contradicted his 
own decrees. This was aimed at any chal- 
lenge to his orders that troops should seize 
strikebound oil tankers. But they failed to 
get them moving again. Mr Chavez has 
also ordered the army to commandeer pri- 
vately-owned ships, trucks and aircraft to 
distribute fuel and food. It was not clear 
whether he would comply with a Su- 
preme Court ruling on December 19th or- 
dering him to hand back control of the Ca- 
racas police force (which he seized last 
month) to the city’s opposition mayor. 

So far, the army chiefs who hold the key 
commands have remained loyal to Mr 
Chavez. In his seasonal greeting to the na- 
tion, General Julio Garcia Montoya, the 
army commander, echoed the president's 
description of the strikers as unpatriotic 
saboteurs. But Mr Chavez's latest mea- 
sures could test the army’s loyalty. 

Mr Chavez did get one crumb of com- 
fort. On December 13th, the Bush adminis- 
tration called for early elections, as the op- 
position wants, only to backtrack three 
days later. That seemed to point to confu- 
sion within the administration over Ven- 
ezuela (the senior post for Latin America at 
the State Department has been vacant 
since last month). The United States has 








A breakdown of trust 


now fallen in behind a vaguer resolution 
of the Organisation of American States. 
This backs stalled talks aimed at bringing 
about an "electoral solution" (a formula 
which could involve a referendum). 

But barring a crumbling of resolve on 
either side, that solution looks as elusive as 
ever. Government *moderates" have so far 
failed to materialise. For the opposition, 
which fears that Mr Chavez is bent on us- 
ing democracy to establish a dictatorship, 
there would seem to be no going back. As 
European generals said in 1914: no doubt it 
will all be over by Christmas. @ 
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That's what they want you 
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Why are conspiracy theories so popular? 


HO crashed those planes into the 

World Trade Centre? Israel, obvi- 
ously. Mossad must have known that their 
country would profit from a surge in 
American hostility towards the Arabs, 
who were set up to take the rap. Shortly 
after September 11th 2001, the consensus 
on the Arab street was that only the Israeli 
secret service could have managed such 
deadly precision. Corroboration was 
quickly found in a report that 4,000 Jews 
who worked in the twin towers had been 
secretly warned to stay away that day." 

This was not the only interesting the- 
ory bandied around the souks. The doyen 
of Egyptian pundits, Hassanein Heikal, 
blamed the Serbs, noting that they were 
mad about losing Kosovo. Others fingered 
home-grown, Oklahoma:style extremists, 
or a plot by America's military-industrial 
complex, ever hungry for new enemies to 
boost defence budgets. 

One fellow in a Cairo café told The 
Economist that the culprit was clearly not 
al-Oaeda, but rather something called al- 
Gur. Was this, perhaps, a terror network 
still more murderous than the Bin Laden 
gang? No. On closer listening, it transpired 
that the evil al-Gur was bent on avenging 
not some wicked Yankee geo-blunder, but 
the theft of the 2000 American presiden- 
tial election. “Its obvious," declared the 
café sage. “Who else could have wanted to 
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hurt George Bush more than his rival, the 
former Vice-President al-Gur?" 

The citizens of Cairo may be skilled at 
concocting diabolical scenarios, but they 
are not the only ones. Plenty of Africans 
from further south pooh-pooh the conven- 
tional view that the virus that causes AIDS 
originated with monkeys. It was cooked 
up in an American lab, of course, to kill 
black people. 

Many Asians, including the prime min- 
ister of Malaysia, blame a clutch of Jewish 
financiers for causing their economies to 
crash in 1997. Some Jews, meanwhile, 
equate Amnesty International, which of- 
ten criticises Israel, with the Nazi party. 
Credulous Indians see the hand of Paki- 
stani intelligence behind everything from 
train crashes to cricket match fixing, and 
many Pakistanis return the compliment. 
Slobodan Milosevic, smug in court at The 
Hague, has testified that the 1995 massacre 
of 7,000 unarmed Muslims at Srebrenica 
was carried out not by Serb militiamen, 
but by French intelligence. Less whimsi- 
cally, China's government launched its vi- 
cious campaign to crush Falun Gongin the 
belief that the movement, whose stated 
aims are to improve its devotees' spiritual 
and bodily health, is a dangerous cult bent 
on subverting the state. 

Americans like a good plot too. The 
assassination of John F. Kennedy still gen- 
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erates a thriving industry, complete with à 
thicket of suggestive websites (see box on 
next page), books, college courses, one big- 
budget movie and a whole vocabulary of 
arcana. (If you don't know what is pic- 
tured in frames 112 and 113 of the Zapruder 
film, or wonder what the Grassy Knoll is, 
better stay quiet on the subject.) A 1991 poll 
showed that, three decades after the presi- 
dent's murder, 73% of Americans still think 
he was a victim of conspiracy. 

Such fables are nothing new. American 
pamphleteers in the 1790s warned of a 
plot by atheist, libertine Illuminati and 
Freemasons to concoct an abortion-induc- 
ing tea and “a method for filling a bed- 
chamber with pestilential vapours”. The 
bestselling book of the 1830s was a racy 
confession by a repentant nun detailing a 
scheme by Catholics to undermine Protes- 
tant morals. At around the same time, 
Samuel Morse, better known as the inven- 
tor of Morse Code, exposed an Austrian 
plan to install a Hapsburg prince as em- 
peror of the United States. In the 20th cen- 
tury, Americans feared reds more than 
royals; hence Joe McCarthy's witch-hunts, 
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and the popularity of Father Charles » 
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*For the record, around 300 Jews and 100 Muslims 
were among the 3,000 victims, The origin of the 
rumour was probably a report in the Jerusalem Post of 
September 12th, which mistakenly said that 4,000 
Jews had "disappeared" in the disaster. 





541 Christmas special Conspiracy theories 


“Masons and Marxists rule the world”. 

^ In “Under Western Eyes”, Joseph Con- 
rad wrote that “to us Europeans of the 
‘West, all ideas of political plots and con- 
spiracies seem childish, crude inventions 
for the theatre or a novel.” 

Some modern scholars go further, argu- 
ing that the conspiracist habit is a sort of 
disease or syndrome. The “paranoid 
thinker”, instructs material from a course 
at the University of Rhode Island, is “rigid, 
victimlike, cowardly”. This contrasts with 
the traits of the “rational thinker”, who is 
“open, flexible, empowered, strong”. 

Daniel Pipes, the author of two books 
about conspiracy theorising, describes the 
classic grand theories—such as those about 
Masonic or Zionist or Papist plots for world 
domination~as: 


a quite literal form of pornography (though 
political rather than sexual). The two genres 
became popular about the same time, in the 
17408. Both are backstairs literatures that of- 
ten have to be semi-clandestinely distri- 
buted, then read with the shades drawn. 
Elders seek to protect youth from their 
depredations. Scholars studying them try to 
discuss them without propagating their con- 
tents: [with] asterisks and dashes in the first 
case and short extracts in the second. Recre- 
ational conspiracism titillates sophisticates 
much as does recreational sex. 


Mr Pipes does good work in skewering 
anti-Jewish conspiracy theorists, but his 
recent founding of “Campus Watch”, a 
website devoted to “outing” pro-Arab aca- 
demics, emits a whiff of burning books. 

Belief in conspiracies is not necessarily 
foolish. Some are real. The Holocaust, for 
- example, actually happened, though few 
- believed it before the camps were liber- 
- ated. Consider also the Bolshevik revolu- 
tion of 1917: a small group of violent fanat- 
ics seized control of a large empire, as 
millions of their victims could testify, 
were they still alive. Businessfolk conspire, 
too. Adam Smith, a man to whom The 
Economist accords considerable respect, 





Coughlin, who told radio audiences that 











once wrote that: "People of the same trade 
seldom meet together, even for merriment 
and diversion, but the conversation ends 
in a conspiracy against the public." 

That some conspiracies are real, how- 
ever, does not mean that they all are. As a 
tool for explaining how the world works, 
conspiracism has certain drawbacks. It in- 
hibits trust: if everyone else is out to get 
you, better have nothing to do with them. 
It dampens optimism: if "they" are sure to 
frustrate your plans, why bother doing 
anything? And, of course, itleads to harm- 
ful ertors, such as the belief, once popular 
among Africans, that condoms were yet 
another ploy to reduce their population. 


The evolution of theories 

So what is the attraction of conspiracism? 
For starters, as grand unifying theories of 
geopolitics go, it is simple to grasp. In ill- 
educated societies, that makes it appeal- 
ing. It is also impossible to disprove, be- 
cause any fact that does not fit the theory 
can be dismissed as a trick by the conspir- 
ators to throw ordinary folk off the scent. 

In countries with opaque and authori- 
tarian political systems, rumour is often 
the only alternative to official news 
sources. If the people in such countries re- 
member falling victim to real conspiracies, 
they may be inclined to attribute fresh mis- 
fortunes to a similar cause. 

Take more or less anywhere in the Mid- 
dle East. The very borders of countries 
such as Jordan, Syria and Lebanon are a 
product of the 1916 Sykes-Picot accord, a 
secret agreement between Britain and 
France to divvy up the region between 
themselves, despite earlier British pledges 
of statehood to Arabs. In 1917, war-pressed 
Britain sought to curry favour with the 
growing Zionist movement by promising a 
‘Jewish national home" in Palestine. The 
Palestinians, nine-tenths of the territory's 















F Thirty years later, when the UN - 


‘voted to give Jews 53% of the land, the 13 


"Eastern" countries that objected were 
overruled by 33 "Western" countries, 
which between them ruled over some 120 
future members that surely would have 
voted otherwise had they been able to. 
Small wonder Palestinians see the world 
through a lens of victimhood. 

In the West, conspiracies have,for some 
reason, tended to fail, and so fade from the 
popular imagination. Who now frets 
about the Gunpowder Plot of 1605, when 
a gang of Catholics failed to blow up Brit 
ain's Parliament? Or the doomed Carlist 
uprisings in 19th-century Spain? Or the 
European anarchists who assassinated 
seven heads of state in the 1890s, to no 
avail? Or the Watergate scandal? 

In Iran, by contrast, people still seethe 
over the CrA-backed coup of 1953 that top- 
pled Muhammad Mossadegh, a man 


much loved for having dared to nationalise 


British oil interests. Syria and Iraq have suf- 
fered a dizzy sequence of successful plots 
and counter-conspiracies, ending with the 
pair of Baathist coups in the late 1960s that 
installed their current ruling cliques. 

Half the governments of the Middle 
East trace their origins to coups. In a sense, 
conspiracy is the region’s only real form of 
politics, which can make it hard for Middle 
Easterners to understand the dynamics of 
open, democratic societies. Hence, for ex- 
ample, the Arab tendency, as the French 
say, to “occult” America’s generous back- 
ing for Israel. Aiding the Jewish state infuri- 
ates hundreds of millions of oil-supplying, 
American-product-consuming Arabs and 
Muslims. So why does America do it? It 
must be a conspiracy by the Zionist lobby, 
or perhaps a plot to divide and rule Arabs 
to control their oil, or part of a Christian 
crusade against Islam. 

Blaming others for one’s troubles may 
be emotionally satisfying, but it is a coun- 
sel of despair. Stella Orakwue, ajournalist, 
writes in the New African that: “Today, [Af- 
rica] has to remain in deficit so Europe and 
America can maintain their obscene 
wealth.” Given that Africa accounts for 
less than 2% of global trade, this is hardly 
an adequate explanation of why the West 
is rich and Africa is poor. And without un- 
derstanding why their continent is poor, 
Africans will find it harder to grow rich. 

In extreme cases, conspiracy theories 
can cost lives. Osama bin Laden genuinely 
seems to think he is fighting a Zionist- 
Christian-materialist assault on Islam. 
Adolf Hitler sincerely believed he was rid- 
ding the world of a Jewish menace. Many 
Serbs were convinced that the Muslims of 
ex-Yugoslavia were out to annihilate 
them. And many Rwandan Hutus, in- 
formed by their leaders that the Tutsis 
were planning to kill them; were happy to 
follow orders to pre-empt this threat. @ /—— — 
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Kenya's election 


Waiting for the newish man 


NAIROBI 


The Moi era, it seems, is ending. But what a mess it leaves behind 


NE of Daniel arap Moi’s monuments 

to himself is a big concrete fist, clutch- 
ing a chieftain's club. A couple of years 
ago, three fingers fell off, presenting a sin- 
gle presidential digit to passers-by. It 
seemed apt: Mr Moi's 24 years in charge of 
Kenya have been marked by crumbling in- 
frastructure and sporadic violence. But 
after an election on December 27th, Ke- 
nyans will be rid of Mr Moi and probably 
also of his party, KANU, which has ruled 
since independence in 1963. 

For the first time, the opposition is un- 
ited. Mwai Kibaki, the presidential candi- 
date for the National Rainbow Coalition, a 
rattlebag of opposition parties and KANU 
rejects, draws delirious throngs: 150,000 
came to welcome him home after medical 
treatment in London. Since Mr Moi is con- 
stitutionally barred from standing again, 
he picked a charismatic successor, Uhuru 
Kenyatta, the son of Kenya's founding fa- 
ther. The crowds like Mr Kenyatta, but not 
his patron. Last month, 50,000 people, 
many of whom had been promised 
money to attend, listened politely to the 
younger man, but when Mr Moi stepped 
up to speak, they walked off in their thou- 
sands. A recent poll puts Mr Kibaki a good 
47 points ahead. 

Kenyans have good reason to draw the 
curtain on KANU. Corruption has all but 
paralysed the state, with neither the presi- 
dent nor his party doing much to fight it. In 


Nairobi's slums, 2m people live atop well- 
trodden garbage, mostly without water, 
electricity or the prospect of employment. 
Violent crime stalks the city; the police are 
often the culprits. As one slum-dweller, Al- 
bert Otanga, puts it: "It's not safe to carry 
cash round here—too many cops." 

Life in rural Kenya is almost as 
wretched. Roads have reverted to bush 
and phone lines have been pilfered for 
copper. Every agricultural marketing 
board—created to support small farmers, 
but handed over as gifts to cronies—has 
collapsed. Kenyan coffee is perhaps the 
best in the world, but coffee plantations 
are everywhere being grubbed up and re- 
planted with maize. 

HIV afflicts at least 10% of the popula- 
tion. But three years after Mr Moi declared 
it “a national disaster", Kenya has no state- 
run AIDS awareness programme worth 
the name. Last year, the government made 
great play of a new bill enshrining its right 
to import cheap generic Arps drugs. But 
none of Kenya's 2.5m AIDS victims has re- 
ceived AIDS drugs from the state. Kenya's 
recent pitch for cash from the Global A1Ds 
fund was turned down because it was too 
obviously incompetent. Asked how this 
could happen, a health ministry official re- 
plied: “because no one cares." 

Mr Moi built his patronage nexus dur- 
ing the cold war, when western donors ig- 
nored such goings-on. His abuse of power 
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was modest at first. But after a failed coup 
in 1982, many dissidents were imprisoned, 
some of whom died mysteriously, and top 
posts were filled with members of his 
small tribe, the Kalenjin. Since the advent 
of multi-party democracy in 1992, Mr Moi 
has survived—winning two elections with 
about 40% of the vote—by stirring tribal 
hatred and dividing the opposition. 

One of his reasons for picking Mr Ken- 
yatta to succeed him seems to have been 
because he was keen to keep the Kenyatta 
family accounts out of court. But the deci- 
sion enraged other would-be successors, 
who deserted KANU and rallied behind 
Mr Kibaki, a former vice-president and vet- 
eran opposition leader, who is probably 
too old to serve more than one term. Both 
candidates are Kikuyu (the largest tribe), 
which may be why the campaign has 
(touch wood) been less violent than previ- 
ous ones. Yet a couple of politicians were 
murdered this week, and one had an eye 
gouged out. 

Such is Mr Moi's aura that, despite the 
polls, Mr Kibaki's supporters cannot quite 
believe that he will win. One of Mr Moi's 
brutish sons, Gideon, has already secured 
a seat in parliament, after all his oppo- 
nents stood aside. Kenyans fear that Mr 
Moi might yet engineer something similar. 
But it seems unlikely. Mr Kenyatta's advis- 
ers, a bunch of smart young professionals, 
concede that he will probably lose this 
time. KANU candidates complain that 
their war-chests are unusually empty. 
Even if the party spends liberally on poll- 
ing day, there is nothing to stop the benefi- 
ciaries from voting for Mr Kibaki. 

But will Mr Kibaki's regime be any 
cleaner? Probably, but some of his hang- 
ers-on give cause for worry. Although that 
statue of Mr Moi's fist was mended, fixing 
Kenya will be a whole lot harder. m 
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Cote ns ait ies 
Sliding bloodily 
into chaos 


— Africa'snewest civil war grows ever 


worse and more confused 


OMFORTABLY installed in a former 

prefect's quarters in Vavoua, munch- 
ing on cow-brain stew and boasting about 
shooting down a government helicopter, 
the rebel leader showed no great desire for 
peace. “We're only in first gear now,” said 
Sergeant Zachariah Kone. "When we're in 
second gear, we'll be drinking coffee in 
Mama [the home village of Cóte d'Ivoire's 
president, Laurent Gbagbol. And when 
we're in third, we'll be dining in the presi- 
dential palace in Abidjan [the capital]." 

When the rebellion began, in Septem- 
ber, most Ivorians thought it would be 
over by Christmas. Instead, it has grown 
bloodier and more confusing. To begin 
with, there was only one rebel group. 
Now, there appear to be at least three, al- 
though the government insists that they 
are all part of the same plot. 

Sergeant Kone is one of the leaders of 
the Patriotic Movement of Cóte d'Ivoire 
(MPCI) the first band of rebels to start 
shooting. The MPcC1 controls the northern 
half of the country, which is mainly Mus- 
lim. The group's demands include fresh 
elections (at the last election, the main 
northern candidate was barred from 
standing), and a reform of the nationality 
laws that have branded many Ivorians, 
particularly northerners, as foreigners. 

The MPc1 had shown rare discipline 
for a rebel force, paying for supplies in 
towns it captured, and punishing looters, 
sometimes by executing them on the spot. 
But the recent discovery of a mass grave in 
the mpcr-controlled town of Bouaké, con- 
taining the bodies of 86 gendarmes and 
soldiers, has tarnished the rebels' image. 

In late November, two new rebel 
groups appeared in the west of the coun- 
try. The Popular Movement of the Great 
West captured the town of Man, in Cóte 
d'Ivoire's cocoa-growing region. And the 
Movement for Justice and Peace (MJP) 
seized the nearby town of Danane, close to 
the border with Liberia. Both groups say 
they want to avenge the death of General 
Robert Guei, a former president who came 
from the west of Cóte d'Ivoire, and who 
was killed on the first day of the MPcr's re- 
bellion. Neither group has shown much 
discipline: fugitives from the areas they 
control tell of rape and pillage. 

The government says the rebels are as- 
sisted by unnamed foreigners. In the case 
of the merci, there is no evidence for this, 
but the other two groups reportedly in- 
clude at least some fighters from Liberia. 





Signing up for mayhem 


Government troops, assuming that foreign 
troops are involved, have been terrorising 
foreign civilians at random and with im- 
punity. A furious Nigerian diplomat tells 
of a soldier who, having killed a blameless 
Nigerian, gave his calling card to the vic- 
tim's father and dared him to complain. 

Such behaviouris one reason why Cóte 
d'Ivoire's neighbours have been slow to 
send military assistance to Mr Gbagbo. But 
this week West African leaders agreed to 
send a 1,500-strong regional force to the 
country by the end of December. 

France, the former colonial power, has 
been reluctantly filling the gap; the French 
government now says it will raise the 
number of its soldiers in the country to 
2,500. The French troops are officially there 
to uphold an October ceasefire, and evacu- 
ate foreign nationals, but may end up pro- 
tecting the government. Meanwhile, Mr 
Gbagbo's forces have bought helicopters 
and hired mercenaries to help out. A South 
African hired to train Ivorian pilots moans 
that: "They want me to teach them to fly in 
two weeks. Usually it takes at least a year." 

Peace talks in Togo have stalled. The 
MPCI walked out, at least temporarily, 
when the corpses of 120 civilians, whom 
the rebels say the government killed, were 
found in a makeshift grave near Vavoua. 
The government will not consider the 
MPCr's demand that Mr Gbagbo should 
resign; the MPC1 rejects the government's 
demand that it should lay down its arms 
before any agreement can be reached. 
Meanwhile, all sides are recruiting hard. 
The government launched an offensive in 
the west this week, retaking Man. And a 
country that three months ago looked 
pretty stable is swiftly sliding into chaos. s 


Iranian conservatives 


Hard centres 


TEHRAN 
A split between the hardest of Iran's 
hardliners and the softer middle 


je conservative voices, both excel- 
lently informed, disagree. “Iran will not 
become a repressive dictatorship," says 
Mohsen Rezai, a senior member of the Ex- 
pediency Council, a powerful mediating 
body, on December 12th. Hossein Shariat- 
madari, the editor of a hardline daily, de- 
murs; he predicts the "turbulent" elimina- 
tion of Iran's largest reform party from 
public life. Both men are beholden to Aya- 
tollah Ali Khamenei, and their disagree- 
ment reflects the unusual, and crucial, 
pressures on Iran's supreme leader. 

Conservatives, rattled by Muhammad 
Khatami's threat to resign as president if 
they do not hand over power to him and 
his reform movement, are tugging Mr Kha- 
menei, also a conservative, in two direc- 
tions: Mr Rezai and his allies pull him to- 
wards pragmatism; hardliners towards 
despotism. The hardliners longed to un- 
leash their armed thugs on the recent stu- 
dent demonstrations, provoked by a death 
sentence handed to Hashem Aghajari, a 
freethinking academic. The supreme 
leader and the president held them back. 

Although a number of demonstrators 
were briefly arrested, Mr Khamenei and 
Mr Khatami came together to prevent a 
repetition of the large-scale arrests of stu- 
dentleaders that have disgraced Iran in the 
past. Mr Rezai speaks of the regime's new 
ability to tolerate more, and bigger, de- 
monstrations. He expects the Revolution- 
ary Guard, which he used once to head, to 
restrain conservative fanatics. The use of 
such "stabilising forces", he predicts, will 
stop hardliners from launching the coup 
that some are said to favour. 

Mr Khamenei would anyhow proba- 
bly not countenance a coup while Mr Kha- 
tami remains in office. But Islamic radical- 
ism is alive. The current trial of three 
reformers on espionage charges could end 
by engulfing the reformist party and the 
president's entourage. Hardliners in the ju- 
diciary at first ignored Mr Khamenei’s or- 
der to review Mr Aghajari's death sen- 
tence. They then assigned their least 
lenientjudgesto the review. The recent res- 
ignation of the judiciary's spokesman 
may reflect the frustration of his boss, who 
is powerless to rein in recalcitrant judges. 

It is likely that a hardline upper house 
will veto the two bills, currently before 
parliament, which are the president's in- 
strument for removing his opponents 
from much of their power. Mr Rezai pro- 
poses compromise: "rational" amend- » 
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» ments to the bills might, he says, secure 
their ratification by the Expediency Coun- 
cil, which acts as an appeals court for ve- 
toed legislation. Yet, whether or not this 
happens, he does not expect the dispirited 
Mr Khatami to survive in office. A new gen- 
eration of leaders, he says, will emerge. 

If Mr Khatami resigns, the supreme 
leader might hand over executive powers 
to the Expediency Council. Mr Rezai is the 
linkman between Mr Khamenei and the 
head of the council, Ali Akbar Hashemi 
Rafsanjani. Mr Rezai speaks in reasonable, 
measured tones, even having conciliatory 
words for America. If Mr Khatami drops 
the reins of power, he seems to be saying, 
pragmatic conservatives will gather them 
up; people like Mr Rafsanjani perhaps, or 
maybe like Mr Rezai himself. m 


Israel and the Palestinians 
Floundering, 
without a map 


JERUSALEM 


There's a peace plan but itis not to be 
revealed, yet 


T "road map" drafted by officials 
from the so-called quartet-America, 
the European Union, the UN and Rus- 
sia—is, as yet, the only plan that offers a 
peaceful escape from two years of blood- 
soaked Israeli-Palestinian violence. Its de- 
tails were supposed to berevealed towards 
the end of December. But Israel's prime 
minister, Ariel Sharon, who has no time 
for some of the map's proposed routes, 
wanted all discussion delayed, at least un- 
til after Israel's election in late January. 

Heisto get his way, thanks to American 
support for delayed publication. When the 
diplomats concerned gather in Washing- 
ton on December 20th, they will have to be 
satisfied with a photo opportunity with 
George Bush, and a meeting with his secre- 
tary of state, Colin Powell,to *develop" the 
peace plan. 

Among à slew of demands on both 
sides, the plan requires the Palestinians to 
end all acts of violence against Israelis, and 
Israel to begin withdrawing from the Pal- 
estinian-controlled areas it has re-occu- 
pied since the intifada erupted in Septem- 
ber 2000. Later milestones include the 
establishment of a "provisional" Palestin- 
ian state in 2003, and a fully-fledged peace 
treaty by 2005. 

The Palestinians were unhappy with 
the first draft of the plan, claiming it put 
unfair onus on them to deliver immedi- 
ately on reforming their institutions and 
ending all violence in return for the de- 
ferred promise of statehood and negotia- 
tions to end the occupation. Mr Sharon 
was unhappy with a second draft, particu- 


The Iraqi opposition 


Saddam's would-be successors 


Iraq's opposition-in-exile prepares for war, and post-war p 
S THE military pressure on Saddam jected any form of foreign military rule, — 
ussein mounts, his opponents in envisioning instead collective leadership - 
exile managed a rare show of sort-of un- by a three-man "sovereignty council". —— 
ity. Meeting in London this week, some A 75: member committee was ap- - r 
350 delegates from a motley collection of pointed to follow up these recommenda- 
Kurds, Shias, liberal secularists, monar- tions. Accommodating the various Hl 
chists, Turcomans, Assyrians, feminists ^ factions took a couple of extra daysof —— 
and others sketched out a vision of a fu- wran d the committee is three — 
ture Iraq that was more coherent than times larger than originally envisioned. 
anything they have so far achieved in 12 The pursuit of fine ideals by suchan 
years of often vicious squabbling. unwieldy body would not, on its own, ‘A 
Their vision was set outintwodocu- be likely to rattle Mr Hussein very much. - 
ments. One described principles forthe In the past, he has deftly exploited the ri- - 
creation of a “democratic, parliamentary, _valries between his enemies, and so 
pluralistic and federal state”. The other managed to neutralise them. But his op- - 
outlined a two-year period of transition ponents’ desire to getridofhimisnow — 
between the ousting of Mr Hussein and bolstered by more than words. America 
the establishment of constitutional rule. has said it will release $92m of long- 
While the document accepted the need promised funds to finance the groups, 
to “exploit international factors” (read, and will provide military training for up _ 
American money and muscle) to bring —  to10,000 exiles. And its preparations for - 
about the fall of the Iraqi regime, it re- war continue, remorselessly. PE 


larly because it did not make as plain, as he 
and Mr Bush would like itto be, that Yasser 
Arafat should be replaced by a new leader, 
while making it very plain that Israel 
should, at some point, freeze settlement 
building in the occupied territories. 

The Americans are said to have dith- 
ered between the drafts. Among issues 
that had still to be finalised were whether 
an end to Palestinian violence must pre- 
cede the freeze on Israeli settlements, how 
much power the quartet's proposed peace 
monitors should have, and whether Israel 
should be allowed to continue its policy of 
assassinating alleged terrorists. 

The Eu argued for quick publication, so 
that Israeli voters were made aware of the 
options. The road map is clear, insisted Jav- 
ier Solana, the EU's foreign-policy chief, on 





The times are bad 


December 17th, "but we have not been 
able to get the train out of the station a sin- 
gle inch." But the Americans, and some Eu- 
ropeans, thought there was good reason to 
hold back until after the election, lest the 
road map be shredded during a campaign 
that will be dominated by the right. 

Mr Sharon, or so the Palestinians be- 
lieve, wants the plan to be parked indefi- 
nitely while Israel's army continues to try 
to crush their uprising by force. The army 
itself says that since June, when it recon- 
quered most of the West Bank, over 4,000 
Palestinians have been arrested, including 
nearly 1,000 still held without trial. And 
though the lethality of Palestinian attacks 
has declined, the violence continues: in 
December alone, over 30 Palestinians (and 
two Israeli soldiers) have been killed: 
some fighters but also unarmed civilians. 

Under these conditions, the Palestin- 
ians are cynical about, but have accepted, 
a British invitation to London in January to 
discuss reforming the Palestinian Author- 
ity. With Israel occupying seven of the 
eight main West Bank towns and almost 
no movement allowed, Mr Arafat has 
agreed that it will be impossible to hold 
Palestinian elections in January. As for a 
ceasefire, some Palestinian leaders, includ- 
ing Abu Mazen, sometimes touted as Mr 
Arafat's successor, have admitted recently 
thatthe "militarisation" of the intifada was 
a disastrous error. But talks in October be- 
tween Mr Arafat’s Fatah movement and 
the Hamas Islamists failed to adopt a pro- 
posal to stop killing Israeli civilians. A sec- 
ond round of talks has yet to materialise. m 
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SUMBER, DORNOD 


As Mongolia shows, nomadic pastoralism and private land just don't mix 


T IS what is underfoot that counts. Very 

roughly, between the Ural mountains in 
the west and the Amur river on the Sino- 
Russian border, and between the latitudes 
of Lake Baikal in the north and the Chang 
Tang plateau of Tibet to the south, lies a 
land too arid usually for forest or even 
field. Some of it is mountain and much is 
desert, but most of it is steppe: the vast 
grasslands of Inner Asia. 

The foot or so of soil below the steppe's 
deceptive surface holds tens of thousands 
of years' worth of fertility, the product of 
grasses' ability to turn to biomass the en- 
ergy of the fierce but brief summer's sun. 
Squirrel-tail barley, needlegrass, a clutch 
of fescues, Tatary buckwheat, plains love- 
grass and wild oats: the rooting networks 
of these grasses seek out and trap moisture 
and nutrients. Dead roots are broken 
down and added to the store of humus. 

Above ground, some grasses of the 
steppe, like needlegrass, are sod-forming: 
they put out surface runners that trap 
moisture and smother bare ground. 
Forbs-the non-grasses such as herbs and 
wildflowers-bring up nutrients from 
deeper down, or, if they are leguminous, 
fix in the soil essential nitrogen from the 
air. Anungrazed summer pasture is no mo- 
notony: it is a riot of rippling grasses and 
flowering gentian, cinquefoil, yellow-rat- 
tle, motherwort and Syrian rue. 

In his history of grass, Graham Harvey 


describes the prairie, America's equivalent 
of the Asian steppe, before settlers waged 
war on it by overgrazing or ploughing it up: 
it was a “biological powerhouse, rich in 
wildlife and with a productivity no mod- 
ern farming system could match.” Inner 
Asia’s steppes may never have boasted the 
60m bison that white settlers on the prai- 
ries estimated there to be in the 18605, 
quickly slaughtered to near-extinction. But 
rock-carved reliefs 11,000 feet (3,350 me- 
tres) up on one mountain pass in the Altai 
mountains, near to the modern Mongo- 
lian border with Russia and China, depict 
a presumably Turkic race following great 
herds of wild animals on their migration— 
gazelles, argalli sheep, reindeer, wild 
horses-much as American-Indians fol- 
lowed the bison. 

Until as recently as the 1960s, Inner 
Mongolia, by then part of the People's Re- 
public of China, still had the huge herds of 
gazelle and wild ass that so astounded 
European explorers-cum-hunters at the 
end of the 19th century. Even today, the 
rolling empty eastern steppe of Mongolia 
proper looks like the prairie ocean must 
have done when it caused American set- 
tlers, heading west in their prairie schoo- 
ners, to gasp and wonder about carrying 
on. The range of gazelle has shrunk greatly 
in recent decades, but in this part of the 
country 1.5m of them still graze, in migra- 
tory herds that run right round the hori- 
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zon. Such is the biological powerhouse of 
the steppe. 

It is a powerhouse that humans have 
long tapped by raising livestock; indeed, it 
isonthe steppe that the sheep, the goat, the 
camel and the horse were all first domesti- 
cated. The rest of the world soon got to 
hear about the horse-bound nomads' suc- 
cess at domestication, particularly after 
the invention of the compound bow made 
of horn, and of the stirrup, which allowed 
the mounted nomadic warrior to fire be- 
hind him and then escape-the deadly Par- 
thian shot. Huns originating from modern- 
day Mongolia struck fear into the fifth-cen- 
tury Roman Empire. From the 13th 
century, the Mongols founded dynasties 
in China, Persia and India. Stirrings on the 
steppe sent ripples around the globe. Ed- 
ward Gibbon, in his “Decline and Fall of 
the Roman Empire", writes that: 


In the year 1238 the inhabitants of Gothia 
(Sweden) and Frise were prevented by their 
fear of the Tartars from sending, as usual, 
their ships to the herring-fishery on the coast 
of England; and as there was no exportation, 
forty or fifty of these fish were sold for a shil- 
ling. It is whimsical enough that the orders 
of a Mogul khan, who reigned on the bor- 
ders of China, should have lowered the price 
of herrings in the English market. 


Genghis Khan's homeland is in mod- 
ern-day Mongolia, a country the size of 
France and Spain combined that sits at the » 


The Economist Decei 


Christmas special Non 





heart of Inner Asia, with perhaps the 
world’s finest and most extensive remain- 
ing grasslands. Its pastoralists no longer 
strike fear near and far, but their house- 
hold techniques for raising livestock 
would, in their essentials, be recognisable 
to a Mongol from the great conqueror's 
time. Pastoral nomads in Mongolia still use 
afelttent with wooden frame, a ger, which 
keeps out the heat in summer and protects 
from the cold in winter-Mongolia's conti- 
nental climate has the world's greatest ex- 
tremes of temperature. A ger is perfectly 
round not only to create the greatest space 
out of the least material, but also to stand 
up to the fierce katabatic winds, which 
whistle round it rather than topple it over. 

The social divisions of the ger—left as 
you enter for the guests, opposite the door 
for the family head, right for the rest of the 
family—are unchanged, and so are the divi- 
sions of labour. Men are responsible for 
the raising of livestock: their herding, cas- 
tration and slaughter, and (a job that the 
younger men relish) the breaking-in of 
horses. Women oversee the household, 
the raising of children, the milking and the 
making of dairy products: yogurt, butter, 
hard cheese, milk-vodka and the noble ai- 
rag, fermented mare's milk. 

The 27m livestock in Mongolia—the 
cow has been added to the mix, with yaks 
on higher pastures—outnumber the popu- 
lation tenfold. Nomadic pastoralists care 
for the bulk of these animals. Indeed, no- 
where is the economy so tied to nomadic 
pastoralism as in Mongolia. And never 
have so many Mongolians-a third of the 
population, nearly double the number a 
decade ago—practised it as today. 

It is tempting to regard nomads as the 
medieval Europeans and Chinese did: 
fierce, free and independent of a constrain- 
ing, higher authority. Such an impression 
is reinforced by the sight of any Mongolian 
herder at sunset galloping back to his 
camp, in full song; by the Mongolian mar- 
riage ceremony, which is a ritualised form 
of abduction; or by the sight of two young 
lovers' horses by a cave or concealing rock, 
the man's urgaa (his pole-lassoo) stuck in 
the ground to demand privacy but pre- 
sumably also to boast of sexual conquest. 

Mongolia's political! history certainly 
seems to support a romantic notion of 
theirindependence. Mongolia owes its po- 
litical existence to a struggle by a pastoral 
society against the encroachments of an 
agrarian one, as David Sneath, a pastoral 
specialist at Cambridge University, points 
out. In the late 19th century, pastoralists in 
Inner Mongolia failed to stop the appropri- 
ation of the best land by Chinese agricul- 
turalists; that failure prompted an armed 
struggle-led by many who had fled from 
Inner Mongolia-for the independence of 
Outer Mongolia. After over two centuries 
of subjugation by China's Manchu rulers, 
and the collapse of the Qing dynasty in 


1911, Outer Mongolia declared indepen- 
dence. A revolutionary Communist state, 
the second ever, was created in 1924, under 
Soviet tutelage; it set about the destruction 
of feudal and monastic seats of power. 

With the collapse of the Soviet Union a 
decade ago, Mongolians embraced liberal 
democracy with gusto (albeit declaring 
the illiberal Genghis Khan as their refound 
hero). The Russians, whose stooges insti- 
gated genocidal purges in Mongolia of 
Buddhist lamas, intellectuals and rich 
herders in the 1930s, have largely been for- 
given; the distrust of Chinese intentions re- 
mains as visceral as ever. 

Today, the state and its citizens, even 
townspeople, still identify with nomad- 
ism and the horse. Witness the minister 
and the ambassador who, besuited, 
jumped up on horseback for a gallop after 
lunch with this correspondent just outside 
the capital, Ulan Bator, before heading 
back to the office. The official Mongolian 
tourism website, which lists ten reasons 
for visiting the country, says it all. Reason 
number six is "No fences". You can still 
ride the 3,000 kilometres (1,900 miles) 
from west to east without encountering a 
single man-made impediment. Mongolia 
is a strange thing: a free-market economy 
with public ownership of land. But how 
long can the two continue to co-exist? 


The call of the wild 

To understand how land ownership 
touches nomadic life, however, it is impor- 
tant to unpack the exaggerated notion of 
the nomads' freedom from higher author- 
ity. For pastoralism has always depended 
upon a political authority to regulate ac- 
cess to pastures. As William of Rubreck, a 
13th-century Franciscan monk, put it: 


Every captain, according to whether he has 
more or fewer men under him, knows the 
limit of his pastorage and where to feed his 
flocks in winter, summer, spring and au- 
tumn. 





A giant steppe for a man; a small steppe for a horde 


Under the Manchus, Mongolia was 
split into 83 districts called hoshuu, (mean- 
ing banner), within which herdsmen were 
assigned to smaller units, sum (arrow), and 
sub-units, bag. As Mr Sneath says: 


The territory of the hoshuu generally con- 
tained a number of different areas of pasture 
used in winter, spring, summer and autumn. 
These seasonal pastures were divided be- 
tween various sums and bags, and within 
these areas the individual households had 
customary use-rights to particular pastures. 
In effect this meant that each family owned 
no land as such but had a recognised area of 
pasture that it used in the different seasons, 
and of these the rights to the exclusive use of 
winter pasture (ovoljoo) tended to be the 
most strictly enforced. 


It was not such a great leap from the 
Manchu system to the pastoral collectives 
under socialism, called negdel, that were 
setup in the late 1940s and 19505. In feudal 
days, most herders looked after animals 
belonging either to aristocratic or to mo- 
nastic masters, while raising livestock for 
private consumption. Under collectivisa- 
tion, the state was the master; a number of 
private livestock were still allowed. The 
shift from collectivisation to a market 
economy, Mr Sneath argues, was in many 
ways a far more wrenching change, one 
that undermined or destroyed institutions 
that had long sustained nomadic pastoral- 
ism, particularly ones that spread risk and 
reaped economies of scale. 

With democracy, the 300-odd negdel 
were, at their members' insistence, dis- 
banded and turned into marketing compa- 
nies. Herds were privatised and the two- 
dozen huge state farms dissolved. Prices 
were freed. The western development spe- 
cialists who flooded in predicted that mar- 
ket signals would allocate resources more 
efficiently, allowing dynamic enterprise— 
including in pastoralism—to break free 
from moribund old structures. 


It did not happen that way. Realincome » 
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per head in Mongolia fell by half between 
1990 and 1992, according to the World 
Bank, and by another third the next year. 
By 1998, a third of Mongolians were living 
below the poverty line, compared with 
none, at least officially, in socialist days. In 
part, the decline was down to the collapse 
of trade with the Soviet block: new trade 
with China filled only part of the hole. It 
was also due to the loss of Soviet aid, 
which supplied perhaps a third of GDP. 
Western donors made up much of the aid 
gap (Mongolians get among the highest 
number of aid dollars per head in the 
world), but to dismayingly small effect. 

In the pastoral sector, the services that 
the negdel provided for herders under so- 
cialism—the regulation of access to pas- 
tures, the upkeep of wells for watering ani- 
mals, the provision of winter hay, a 
collective truck for transport to fresh sea- 
sonal pastures, and much more-col- 
lapsed, and little replaced them. Herding 
became more atomised. People increas- 
ingly took up subsistence herding to es- 
cape joblessness in the towns. Traditional 
rights of use to certain pastures were 
eroded, as Robin Mearns of the World 
Bank puts it, by a spirit of free-for-all. 

Without decent transport on Mongo- 
lia's roadless steppe, a ready market for 
livestock and processed goods was no lon- 
ger assured, particularly for remote herd- 
ers. The result was great hardship. The 
herders’ response was to fall back on small, 
uneconomic networks of family or 
friends, to breed ever more animals with 
less regard to their quality (numbers rose 
to a record 34m in 1999), and to move 
closer to towns. This concentration has 
caused pastures near to the towns to be 
overgrazed, and more distant ones to be 
under-used. There is a desperate need, 
says Mr Mearns, to restore mobility. 

Between the summer of 1999 and early 
2002, an unprecedented series of meteoro- 
logical disasters took place: great swathes 
of Mongolia were hit by drought, and by 
different types of zud, winter phenomena 
that prevent animals feeding either be- 
cause of ice crusts or heavy snow. Some 
7m animals died, wiping out many fam- 
ilies' entire herds and so their livelihood. 
Under collectivisation, with fewer beasts, 
greater mobility and the state delivery of 
supplementary feed, such a disaster 
would not have happened. 

The pastoral disappointments of the 
1990s have led to a couple of alarming re- 
sponses. The first is to dismiss pastoralism 
as a backward pursuit, an embarrassment 
to notions of modernisation rather than a 
proven response to a harsh environment. 
The governor of Dornod, the easternmost 
province, says that herders "get in the way" 
of his ambitious plans for resource extrac- 
tion. These include not just mining, but 
also inviting Chinese agriculturalists to 
farm great swathes of steppe. 


The second response, more sympa- 
thetic to herding but as disturbing in its po- 
tential consequences, is promoted by, 
among others, the Asian Development 
Bank. This argues that market reforms in 
pastoralism cannot work without the priv- 
ate ownership of land. Who can argue 
with that? Without ownership, herders 
have no incentive to protect land from deg- 
radation and to invest in land improve- 
ments. The theory of the tragedy of the 
commons is well-known: it is in the inter- 
ests of any individual to add to his stock of 
animals on common land, even if that 
leads to further degradation. 


Enter the free-market fundamentalists 
Already, a 1995 land law, only recently be- 
ing implemented, allows herders to apply 
for the rights to use certain winter shelters. 
Many interpret this as entailing the rights 
to winter pastures around those shelters 
too. Rich herders have rushed to stake their 
claims, leaving poorer ones at a loss. A 
new land law, passed in mid-2002, sensi- 
bly gives Mongolians the right to own ur- 
ban plots of land. But many see such own- 
ership eventually being applied to 
pastures, and are laying claim now to the 
best ones. "Traditional unwritten law is 
not working any more," says Batbuyan, à 
specialist in pastoralism at the Mongolian 
Academy of Sciences. "Younger herders 
don't really know the traditions. They 
want things written down." 

Yet privatisation, say pastoral experts 
(though not most economists), would be a 
disaster, undermining centuries of institu- 
tional best practice. Inner Mongolia offers 
a cautionary tale. From the 1980s, pasture 
was, in effect, privatised through contract- 
ing-out. One justification was the threat of 
a tragedy of the commons. Fencing has 
gone up to delineate the private land. As a 
result, Inner Mongolia and Mongolia are 
distinguishable from the air: up to 40% of 
Inner Mongolia's steppe is reckoned to be 
degraded; less than 10% is in Mongolia. 

Pastoral households, or even small 
groups of connected households, called 
khotail, form too small a unit to cope with 
the unpredictable weather and pasture 
conditions that characterise nomadic life. 
Proper mobility (sometimes the ability to 
move over 100 kilometres to a new pas- 
ture), and flexible access, are crucial to 
avoiding livestock losses and ensuring 
healthy herds. Private herds might one day 
gain the scale of former collective or feudal 
herds, but that is a long way off. Of some 
275,000 households that own livestock, 
fewerthan 1,000 have more than 1,000 an- 
imals. In the meantime, ways need to be 
found to make herding more co-operative. 

One priority is to improve access. Out- 
side Choibalsan, Dornod's capital, one 
herder, Ovgii, said he moved a year ago 
from the better pastures around Sumber, 
300 kilometres to the east, because he can 
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get more for his livestock: 40,000 tugrugs 
($39) for a cow in Choibalsan, compared 
with 26,000 tugrugs in Sumber. Improved 
roads would lessen the discrepancy, and 
encourage more of the private co-oper- 
atives that are only now starting to take off, 
with groups of herders pooling resources 
for marketing and transport. Better roads 
would also improve distant herders' terms 
of trade, by lowering the price of flour, tea 
and Chinese consumer goods. Already, 
better information about market prices of 
produce such as cashmere, broadcast by 
radio, improves herders’ bargaining power 
when traders come to buy wool. 
Meanwhile, says the World Bank's Mr 
Mearns, herders need to share better the 
risks that collectives used to bear. Partly, 
this involves organising fodder provision, 
water supplies and pasture management. 
It also means spreading financial risk. One 
idea being developed with World Bank 
support is livestock insurance, with pay- 
outs calculated from data on a district's 
livestock mortality, weather and (using 
satellite imagery) vegetation growth. If 
growth failed, pay-outs to herders would 
be based on their livestock holdings. 
Gankhuayg, a young former soum gov- 
ernor from Khentii province, argues for 
sweeping administrative changes, reshap- 
ing the artificial boundaries of the 300 
soum set up under socialism, or even do- 
ing away with many of them; in effect, re- 
creating hoshuu, the banners of old. That, 
advocates say, would better reflect the 
way herding is more intensive nearer the 
towns. It would also allow for more tradi- 
tional roaming in remoter areas, including 
reciprocal access, for something approach- 
ing the large herds of former times. "The 
people who remain in those remote 
places," says a Mongolian specialist in pas- 
toralism, “will be Mongolia’s toughest.” m 
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From hard labour to a beauty contest 


BORZOI flirts with a Pekingese; a Great 

Dane with a Chihuahua. How does 
each even know that the other is the same 
species as itself? No other animal pos- 
sesses such variety, nor such manifest ge- 
netic elasticity. Nor, probably, has any 
other animal had its genes so manipulated 
to please human fads and fancies. 

It is not entirely a one-way street. Dogs, 
those self-domesticated wolves, are adept 
at manipulating their chosen companions. 
Dog owners take a heap of punishment 
from their beloved pooches: trudging 
round in the rain, spending their all on 
vets’ bills, apologising to undoggy people 
for yapping or biting or smelling. And not 
just these days. Remember Launce, the 
man-servant in Shakespeare’s “Two Gen- 
tlemen of Verona”, who took the punches 
on himself when his wicked dog Crab 
stole a pie, killed a goose or pissed in the 
dining chamber? 

Owners can be saps but they have, over 
the years, done some very strange things 
to their mutts. To fit in with passing fash- 
ion, dogs have been stretched and shrunk, 
their noses pushed and pulled, their coats 
curled and straightened, their skin wrin- 
kled—and not with age. This “painting 
with dog genetics”, as someone cleverly 
called it, is a relatively new development. 






It is true that dogs, which began distin- 
guishing themselves from wolves well 
Over 12,000 years ago, have always 
adapted themselves, or been adapted, to 
fit with human requirements, growing 
longer legs for hunting, bigger bodies for 
guarding, thicker coats for sled-pulling. 
Their temperaments changed too: a guard 
dog knew it must bite, a herding dog knew 
it must not. But except for the over-privi- 
leged few, who were happily sybaritic as 
the cherished pets of the great and good 
and rich, these dogs worked for their liv- 
ing, and they were bred selectively to 
make them better workers. 

All this changed in the second half of 
the 19th century. With the birth of kennel 
clubs (first in Britain in 1873, followed 
closely by the American Kennel Club), 
breeding clubs and dog shows, a dog’s life 
changed from hard labour to a beauty con- 
test. Although about eight out of ten pure- 
bred dogs never see the inside of a show 
ring, there are now aesthetic, rather than 
workmanlike, standards that breeders, 
and many owners, aspire to. All a dog has 
to do, writes Desmond Morris, in his excel- 
lent dictionary of dogs, is “to look good, 
walk proudly and not bite the judges”. 

Until then, dogs were mostly dogs. 
Owners of canine aristocrats proudly trace 
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their animal's descent back to the pha- 
raohs, Aztec kings, Spanish conquistadors, 
Chinese empresses and so forth. And in- 
deed there were modern lookalikes in an- 
cient times: something looking like a sa- 
luki is said to have turned up in western 
Asia in 3000 BC. The Romans specified six 
types: guardians, shepherds, sporting 
dogs, war dogs, scent hounds and sight 
hounds. But there was always a fair 
amount of cross-breeding and, even in rel- 
atively modern times, most dogs that were 
not dismissed as curs or lurchers, fell into 
the general categories of mastiffs, collies, 
terriers or pointers. 


Purity of the breed 
Today there are 300-400 separate breeds 
recognised by kennel clubs worldwide 
(196 recognised by Britain's Kennel Club, 
and 156 by the American Kennel Club). 
And these recognised breeds are being 
split into ever smaller, more precise cate- 
gories: there are now, for instance, two 
types of cocker spaniel, and two types of 
Welsh corgi, each with its own gene pool. 
The separation of genes is crucial: the 
purity of each breed, or sub-breed, is zeal- 
ously preserved and protected. The only 
qualification needed to register a puppy 
with most kennel clubs (and thereby to ob- » 
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tain the pedigrees that are essential for suc- 
cessful showing, breeding and trading) is 
that both its parents were registered as 
pure-breds of that particular breed. 

Stephen Budiansky, the author of a ter- 
rific book, “The Truth about Dogs”, sug- 
gests that this obsession with dog purity 
originated in late Victorian Britain, and has 
a touch of racist eugenics aboutit. He men- 
tions books and articles written at that 
time, and into the 20th century too, that ex- 
coriate mongrels and other weaklings for 
contaminating the purity of bloodlines. 
The inbreeding to preserve the purity of 
small-population breeds sometimes has 
results that get him thinking of the haemo- 
philia that ran through the blood of all 
those royal European cousins. 

The physical standards that each breed 
should aspire to are laid down by the ken- 
nel clubs in meticulous detail. The British 
rules for a bulldog's head go on and on for 
no fewer than 240 words; a pug's foot 
should be "neither so long as the foot of 
the hare, not so round as that of the cat"; a 
King Charles spaniel must have a coat that 
is “long, silky and straight...never curly”; a 
Pekingese should have a "slow, dignified 
rolling gait in front...close action behind", 
and so on through thousands of daunting, 
sometimes poetic, words of aesthetic in- 
struction. Since the judges at the all-impor- 
tant dog shows assess an entry according 
to the exactitude with which it conforms to 
these arbitrary standards ("this little girl 
took my eye...wish she had more wrin- 
kles"), an ambitious breeder will exert him 
or herself to design a replica. 

The first dog show was a social affair 
held by English aristocrats to raise money 
for charity. Now they are a deadly serious 
competitive sub-culture: mighty battles of 
pride and money against a sometimes 
murky background of back biting and 
back-handers. A blue-ribbon dog, the very 
model of a champion, fulfilling every con- 
dition in the rule-book, is the parent that 
all ambitious breeders want for their pup- 
pies, passing on his aesthetically perfect 
genes. 

There are sometimes regulations limit- 
ing the number of litters a bitch may pro- 
duce. But there have been none, at least un- 
til the Netherlands introduces some 
incendiary new rules next year, about the 
number of times a champion sire can 
mate, or his semen be used. So the proud 
beauties give of their best, again and again, 
even father to daughter or brother to sister, 
to produce the perfect breed-standard 
specimen. Over-use is the rule rather than 
the exception. It is almost, in Mr Budian- 
sky's inimitable words, cloning the old- 
fashioned way. 

But, alas, the almost-cloned puppy car- 
ries its parents' imperfections as well as 
their aesthetic perfection: unwanted genes 
are channelled down, in ever greater con- 
centration, alongside the desired ones. 


There is nothing inherently evil about in- 
breeding dogs, or line-breeding as it is cos- 
metically called. Similar methods are used 
all over the place, for instance in the breed- 
ing of dairy cattle. But, unchecked, it can, 
and is, producing lamentable results. 


Diseases, disorders and disabilities 
These are basically of two kinds, though 
inter-linked. First, the inherited diseases 
and disorders. With the intense use of 
"popular sires”, especially in the rarer 
breeds with small populations, the ani- 
mals within a breed become ever more 
closely related as the generations go by. 
Undesirable traits, from weak hearts to 
weak eyes to weak hips, are passed down 
the line along with the bushy tails and 
bright eyes. Responsible breeders will not 
mate an afflicted animal; but many dogs 
are silent carriers, showing no sign of the 
disorder themselves but passing recessive 
mutant genes on to their offspring. 

In the closed-book breeding conditions 
that prevail, which allow for no cross- 
breeding or diversity to creep into the 
blood, certain defects have become breed 
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characteristics: blindness in setters, for in- 
stance, or heart disease in boxers and Bos- 
ton terriers, or deafness in Dalmatians, or 
hip dysplasia, that disabling misfit of ball 
and socket in the hip joint that troubles a 
large number of different pure-breds. 

Cross-bred dogs are not immune. But, 
refuting the old racist ideas about degen- 
erate mongrels weakening the race, actuar- 
ial statistics worked out by pet-insurance 
companies, and quoted by Bruce Fogle in 
his encyclopedia of dogs, show that cross- 
bred dogs have a median life expectancy 
of 13.2 years compared with the seven 
years of some pure-breds, including bull- 
dogs and Irish wolfhounds. 

Second, there is the exaggeration of cer- 
tain desired physical features to the point 
where they harm the dog: a creeping ex- 
tremism, done in the name of fashion, that 
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causes disorders. Man, or woman, decides 
that it would be nice to make dogs bigger 
or smaller, or with squashier faces and 
noses, or with hairier coats, or with ever 
more wrinkled skin. When carried to an 
extreme, it has led to many breeds of dogs 
being unable to breathe or reproduce or 
move in anormal way. 

Humans have done extraordinary 
things to their animals. Much of the dog- 
designing is well intentioned. Sometimes 
it has positive results: the exquisite sense 
of smell of some dogs, for instance, has 
been fine-tuned to help to sniff out drugs 
or, more excitingly, to detect the early signs 
of prostate cancer before a scan can do so. 
Much of it is harmless: West Highland ter- 
riers, for instance, were bred to have white 
coats after a careless owner shot his brown 
pet by mistake for a fox. 

But the results of genetic redesign are 
not always so benign. Bulldogs, it was de- 
creed, should have big heads. Now they 
are so big that they cannot pass through 
the birth canal and most bulldogs have to 
be born by caesarean. Dachshund bodies 
were lengthened, giving them hernias. 





German shepherds, once straight-backed, 
looked more alert with sloping backs; but 
this has done their hips in. Spaniels, it was 
decreed, should have longer, heavier ears; 
but this has affected the ear’s anatomy. 
And a veterinary surgeon's nightmare 
sometimes comes true: the eyeballs of a 
Pekingese can actually pop out. 

Working dogs are often turned into 
something else. The Yorkshire terrier, once 
atough little ratter, has been miniaturised, 
resulting in slipped kneecaps and col- 
lapsed wind pipes. Mr Budiansky tells of 
American owners of Border collies who 
unsuccessfully fought to keep their work- 
ing dogs off the list of recognised breeds 
for fear that they would be transformed 
into furry, useless creatures. 

And fashions have a tendency to 
change. In the late 19th century, it was » 
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thought that it would be nice if the King 
Charles spaniel had a flatter nose. Then, in 
the 1920s, an American noticed that the lit- 
tle dog in a Van Dyck painting of Charles II 
had a long nose. So the King Charles had 
its nose lengthened again to make a new 
breed, the cavalier King Charles, which has 
become immensely popular and intensely 
inbred-and whose heart troubles now 
shorten the life of affected dogs by four or 
five years. 


The marvels of science 

Kennel clubs and breed clubs, cast as snob- 
bish or money-grabbing villains by some 
animal-rights groups, are acutely alive to 
the increasing prevalence of inherited dis- 


eases among their pure-bed dogs. They dif- 


fer, however, over how to tackle the pro- 
blem. The Dutch Kennel Club, deciding 
that the times are serious enough to justify 
desperate measures, is passing stiff new 
regulations; others hope to achieve much 
the same result with information, incen- 
tives and peer pressure. All are helped by 
the scientific explosion in DNA-testing for 
hereditary diseases. 





The testing is crucial to avoid passing 
on recessive mutant genes that do not 
show up in any obvious way in the parent, 
but can kill or maim or blind its puppy. 
Identifying a dog or a bitch as a carrier 
would not ban it from being mated: a sin- 
gle recessive mutant gene does no harm, 
and to ban the animal would shrink an of- 
ten tiny gene pool to an even tinier one. 
The trick is to prevent it being mated with 
another carrier. That is what is fatal: if two 
carriers mate, some of the offspring inherit 
a bad gene from both dam and sire, and are 
thus hit by the disease. 

For the moment, DNA tests for dogs are 
available for fewer than 20 diseases, affect- 
ing some 50 breeds. This is only a begin- 
ning: dogs are known to suffer from 350 in- 
herited diseases. Of those, the precise 
mode of inheritance is known of about 


half, and is usually a single gene mutation. 

The British Kennel Club showed that it 
took all this seriously by appointing a mo- 
lecular biologist, Jeff Sampson, to be its ca- 
nine genetics co-ordinator four years ago. 
All the same, British DNA-testing is se- 
verely limited, mainly because it costs so 
much. It is, however, used to detect PRA, a 
form of blindness that affects a number of 
breeds, including Irish setters and Cardi- 
gan Welsh corgis, and CLAD, an immune- 
deficiency disease, that afflicts several 
types of setter. Enormous store is set by 
this testing. The CLAD test was introduced 
only in 2000, when it was discovered that 
12* of the breed suffered from it; but the 
tests are going so well that the Kennel Club 
believes that all setters should be clear of 
the killer disease by 2005. 

Testing is both more popular and more 
possible in America, where the Kennel 
Club, the Canine Health Foundation and 
breed clubs pour money into genetic and 
other research, amounting to at least $1.4m 
this year. DNA tests are available for a 
range of diseases including haemophilia 
for Cairn terriers, muscular dystrophy for 
golden retrievers, and narcolepsy for 
dachshunds, Dobermanns and Labradors. 

Of course, in America as everywhere 
else, there will always be greedy, unscru- 
pulous breeders, and every breed club has 
a different code of ethics. But there is con- 
siderable peer pressure, the American Ken- 
nel Club insists, to test a dog early for what- 
ever disorder tends to afflict that breed. 
Early auditory tests for Dalmatians have 
cut down their deafness, orthopaedic x- 
rays for German shepherds are helping 
with their hip trouble. A breeder who 
skips corners, claims the club, is a bit of an 
outcast: to have certified tested dogs is a 
mark of honour. 

But it is the Dutch who are ahead of the 
field. The Dutch government has signed 
the European Convention for the Protec- 
tion of Pet Animals, which obliges mem- 
ber states to safeguard the health and well- 
being of their pets by national legislation, 
and the Dutch Kennel Club takes the ob- 
ligation seriously. During the 19908, it car- 
ried out health inventories to see if there 
was truth in the belief that pure-bred dogs, 
because of inbreeding and exaggeration of 
type, suffered from more genetic problems 
than other pets. The answer was an em- 
phatic yes: in every one of the 30 breeds of 
dog surveyed, the incidence of hereditary 
problems was unnaturally high. 

The Dutch Kennel Club puts less faith 
than others in testing, arguing that most 
diseases and disorders still do not have 
suitable, or affordable, testing methods. By 
the time science has caught up with the 
problem, harmful genes may have spread 
all over the breeds, both in visibly affected 
dogs and in a much larger group of invisi- 
ble undetectable carriers. 

The cause of the problem, kennel-club 
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experts concluded, was current breeding 
policy. So they decided to cut down the in- 
breeding. And since persuasion, they felt, 
had got nobody anywhere, they decided 
to make the changes mandatory. Until 
now, the Dutch Kennel Club, like its fel- 
lows, had to issue a pedigree to any puppy 
born of two certified pure-breeds of the 
same breed. But, from the new year, the 
Dutch will issue two sorts of certificate. A 
pedigree will be given only to puppies 
bred under stipulated breed regulations; 
puppies that do not meet this standard, 
will get a mere “certificate of descent”. 

Over the past few months, the various 
Dutch breed clubs have been working out 
the regulations for their specific breed. By 
far the most controversial of these rules 
tackles the “popular sire” syndrome: the 
over-use by breeders of a single champion 
dog. From now on in the Netherlands, the 
number of times a particular dog is al- 
lowed to be used for mating will depend 
on the size and the problems of his specific 
breed. For instance, if a dog is allowed only 
12 matings, the breeder of the puppies 
from the 13th mating will be denied a pedi- 
gree certificate. 

The Dutch, with their touch of auto- 
cracy, are exploring this new route, insist- 
ing on more diversity within a breed and 
punishing those who refuse to comply. 
Other clubs demur, saying their members 
do not like being ordered about, and 
would rebel against rules and regulations. 
It is nicer, they say, to be gentler. But can 
the Dutch experiment be extended to un- 
doing some of the harm caused by exag- 
gerating the way certain dogs look? 

Since breeders want their dogs to win at 
shows, and judges assess the dogs by 
breeding standards, the logical step would 
be to change those standards. On this 
point, however, there have been only the 
smallest of small concessions to health 
and well-being. The standards no longer 
call for anything to be “excessive”; indeed, 
that is discouraged. And diamond-shaped 
eyes, which caused all sorts of eyelid trou- 
bles, are no longer demanded. But all this 
touches only the edge of the problem of 
dogs that have been disabled by a whim of 
human fashion. 

The notion of diversifying within a 
breed is controversial; outside it is still ta- 
boo. Nobody wants to end the joyous va- 
riety of dogs. And dogs themselves can be 
tremendous snobs. “I am his Highness’ 
dog at Kew;/ Pray, tell me sir, whose dog 
are you?" wrote Pope, with understand- 
ing. But they would flourish more if breed- 
ers tried harder to ensure that each genera- 
tion reflected a greater diversity, perhaps 
injecting a drop of hybrid vigour into the 
narrowing aristocratic bloodlines. The cir- 
cular world of breeders, kennel clubs and 
dog shows rules against this. But it is not 
much good looking drop-dead gorgeous if 
you are going to drop dead. w 
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COLORADO SPRINGS AND LONDON 


Why are the heirs of Ronald Reagan doing so much better than Margaret Thatcher’s? 


N THE 20th century, the British Conser- 

vative Party could claim to be the most 
successful electoral machine in the west- 
ern world—a national party that seldom 
spent more than one term out of power 
and that adapted to change (the loss of em- 
pire, socialism, two world wars) with pa- 
trician ease. Rather than becoming a party 
of the embittered landed gentry, the Tories 
embraced the middle classes by maintain- 
ing a stance that was consistently just to 
the right of the centre of British politics— 
stressing patriotism, the family, business, 
lower taxes and individual freedom. 

By contrast, America’s Republican 
Party had a more chequered record—and 
not just because it won fewer elections. For 
most of the century it was a regional affair, 
centred on the north-east. Until the 1960s, 
it was almost absurdly un-ideological: its 
positions were interchangeable with 
those of the Democrats. Dwight Eisen- 
hower, the only Republican to break the 
mid-century Democrat grip on the White 
House, prided himself on being above ide- 
ology. (“His smile was his philosophy”, a 
contemporary observed.) 

Now the positions are largely reversed. 
After two humiliating election defeats, the 
Tories are a regional party: they have been 
beaten back to the English shires, with just 
one seat in Scotland, none in Wales and 
hardly any urban English seats. And ideo- 


logically, the Tories are a mess, hung up on 
piffling non-issues such as fox-hunting. 

The Republicans, by contrast, are now 
much closer to a national party (see map 
on next page). And they are a stridently 
ideological bunch. On many issues—abor- 
tion, tax cutting, the environment, unilat- 
eralism—George Bush has dared to take po- 
sitions to the right of his compatriots. 

Why has this reversal of fortunes come 
about? The answer has a lot to do with 
individual mistakes and triumphs. But 
America's new status as the unchallenged 
citadel of modern conservatism also 
points to a deeper gulf in attitudes. 

Not long ago, the two parties were ad- 
vancing in lock-step. Two fire-breathing 
conservatives, Ronald Reagan and Marga- 
ret Thatcher, were followed by two gentler 
sorts, George Bush senior and John Major, 
who were then clobbered by two leftish 
moderates, Bill Clinton and Tony Blair. But 
now, the Republicans are rampant while 
the Tories fret that they may lose second 
place to the Liberal Democrats. On No- 
vember 5th, the day George Bush junior 
led his legions to triumph in the mid-term 
elections, lain Duncan Smith, the Tory 
leader, was reduced to warning his squab- 
bling party to “unite or die". 

This asymmetry matters to both par- 
ties. Republicans and Tories share strong 
emotional ties, rooted in a sense that to- 
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gether they changed the world. Some To- 
ries date Thatcherism back to Barry Gold- 
water's presidential campaign of 1964, 
which ended in failure but redefined con- 
servatism as a radical anti-government 
philosophy: "I have little interest in 
streamlining government or in making it 
more efficient, for I mean to reduce its size", 
he wrote in “The Conscience of a Conser- 
vative", one of Lady Thatcher's bibles. For 
their part, Republicans still talk about the 
influence of Sir Keith Joseph and free-mar- 
ket Tory intellectuals in the 1970s. “They 
were crucial,” says Bill Owens, the gover- 
nor of Colorado. He hails Lady Thatcher as 
the “first western American conservative”. 

What has happened? The conventional 
answer on both sides of the Atlantic is to 
stress the exceptionalism of the Tories—to 
spin a tale of their misfortune and inepti- 
tude: how they came up against the de- 
monic Mr Blair, how they have been 
pulled apart by Europe, how they lost their 
reputation for economic nous under John 
Major, how they have chosen poor lead- 
ers—most recently, Mr Duncan Smith. 

The corollary of this conventional wis- 
dom is that the Tories’ way back to power 
is to copy Mr Bush's “compassionate con- 
servatism". This year's surprisingly suc- 
cessful party conference in Bournemouth 
was a deliberate attempt to mimic the mul- 
ticultural Philadelphia convention that » 


nominated Mr Bush. Blacks, Asians and 
young people appeared on the stage, as the 
party's new leopardskin-shoed chairman, 
Theresa May, tried to usher in the future. 

Oliver Letwin, one of the Tories' top 
thinkers, argues that British politics are 
now closer to America's. The debate no 
longer pits socialism against the free mar- 
ket. Rather, it is about the role of the state, 
with the Labour Party, like the Democrats, 
favouring an active central government, 
and the Tories, like the Republicans (and, 
he adds mischievously, “half of Mr Blair"), 
trying to devolve control to the local level— 
giving people more power over their 
schools, hospitals and policemen. 

This looks sensible as a long-term strat- 
egy for the Tories. But in the short term, 
they face problems in imitating Mr Bush— 
not least because they lack a testing 
ground for their ideas. As governor of 
Texas, Mr Bush could point to real exam- 
ples of compassionate conservatism— 
such as his successful education policy. 

There is also the problem of the man at 
the top. Mr Bush certainly came from an 
old political dynasty, but, like Messrs Blair 
and Clinton, he was of a new generation, 
and from outside Washington. He broke 
ranks with his party’s extremists by de- 
nouncing the Republican Congress for try- 
ing to “balance the budget on the backs of 
the poor”. Mr Duncan Smith, by contrast, 
is close to a stereotype of Tory stasis: a bald 
man in a suit with an upper-class name 
and tough views on crime and the euro. 

The Tories’ organisation is woeful too. 
Earlier this year, a small team led by Mr 
Duncan Smith visited Washington. Brag- 
ging about his connections later in the eve- 
ning, one of his advisers was asked 
whether he had met Karl Rove (Mr Bush's 
Svengali). "Who?" came the reply. 
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But are the Tories really the odd one 
out? They are not the only rightish party to 
have fallen out of step with the Republi- 
cans. Canada’s Conservative Party has im- 
ploded. Europe's centre-right parties are 
neither as vigorous nor as right-wing as 
the Republicans. The more you think 
about it, the clearer it seems that the Re- 
publicans are the exception. 


America, the different 

It is not just a matter of political success, 
but of philosophy. It is hard to think of any 
European party that would have pushed 
through a tax cut as large as Mr Bush’s, that 
would have junked the Kyoto Protocol, 
that would campaign so fiercely for the 
right to bear arms and the death penalty, 
that would make such a moral crusade out 
of abortion, that would declare war on an 
“axis of evil”, that would support Israel so 
singlemindedly or that would openly 
smirk at the United Nations. 

Leave aside pensions, (which the Tories 
are keener to privatise than Mr Bush is), 
and the Republican Party takes a more rad- 
ical line on almost every issue than its 
peers anywhere else in the industrialised 
world. It is also anchored in a populist 
movement whose scale has no equivalent 
in Europe. To see why, consider two 
scenes: Colorado Springs and Grover Nor- 
quist’s Wednesday meeting. 

Nestling under Pike's Peak, the moun- 
tain that inspired “America the Beautiful”, 
Colorado Springs is now one of America’s 
most successful cities-the home of “Sili- 
con Mountain" and much of the us Olym- 
pics bureaucracy. It is also one of the most 
conservative. Almost all the local politi- 
cians are Republicans; this year more Lib- 
ertarians than Democrats ran for the state 
assembly—and, as Joel Hefley, the local 
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congressman, puts it, “plenty of our Dem- 
ocrats are more conservative than any 
north-eastern Republican". 


Colorado Springs has long had a mili- 
tary connection, and it remains one of the _ 
favourite places for old soldiers to retire. 
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Butin the past decade, the town hasadded 


two more evangelical strands of conserva- 


tism. First, it has spawned a tax-cutting 
movement, which in 1992 pushed through 


a Tax Payers’ Bill of Rights that bans Colo- 
rado's politicians from raising any tax 


without the electorate's permission. 
Second, in 1991, the town's leaders, bat- 

tling with a recession that had left it the “re- 

possession capital of America", lured in 


Focus on the Family, a huge Christian min- — 


istry founded by Jim Dobson. There are 
now 100 or so other Christian organisa- 
tions in the town. As a charity, Focus is 
banned from being directly involved in 
party politics, but the group, which em- 


ploys 1,300 locals, is enormously influen- _ 


tial with conservatives. More than 8m 
Americans listen to Mr Dobson's broad- 
casts each week, and it is now de rigueur 
for Republican presidential candidates to 
make a pilgrimage to Focus's campus. 


Wander around America-particularly — È 
southern and western America—and you 
find plenty of townsthatfeellike Colorado 


Springs. While only one in five Americans 
will accept the moniker "liberal", nearly a 
third call themselves "conservative". For 
all their disdain for Colorado Springs, the 
cultural capitals of Hollywood and Man- 
hattan remain the exception, and the 
much disdained "flyover" land that lies be- 
tween them is the rule. 
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Crucially, the Republican Party's base 
is united by culture, not class. The best pre- 
dictor of Republicanism among whites is 
not income, but church attendance. In 
2000, Mr Bush lost nearly half the votes of 
people who earned more than $100,000 a 
year. The Republican Party is also populist. 
The archetypal Tory activist reads the 
establishment Daily Telegraph; the arche- 
typal Republican listens to Rush Limbaugh 
howling against Washington (and is 
shocked to find that conservative talk- 
shows do not exist in Europe). 

Nonetheless, the party has far greater 
intellectual firepower than its European 
equivalents. To get a flavour, visit Mr Nor- 
quist's weekly meeting of Americans for 
Tax Reform in Washington, DC. This used 
to be an eccentric affair: the unhygienic lib- 
ertarian types who came were known as 
“droolers”. Nowadays, more than 100 peo- 
ple attend: Christians, NRA lobbyists, 
home-schoolers, free-marketeers, contrar- 
ian blacks and, of course, politicians. 

The gathering is impeccably egalitar- 
ian: grandees such as Governor Owens or 
Newt Gingrich sit next to interns. The table 
is littered with bagels and reams of flyers, 
op-eds from the Weekly Standard, booklets 
about government waste and papers from 
the Cato Institute, the Heritage Foundation 
and the American Enterprise Institute 
(each of which is bigger than all the Tory 
think-tanks put together). People from the 
White House and Congress give briefings ; 
congressional candidates who need 
money are introduced. 

Afterwards, many activists jump into 
taxis to head for Capitol Hill, and a lunch 
meeting hosted by Paul Weyrich of the 
Free Congress Foundation. Many reassem- 
ble for drinks at Mr Norquist's house in the 
evening. These are the people who go to 
“Dark Ages” weekends (the conservative 
movement's answer to the Clintonian Re- 
naissance weekends) or go on conserva- 
tive holidays (one recent offering: an ocean 
cruise to celebrate the liberation of Gre- 
nada, hosted by Oliver North). 

Other political parties have their clubs 
and meetings. But they do not have the 
same omnivorous reach, the same devo- 
tion to an agenda, and the same sense of 
struggle. When Hillary Clinton talked 
about a vast right-wing conspiracy, she 
was exaggerating—but not much. 


Right and wrong 

Looked at from this perspective, it is hard 
to imagine the Tories ever being able to 
copy the Republicans. It is hard to make 
morality a political issue in a secular coun- 
try. David Willetts, the Tories’ other brain- 
box, guesses that barely one in 50 British 
families say grace regularly before meals; 
in America, the number is close to half. 
Lady Thatcher's attempt to introduce God 
into her party—a strange sermon in Scot- 
land—produced giggles; Mr Major's "back 





to basics" campaign was a disaster. 

If the Republicans' recent past offers 
fewer hopeful clues for the Tories than 
both parties imagine, the Tories' recent 
past may actually offer more ominous por- 
tents for the Republicans than is com- 
monly acknowledged. Look back to Mar- 
garet Thatcher's three great election 
victories, and you discover that she never 
won more than 44% of the vote. She won 
because the opposition was split. When 
Labour got its act together, the Tories faced 
tougher times—particularly once they lost 
their reputation for economic competence 
and surrendered the middle ground. 

Although Mr Bush has a very long way 
to go before he reaches the chaotic last 
days of the Major government, he has pro- 
blems on both these counts. On economic 
issues, polls show that voters trust the 
Democrats more. That may be unfair: 
America's problems stem from the bubble 
built up under Mr Clinton. But Mr Bush's 
tax cut could yet seem politically reckless. 

As for the centre ground, conservative 
Colorado Springs may indeed be closer to 
the American norm than liberal Green- 
wich Village; but America in general is a 
more tolerant, less religious, more promis- 
cuous, less orderly place than Colorado 
Springs. If the Republican Party is about 
culture, itis losing the culture war: 8m may 
listen to Focus on the Family denounce ho- 
mosexuality, but 20m watch "Will & 
Grace", a gay sitcom. Despite Mr Bush's 
success in November and the right's 
claims to populism, the Democrats have 
won more votes at the past three presiden- 
tial elections. 

The Republicans tend to pooh-pooh 
suggestions that the president is driving 


too hard to the right. They claim that trends 
are moving in their direction. They are the 
party of entrepreneurs rather than govern- 
ment employees, of growing suburbs 
rather than declining inner-cities, of lim- 
ited government rather than top-down 
control, of the expanding south-west 
rather than the stagnant north-east. Look 
at their success in the mid-terms. 

But the signs are not all so optimis- 
tic—as America's most futuristic state 
shows. Even set beside the Tories' confer- 
ence in Bournemouth, the California Re- 
publican Convention, which took place 10 
days earlier in Anaheim, was depressing. 
The party that spawned Mr Reagan and 
the tax-cutting movement used to have à 
lock on the governor's mansion in Sacra- 
mento. But this year, despite the blackouts 
and the Democratic incumbent's conse- 
quent unpopularity, the Republican chal- 
lenger, Bill Simon, still lost by five points. 

In California, Republicans have man- 
aged to alienate two groups: Latinos and 
college-educated women. The first may be 
socially conservative, but they do not dis- 
like government as much as the Republi- 
cans do (and they are still seething about 
an anti-immigrant proposition the Califor- 
nian Republicans endorsed in 1994). The 
second are repelled by the intolerance of 
the religious right, especially on abortion. 

The Republicans claim that California 
is an exception. But even in Colorado, Gov- 
ernor Owen, who coasted to re-election 
this year by 30 points, says that he takes the 
idea of "The Emerging Democratic Major- 
ity" (an interesting new book by John B. Ju- 
dis and Ruy Teixeira) seriously. “What 
happened to the Tories and the California 
Republicans could happen to us if we are 
perceived to be intolerant,” he says. 

By any measure, however, the conser- 
vatism of Lady Thatcher and Mr Reagan 
has survived better in America than in Brit- 
ain. That has something to do with person- 
alities and chance. But it also reflects un- 
derlying moods—and by many measures 
(see table on previous page), America is 
simply more right-wing than Britain. 

You can trace this back to the constitu- 
tion with its stress on the individual; to 
America’s enthusiasm for money-making; 
to that corny old frontier spirit. Geography 
also plays a part. America is aland of open 
spaces: demanding more freedom for indi- 
viduals never seems awkward. Britain is a 
more crowded place: people have to share. 
Meanwhile in foreign policy, the most 
powerful country in the world has no pro- 
blem trumpeting national sovereignty. 
Britain, weaker and still checked by post- 
imperial guilt, is less nationalistic. 

The innate conservatism of his country 
might explain what Mr Bush has called his 
“distinctly American” approach. It also ex- 
plains why the Republicans have such an 
advantage over the Tories. The wonder is 
how long it took them to discover it. 8 






After the EU summit 
And now let's have another look at the 
road map 


BRUSSELS 


The enlargement agreed at Copenhagen leaves plenty still to be done 


A EIGHT in the evening on December 
13th, the doors of the European Union 
swung open. The leaders of ten countries 
eager to join were ushered in to meet those 
of the 15 current members. Their applica- 
tions had been approved. Champagne and 
speeches flowed. Latvia's President Vaira 
Vike-Freiberga proclaimed (in English and 
French) that "justice has been done." Peter 
Medgyessy, from Hungary, averred that 
for his country "history begins again to- 
day, after an interruption of 60 years." 

Then came an awkward moment. The 
leaders of three candidates not yet ac- 
cepted, Romania, Bulgaria and Turkey, 
were allowed to join the throng. Abdullah 
Gul, Turkey's prime minister, did not dis- 
guise his bitterness. Turkey had been told 
that the earliest it might even start negoti- 
ating was the end of 2004, and then only if 
a demanding series of political reforms 
had been put in place. “Far from satisfac- 
tory," he said, though it would not deflect 
Turkey from its determination to join. 

But the Copenhagen summit was in- 
deed historic. What began as a club of six 
West European countries, linked by the 
horrors of a recent war, is due soon to 
number 25, up to—indeed, with the Baltic 
states, into—the edges of the former Soviet 
Union. The accession treaties must still be 
ratified. Nine of the ten would-be mem- 
bers will put them to referendums next 
year. Hungary is expected to go first, on 
April12th. Current polls put approval there 


around 75%, and Eu officials hope this will 
create momentum in places such as Esto- 
nia, where a recent poll recorded just 39% 
(albeit with only 31% against). Votes in 
Malta and Latvia too may be close. 

The most eagerly awaited vote will be 
in Poland, with 39m of the hoped-for 75m 
new EU citizens. The last stages of the Pol- 
ish accession negotiations were bitter, and 
its anti-EU voices are strong. Still, current 
polls show clear “yes” majorities. 


And then? 

If all goes well, the new members will join 
on May 1st, 2004. There will then be three 
key issues: their economic development; 
their impact, as members, on the EU; and 
the Eu's handling of those countries still 
banging on its door, in particular Turkey. 

Central Europe's economies are mainly 
doing well. All are growing faster than the 
EU average: by 5% in free-market Estonia 
last year. Free trade with the EU, except in 
farm products, is already in force. Taken to- 
gether, Czech and Hungarian exports have 
almost trebled since 1993, over 60% going 
to EU buyers. Especially to these two, for- 
eign investment is pouring in. Poland is a 
worrying exception; its GDP is barely ris- 
ing and unemployment is near 20%. 

All the candidates hope that actual 
membership will give a further boost. But 
they also worry about the costs of EU so- 
cial and environmental rules, and wonder 
how their farmers will cope with compe- 
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tition from more-subsidised West Euro- 
pean producers. Still, well-educated and 
low-paid labour should help all these 
countries to go on doing better than their 
new partners—as they must, if eu enlarge- 
ment is to fulfil its central promise of clos- 
ing the gap in living standards. 

In Brussels the main concern is about 
the impact of the newcomers on the Un- 
ion. Some are logistical: how long will zu 
meetings go on, if 25 countries have to say 
their piece; can the translation system 
cope? Officials are already dreading the 
negotiations over the next EU budget, as 
the newcomers struggle to improve what 
many see as the rotten financial deals of 
their entry terms, while current members 
fight to hold on to the loot. 

As for policies, for “budget” read, nota- 
bly, farm policy as such, a big issue for the 
newcomers; and, no less, the sundry Eu ef- 
forts to help poor members catch up with 
rich ones. The newcomers will also affect 
the EU's fledgling foreign policy. They are 
likely to be more pro-American than some 
current members. George Bush recently 
got loud cheers when he gave a speech out- 
doors in Lithuania; he could barely risk 
such an event in parts of Western Europe. 

The biggest foreign-policy issue for the 
new EU will be how to deal with the queue 
of further applicants. Six months after the 
new members join, the Eu of 25 will be 
called upon to judge whether Turkey is fit 
to begin negotiations. Cyprus could prove 
troublesome. Hopes that talks in Copen- 
hagen outside the summit could lead to- 
ward a deal to reunite the island came to 
little, but Cyprus was accepted anyway. 
Might its (Greek-)Cypriot government try 
to block Turkey's entry, as the Turks fear? 
Meanwhile, Romania and Bulgaria are al- 
ready at the door, and others will surely 
come. The historic enlargement agreed at 
Copenhagen will not be the last. = 










Turkey and the EU 


Well, thank you 


ANKARA 
And Turkey's own hardliners are not 
being helpful either 


66 AN HISTORIC victory," said Recep 
Tayyip Erdogan of the Copenhagen 
summit, as hundreds of his party mem- 
bers applauded in the Turkish parliament. 
Theleader of the governing Justice and De- 
velopment Party (AK) was referring to the 
EU's decision to review Turkey's member- 
ship bid no earlier than December 2004 
and-if the Eu feels it has done enough on 
human rights-"with no further delay" 
give ita date for the start of entry talks. 
Only days before, Mr Erdogan had been 
warning EU leaders that they would prove 
it was a Christian club after all if they did 
not give Turkey a firm date at Copenhagen. 
And the first reaction—“blackmail”—of the 
usually soft-spoken new prime minister, 
Abdullah Gul, had been harsh. But the 
spin now coming from Ankara is being 
widely echoed by Turkey’s businessmen 
and even by its fiercely nationalistic pro- 
establishment press. Wobbly it may be, 
but a date is a date, they all argue; instead 
of whining, let's press on with reforms. 
The previous parliament had already 
taken steps that way, and the new one is 
following suit. The constitution is likely to 
be amended to allow an amnesty for the 
many students expelled from university 
for wearing headscarves or demanding 
Kurdish language courses. And some for- 
mer Kurdish parliamentarians given long 
jail sentences in the past, for demanding to 
use that language when they were to be 
sworn in, will get the chance of retrials. 





Erdogan, doing what he can 





More important—and certainly so for 
the EU-the new government needs not 
just to reform the constitution or the law, 
but to implement the results. In Diyarba- 
kir, the Kurds' regional capital, five school 
teachers were recently banned from their 
profession for having played Kurdish 
songs at a social event, and even now face 
trial on charges of promoting separatism. 

Still, Mr Erdogan is going in the right di- 
rection. Also, despite fierce opposition 
from the generals and hawks in the foreign 
ministry, he has given a degree of support 
to the United Nations' plan to reunite Cy- 
prus, urging that the UN-set deadline for a 
deal, February 28th, be met. Otherwise, 
said Turkey's foreign minister, Yasar Yakis, 
the Turkish troops there would in 2004 be 
regarded by the Eu as occupiers of one of 
its member states. 

Mr Yakis was savaged by Deniz Baykal, 
leader of the only opposition party in par- 
liament, and the hawks' front man on Cy- 


prus. Mr Gul, meeting Turkey's president 
and chief of staff on December 18th, got lit- 
tle joy. The foreign ministry itself damned 
the EU's acceptance of Cyprus as "illegal". 
But the government is still pressing Rauf 
Denktash, the aged and ailing Turkish- 
Cypriot leader, to accept the UN plan as a 
basis for negotiations. Mr Denktash is un- 
der pressure at home too: thousands of 
Turkish-Cypriots took to the streets last 
week calling for his resignation. They feel 
Turkey at least got "a date for a date", from 
Copenhagen, while they got nothing at all. 
Mr Erdogan may soon be better placed 
to pursue his ideas. He was barred from 
the election in November, because of an 
old conviction for reciting a supposedly Is- 
lamist poem. But a constitutional change 
already passed would now allow him to 
stand for parliament. He is expected to do 
so in February, in a southern province 
where the voting has to be rerun. He could 
then replace Mr Gul as prime minister. 8 





Kaliningrad 
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KALININGRAD 


Russia's separated sons feel out in the soon-to-be EU cold 


OMPARED with some Russian re- 

gional capitals, the city of Kaliningrad 
seems to be doing quite well: it is reason- 
ably tidy, bustling with new shops, and 
facing a soon-to-be-intractable traffic pro- 
blem. But for anyone visiting from more 
prosperous neighbours like Poland or Lith- 
uania, the contrast is jarring. And it risks 
becoming all the more so after those neigh- 
bours join the European Union in 2004. 

Until 1991, Kaliningrad's odd location 
(part of former East Prussia, it was ab- 
sorbed into the Soviet Union after the sec- 
ond world war) did not matter much. It did 
wellas a Soviet industrial centre and home 
to the Baltic fleet. But when the Baltic re- 
publics became independent, cutting it off 
from the homeland, their customs duties 
made sending goods to the rest of the new 
and shrunken Russia suddenly more ex- 
pensive. And once its borders become EU 
borders, Kaliningrad's trucks will have to 
meet EU safety standards. 

Moreover, six months from now its 
950,000 residents will no longer be able to 
Cross its eastern border freely on their way 
to the rest of Russia. Last month, after pro- 
tracted haggling with the Eu, Russia agreed 
to a “facilitated-transit document" for Kali- 
ningraders who want to get to the main- 
land through Lithuania-a face-saving 
name for what is basically a visa. That will 
not only enforce Kaliningrad's isolation; it 
will also be a blow to the small-time smug- 
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gling of cheap vodka, cigarettes and petrol 
that provides a livelihood for thousands. 
Already, the region's GDP per person is 
more than one-third below the Russian av- 
erage, never mind that of its neighbours. 

Up to now Moscow's approach has 
been to coddle Kaliningrad's economy. For 
four years it was a fully free economic 
zone, and since 1996 goods have been im- 
ported duty-free if they are used to make 
finished products, of a certain added 
value, for sale to the rest of Russia. 

The results: Kaliningrad makes a lot of 
furniture, and a handful of foreign compa- 
nies (notably BMw, a German car maker) 
have assembly plants there. But its special 
status, admits Vyacheslav Dykhanov, an 
official of the regional development 
agency, has made Kaliningrad "a kind of 
drug addict": it leaves local business lazy 
and uncompetitive, and creates opportu- 
nities for corruption. 

All of which contributes to Kalinin- » 





> grad's bad image—an undeserved one, say 
indignant locals. It is often referred to as 
one of Russia's AIDS capitals; but while its 
reported HIV infection rate is higher than 
the average, that may just be because it set 
up à vigorous (and controversial) testing 
programme early on. Now, say health au- 
thorities, the rate of new cases has slowed. 

AII this upsets the Kaliningraders. Rus- 
sian they indeed are, and not so just by for- 
mal citizenship. But they are noticeably 
more “European” in temperament, and— 
though opinion polls find virtually no sup- 
port for separatism—tend to use the word 
“Russia” as if it were another country. 

Economically too they are in a bind. On 
the map, Kaliningrad is 310 kilometres (195 
miles) from Vilnius and 280km from War- 
saw, but 690km from the nearest big Rus- 
sian city, Pskov. It should be trading with 
its neighbours. But many of its products 
will not meet EU quality standards. So the 
new EU will both constrict its trade with 
Russia proper and heighten neighbouring 
countries' barriers against its goods. 

The Russian government does at least 
seem to be paying attention. It has out- 
lined a development programme until 
2010, with big spending on infrastructure. 
The idea, says Mr Dykhanov, is to wean 
Kaliningrad off its special economic status 
and make it an attractive place to invest. It 
offers cheap labour, and is as near western 
markets as is Warsaw, though worse con- 
nected. It should suit at least some outside 
investors. More ambitiously still, the au- 
thorities want to turn Kaliningrad into a pi- 
lot region for Russia itself: a test-bed both 
for economic reform and for a proposed 
EU-Russia common economic area, which 
is as close to EU membership as Russia can 
hope for in the foreseeable future. 

The trouble is money. Government 
budgets are expected to provide the capital 
for only a fifth of the development pro- 
gramme. Another fifth or so, it is hoped, 
will come from private investment, a fur- 
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ther fifth from loans, and the rest from un- 
specified *other sources". Even official fig- 
ures show recent annual foreign direct 
investment in Kaliningrad at around 0.5% 
of regional GDP, as against about 1% for 
Russia as a whole and 4% or so for Lithua- 
nia. Moreover, the EU will give its new en- 
trants billions of euros in restructuring 
funds; it has given Kaliningrad only €40m 
over the past decade, most of which has 
paid for advice rather than gone into in- 
vestment. Something radical will have to 
happen to stop Kaliningrad falling a lot fur- 
ther behind. m 


Al-Qaeda in Europe 
Nightmare in Paris 


One plot foiled. There will be others 


IS the stuff of European nightmares: a 
clutch of suspected terrorists, two phials 
of unidentified liquid and one suit for pro- 
tection against nuclear, chemical and bio- 
logical weapons, all found on December 
16th alongside wads of cash, false papers 
and some empty chemical containers in 
an apartment in a suburb to the north-east 
of Paris. The three Algerians and a Moroc- 
can woman were picked up after tip-offs 
gleaned after earlier arrests in Paris and in 
Britain (where seven more men, all North 
Africans, were detained this week under 
anti-terrorism laws). The Paris group re- 
portedly got its training in Chechnya, and 
is said to have had past links with a group 
in Frankfurt that two years ago was plot- 
ting to blow up Strasbourg cathedral. 

It could take several days to show just 
whatthe chemicals were. But France's inte- 
rior minister, Nicolas Sarkozy, was in no 
doubt that the arrests in Paris were “ex- 
tremely important". European govern- 
ments were until recently critical of the 
way the American one, since the twin- 
towers attack, has repeatedly issued threat 
alerts. But now they too are increasingly 
edgy in public, alarmed by intelligence re- 
ports that al-Qaeda cells might (and may) 
be planning new "spectaculars", perhaps 
in several countries simultaneously. A 
taped message last month thought to have 
been from al-Qaeda's leader-in-hiding, 
Osama bin Laden, threatened Britain, 
France, Germany, Italy, Canada and Aus- 
tralia by name. 

European nationals have been victims 
of al-Qaeda before. Some died in the twin- 
towers attack. Some German tourists were 
among the dead earlier this year after an 
explosion at a synagogue in Tunisia. A 
group of French technicians was killed in 
an attack in Pakistan, and a French oil 


tanker was holed off the coast of Yemen in 
October. Europeans were also among the 
victims of the recent bomb blast in Bali. 
Meanwhile, several attacks planned 
against targets—and not just American 
ones-in Europe are thought to have been 
foiled in recent months by timely arrests, 
from the Netherlands to Spain. 

If the chemicals found in this week's 
raid turn out to be lethal, this would not be 
the first such “unconventional” attack to 
be thwarted either. Several suspects were 
picked up in Rome in February in posses- 
sion of quantities of cyanide and a map 
showing the water pipes leading to the 
American embassy; and there were re- 
ports last month of a planned chemical at- 
tack on the London underground. 

Al-Qaeda is known to have experi- 
mented with chemical and possibly nerve 
agents in Afghanistan. Documents found 
in safe houses there showed that its oper- 
atives were being trained to assemble 
"dirty" bombs, which would use ordinary 
explosives to spread radioactive material; 
one man has been held for months in 
America, on suspicion of planning a simi- 
lar attack. And although its main training 
camps in Afghanistan have been lost, al- 
Qaeda is still recruiting, reportedly 
through camps in Chechnya, Lebanon and 
South-East Asia. This week a UN team 
monitoring sanctions on al-Qaeda re- 
ported that *small, discrete and mobile" 
camps are reappearing in eastern Afghani- 
stan too. The nightmare is far from over. @ 


Poland's coal industry 
Tradition wins 


WARSAW 
The miners fight off government plans 
to slim the industry 


WAS all smiles in Warsaw after Leszek 
Miller's socialist-led government dug its 
heels in at Copenhagen to wring a little 
more up-front money from the European 
Union before signing up to join. But at 
home the government's resolve is woe- 
fully lacking. The coal miners this week 
made a mockery of it, and of all who may 
think that in the future EU countries mar- 
ket forces already reign supreme. 

In November, the government had ap- 
proved a three-year plan to slim the trou- 
bled coal industry, closing seven mines 
and axing 35,000 of today's 142,000 jobs, 
as a step to privatisation. No way, said the 
13 trade unions involved, and they won: 
the government has now agreed to defer 
decision on pit closures, and to maintain 
the miners' traditional social benefits. 

To be fair, coal reform has been a daunt- 
ing and conflict-prone undertaking in » 
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> many European countries; think of Britain 
in the mid-1980s, or Germany which, after 
cutting hard-coal output sharply in its 
prosperous west, had to contend with 
plummeting lignite production in the ex- 
communist east. And Poland's coal indus- 
try-the second-largest in Europe, after 
Russia’s—was always going to be a tough 
nut to crack. Clustered in the southern re- 
gion of Silesia, and unionised to the hilt, 
the country's 40-odd mines generate only 
2% of GDP but provide for over 60% of total 
energy consumption and, with lignite pits, 
95% of power-station needs. 

So the industry has the political muscle 
to stymie restructuring programmes. Its 
combative unions are most to blame, but 
the managers of the seven coal holding 
companies, and the state agency responsi- 
ble for them, PARG ("Pargosaurus", la- 
ments one consultant, bemoaning the age 
and outlook of its senior officials), are not 
too fond of privatisation either. *We're all 
in this together," said one union boss after 
miners early this month voted over- 
whelmingly to go on strike in defence of 
their jobs and their benefits. 

The government's climb-down averted 
that, but leaves the industry bleeding cash 
and sinking in debt, despite significant 
downsizing over the past four years. And 
as Poland's growth rate has grown worse, 
so has the outlook for coal: experts now 
reckon the industry must slim to 80m-85m 
tonnes a year, and 90,000-100,000 jobs. 
"The goalposts have shifted," says a min- 
ing adviser at the World Bank, which is 
mulling over a loan to help it modernise. 

Yet, given the needed shake-up, the 
long-term prospects for Polish coal are not 
bad. Power plants give it a solid customer 
base. Imports, so far, are low. Even the un- 
ions grudgingly accept the need for privati- 
sation. But Mr Miller is loth to rock the boat 
ahead of a June referendum on Eu acces- 
sion. A task-force is to make recommenda- 
tions on pit closures at the end of March. m 


Crossing Anus 
Over? Round? 
Why not under? 


SARAGOSSA 
The people of Aragon are tired of being 
shutin by the mountains 


HE final safety tests were done this 

week. When it opens in mid-January, 
the Somport tunnel, 8.6 kilometres (5.3 
miles) of road, will be the longest ever dug 
in the Pyrenees—which sounds plenty, but 
is nothing much compared with tunnels in 
the Alps, and comes almost 12 years after 
France and Spain signed up to the project, 
and six behind the original schedule. 

If only, dream the people of Aragon. 
Their region lies neatly across the direct 
route, as the eagle flies, between the two 
countries. The trouble is that, just to the 
north, so do the Pyrenees. In consequence, 
nearly all the enriching, and rapidly in- 
creasing, cross-border trade flows, well 
away from Aragon, round the mountain 
range's eastern and western ends. 

One toytown railway goes across the 
mountains, over in the east. Another line, 
from Aragon's capital, Saragossa, to Pau, 
was closed in 1990. The few roads are not 
much better. The new high-altitude tunnel 
under the Somport pass will save trucks 
half an hour of a dangerous and often 
snowbound route. Even then, though the 
Spanish access road has been vastly im- 
proved, the French one remains twisty and 
narrow, quite unfit for today's behemoths. 
And the French authorities, already under 
fire from ecologists and local mayors over 
heavy traffic in the Alps, don't want extra 
trouble in the Pyrenees. They have prom- 
ised an upgrade—completion date, 2018. 

Aragon is fed up. Not that it is in need: 
except in its thinly populated south, it is 
rich, with output per person well above 
the national average, and unemployment, 
at 5-696, far below. Mainly around Sara- 
gossa, home to half its 1.2m people, its 
industries, headed by an Opel car plant, 
are still healthy. It has fine country and 
some tourist sites, both little known out- 
side Spain; plus five ski resorts, not yet of 
Alpine quality butinvesting hard, aided by 
the regional government and the biggest 
local savings bank, to catch up. Yet its big 
hopes rest on communications. 

The region is well linked by motorways 
east and west to wealthy Catalonia and 
the Basque country. Despite yet another 
just-admitted delay, the A ve, Spain's high- 
speed train, will join Saragossa to Madrid 
early next year, and to Barcelona by 2004. 
The powers-that-be—socialistled region 
and conservative municipality alike—are 
promoting a big new logistics park next to 
Saragossa's airport, with road and conven- 
tional rail links and an AVE station to 





come. The airport is still small, and indeed 
losing passengers, with only 15 scheduled 
departures a day, and not one by any of 
Europe's traffic-multiplying cut-price air- 
lines. Yet here could be the symbol of a dif- 
ferent transport future for (in this respect) 
still over-centralised Spain. What's miss- 
ingis better access north and south. 

Southern links are on the way. A motor- 
way down to Valencia should be complete 
by 2005, and, one day, an AVE line will fol- 
low. Even to the north, there is hope. As 
well as the new Somport road tunnel, the 
parallel rail tunnel shut in 1990 is due to re- 
open in 2006. But it too is a high-altitude 
tunnel, the peak of an old-fashioned line 
of steep gradients and sharp curves. Hence 
the real “if only" dream of the Aragonese: a 
brand-new rail line running in a low-level 
tunnel slap under the Pyrenees. 

The two cross-frontier coastal motor- 
ways, its boosters argue, are already con- 
gested. Yet rail takes only 5m tonnes a year 
of the100m-odd now crossing the frontier; 
for a start, because Spanish trains run on a 
wider gauge than in the rest of Europe, so 
the bogies have to be laboriously changed, 
or the goods transhipped, where the rival 
gauges meet. Yet 2020 may see another 
100m tonnes wanting to move. Current 
rail projects will raise capacity substan- 
tially, by nowhere near that much. 

Answer: take 5om tonnes off the roads 
on a modern, high-speed, standard-gauge 
freight line piercing the Pyrenees from 
(you guessed) northern Aragon. The pre- 
ferred route, heading to Lourdes, would 
need 55km of tunnels, including one mon- 
ster of 41km. Cost? Maybe, at today's 
prices, €3 billion ($3 billion). Maybe. 

Will it ever happen? The Spanish gov- 
ernment is mildly in favour; that of France, 
which would have to meet more of its own 
costs, is distinctly cool. The European Un- 
ion, which would have to chip in, is under- 
whelmed. No matter, says an enthusiast: 
"It's inevitable.” One day, perhaps. m 
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EPERNAY 


Trendier new champagne brands are upsetting the industry's grand old names 


AKE a stroll down the Avenue du 

Champagne in Epernay, in north-east- 
ern France, and a sense of the wealth and 
power of the champagne industry is im- 
mediate. At one end lies the vast fortress- 
like headquarters of Moët & Chandon, the 
world's largest champagne producer, 
owned by LVMH, à luxury-goods house. 
Then there are the more elegant 19th-cen- 
tury mansions belonging to smaller 
houses, like Perrier-Jouét, with its "Maison 
Belle Epoque". Finally, you come to the 
modern headquarters of Mercier, where 
delivery trucks and tourist coaches jostle 
for space in the car-park. 

At a time when the rest of the French 
wine industry is reeling from a steady de- 
cline in sales at home, and fierce compe- 
tition from New World producers abroad, 
the French champagne industry appears 
unassailable. Australian or Spanish bub- 
bly hasnever come close to rivalling the ca- 
chet (or the price) of real champagne. 
French champagne makers have defended 
their nectar with a clever mix of brilliant 
marketing and a zealous legal campaign to 
protect the crucial “champagne” name. 

At first glance, the sales figures seem to 
speak for themselves. In the 1850s, before 


champagne became fashionable with the 
European nouveau riche-and when the 
wine was mostly sweet-tasting, a bit like 
today's Asti Spumante-the Champenois 
were selling around 10m bottles a year. A 
century later, in 1951, they were selling an 
annual 51m bottles. By 1999, as prepara- 
tions for millennium celebrations got go- 
ing, sales hit a new peak of 327m bot- 
tles-or more than $7 billion-worth of 
champagne. Currently, the champagne in- 
dustry is suffering a small post-millen- 
nium hangover, as sales re-adjust to a nor- 
mal pattern after the end-of-century binge. 
But the overall trend for the industry has 
been to float ever upwards, as surely as the 
bubbles in a champagne glass. 


A family affair 

Yet the venerable champagne houses are 
more vulnerable than their opulent man- 
sions and booming sales might suggest. A 
clue to their problem lies in the geography 
of the Avenue du Champagne. Unlike the 
great chateaux of Bordeaux, the big cham- 
pagne houses are not surrounded by vine- 
yards. They are located firmly in the centre 
of towns like Epernay and the nearby city 
of Reims. That is because they are essen- 
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tially trading houses that manufacture and 
market champagne. For the most part, they 
do not actually own the vineyards which 
produce the red and white grapes that they 
turn into champagne. 

Drive up into the hills where the grapes 
are grown, and you see small stone 
plaques, like tombstones, which mark out 
the patches of land owned by the houses. 
One stone will mark a row of vines owned 
by Veuve Clicquot, another will signal 
ownership by Louis Roederer or Bollinger. 
But, largely as a result of French law, which 
has been structured to prevent the big 
champagne houses buying out smallhold- 
ers, 90% of the champagne vineyards are 
still controlled by some 15,000 small grow- 
ers. They own patches of vineyard all over 
the champagne district. Even mighty 
Moét's own vineyards produce just a quar- 
ter of the grapes it needs for the millions of 
bottles it churns out every year. Like al- 
most all the other champagne houses, 
Moét is dependent on buying in grapes. 

Relations between the growers and the 
houses have gone through tense periods in 
the past. In 1911, the growers rioted and 
trashed the cellars of many of the big 
houses, because they were buying in» 
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grapes from outside the region. It took the 
arrival of 40,000 troops to restore order. 
These days, most of the growers make a 
decent living, and thousands produce 
their own champagne, which they sell on 
a small scale—often to visitors who drop 
by their premises in the small villages that 
surround Epernay and Reims. The fact that 
vineyards have stayed in the hands of the 
same families—often for centuries-is re- 
flected in the names of the small produc- 
ers. In Chouilly, an ugly little village in the 
heart of the best chardonnay vineyards, 
there are directions to no fewer than six 
champagne makers called Legras. 

For the most part, however, it is only 
the real champagne fans—often clutching 
the “Guide Hachette", the bible of the 
French wine industry—who can be both- 
ered to hammer on the doors of the va- 
rious branches of the Legras family, or any 
of the hundreds of other small producers 
dotted around the region. The real market- 
ing and sales power lies with the big 
houses. They account for 90% of exports, 
and 65% of sales in France. 


Aux armes, citoyens 
The champagne houses, however, are in 
danger of becoming victims of their own 
success. As production has soared, pro- 
blems of supply have begun to loom. 
There are precious few vineyards left in the 
champagne region (which was carefully 
defined after the 1911 riots) that have yet to 
be planted. People in the industry reckon 
that champagne will have reached the lim- 
its of its production within a couple of 
years. When this happens, it will 
strengthen the position of the growers, 
who own the increasingly precious grapes. 
Their hand will be further strength- 
ened by a European Union ruling, which 
came into force in 2000, that the cham- 
pagne region's long-established tradition 
of fixing grape prices—as part of a negoti- 
ated agreement between the growers and 
the houses-is anti-competitive. As a re- 
sult, the price of grapes is set to soar and 
the champagne houses—which tradition- 
ally enjoy a gentlemanly and co-operative 
relationship (do not say cartel, lest Brussels 
takes another look)—are already being 
tempted to out-bid each other for grapes. 
One big wheel in the champagne industry 
tut-tuts that some of the smaller houses 
are behaving irresponsibly and paying 
“whatever it takes” to get hold of supplies. 
Quite what the going rate is remains per- 
haps the most closely guarded and contro- 
versial subject in the little world of cham- 
pagne. Although the growers and 
champagne houses still set an “indicative” 
price for grapes, a system of secret addi- 
tional bonuses has evolved. One cham- 
pagne mogul says that the “greatest fear” 
of every grower in the region is that his 
neighbour is getting a better deal than he 
is. The greatest fear of the champagne 
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houses, meanwhile, is that growers will 
defect to a better-paying rival. 

Challenges to the traditional domi- 
nance of the champagne houses are al- 
ready emerging. A couple of miles outside 


Epernay, on a hillside surrounded by vine- 


yards, lies the headquarters of Nicolas 
Feuillatte—the newest and brashest kid on 
the champagne block. While most of the 
great champagne houses have been 
around since the 19th century, Nicolas 
Feuillatte has emerged from nowhere in 
the last 15 years to become the bestselling 
champagne in French hypermarkets and 
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the seventh-biggest producer overall (see 
table). What is more, Nicolas Feuillatte is a 
growers’ co-operative. Its pitch to the thou- 
sands of small growers is simple: don't sell 
all your grapes to the big champagne 
houses, give them to us and share in the 
profits and glory of your own brand. Some 
4,500 growers-a third of the total—have so 
far taken up the offer. 

The rapid growth of the Nicolas Feuil- 
latte brand came as a shock to the cham- 
pagne houses. Grower co-operatives have 
along history in champagne-as they doin 
the rest of the French wine industry—but 
they have never had a reputation for qual- 
ity produce or skilled marketing. Nicolas 
Feuillatte confounded those stereotypes. 
The firm's production facilities are the big- 
gest and most modern in the region-in- 
deed, they are used, on the quiet, by some 
of the traditional champagne houses. 

The co-operative's marketing has also 
been innovative and sharp. While the 
Veuve Clicquots and Moéts, naturally 
enough, emphasise their history and tradi- 
tion, Nicolas Feuillatte stresses modernity. 
A tour of a traditional champagne house 
will always include a view of the deep un- 
derground cellars, where the champagne 
is stored and aged, and perhaps a tasting in 
a panelled room surrounded by portraits 
of the founders of the house. At Nicolas 
Feuillatte, by contrast, visitors see the giant 
stainless steel vats in which the wine is 
blended, and the above-ground tempera- 
ture-controlled storerooms, where spe- 
cially commissioned works of modern art 
are displayed. “We like to commission 
young up-and-coming artists, because it 
fits with our own values," says Olivier 
Cavil, the group's publicity man, before 
adding, frankly, “it’s also cheaper." The 
brand's advertising slogan is "Epernay— 
New York-and Beyond". 

Nicolas Feuillatte has not risen fault- 
lessly. On the contrary, the faster the brand 
expanded, the more money it seemed to 
lose. Intoxicated by their rapid expansion, 
the co-op's managers poured money into 
fresh investment. Eventually, the grow- 
ers-who had to finance the group's 
losses-staged a revolt. Last year, they 
turfed out the managing director and in- 
stalled new bosses. The group expects to 
return to profit only by the end of 2002. 

Naturally, the upheaval at Nicolas 
Feuillatte has been greeted with undis- 
guised satisfaction back at the traditional 
champagne houses in Epernay. Yves Be- 
nard, who runs Moét's champagne busi- 
ness and chairs the Union des Maisons de 
Champagne, which groups together the 
biggest champagne brands, says: "The old 
management at Nicolas Feuillatte talked 
like they were on some sort of crusade 
against the champagne houses; but the 
new management are serious people." 

It is certainly true that, these days, the 
managers at Nicolas Feuillatte adopt a » 
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ndeed, it is the rise of the independent 
grower champagnes" that has posed a 
second big challenge to the big champagne 
houses. Their great achievement—and the 
source of their wealth—has been to main- 
tain the image and price of a luxury pro- 
duct, while selling huge volumes. The top 
wines of Bordeaux or Burgundy, by con- 
trast, are usually produced in tiny quanti- 
ties by small producers. 

But the Burgundy story is a cautionary 
tale for the Champenois. Thirty years ago, 
the production and marketing of the top 
wines from Burgundy was also dominated 
by négociants: intermediaries who bought 
and processed the grapes from the grow- 
ers, much as modern champagne houses 
do today. But fashions and the balance of 
power changed. Today, the most fashion- 
able and costly Burgundy wines are pro- 
duced by individual small growers, cul- 
tivating their own tiny plots of land—and 
receiving fawning profiles in magazines 
like the Wine Spectator. If a similar fashion 
for “grower champagnes” developed at 
the top end of the market, the carefully 
nurtured image of the big champagne la- 
bels might begin to suffer—and the compe- 
tition for the best grapes in the region 
would only intensify. 

There is little doubt that more small 
growers are taking the plunge and going it 
alone. The Chiquet family, champagne 
makers in the village of Dizy, just outside 
Epernay, claim to have been the pioneers 
of the idea of “grower champagnes”. The 
family had been tending vineyards in the 
region since the 1700s, but it was not until 
1919 that Gaston Chiquet started to manu- 
facture his own champagne. His descen- 
dants are now doing well. Nicolas Chi- 
quet, who runs the business today, says 
that exports of Gaston Chiquet cham- 
pagnes have grown sharply: they now ac- 
count for a third of all production, up from 
a fifth five years ago. The brand, for exam- 
ple, is now stocked by London’s poshest 
wine store, Berry Bros. and Rudd. 

There are now over 4,000 different 
champagne makers. Mr Chiquet reckons 
that the small growers benefit from a bur- 
geoning consumer interest in knowing 
more about a product: where did it come 
from and who made it? He admits that 
small growers, no matter how inspired, 
will not always be able to match the results 
of the big houses, which have a wider 
choice of grapes to blend from. Indeed, 


some small growers produce inferior stuff 
that is thin and acidic. But the small pro- 
duction runs of the best growers allow 
them to devote that much more attention 
to each bottle. Some growers, like Gaston 
Chiquet itself, R 8 L Legras in Chouilly and 
Marguet-Bonnerave in Ambonnay, regu- 
larly get high praise from wine critics. 

The mystique of the single vineyard or 
the inspired winemaker are already cru- 
cial to the images of most posh wines out- 
side champagne. But they are not tools 
available to the big champagne houses, 
which achieve consistency, quality and 
volume by blending different grapes from 
different vineyards, and indeed different 
years, in industrial quantities. 
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To an extent, the champagne houses 
have seen the threat coming, and are mov- 
ing to head it off. In the past couple of 
years, for example, both Moët & Chandon 
and Nicolas Feuillatte (which, in volume 
and marketing terms, now ranks among 
the big boys), have begun to produce new 
ultra-exclusive champagnes. These stress 
that they are produced from a single grape 
variety, and a particular vineyard. 

If this is the way the fashion is going, 
the big champagne houses are determined 
to claim the business for themselves. And 
they seem to be succeeding. Perhaps the 
two most expensive and successful cham- 
pagnes, which are based on grapes from 
particular vineyards, are Clos du Mesnil 
(which can reach €370 or $370 a bottle) 
and Salon—both of which are produced 
from chardonnay grapes grown around 
the village of Mesnil-sur-Oger. Both are 
also owned and made by big houses: Clos 
du Mesnil is produced by Krug, Salon by 
Laurent-Perrier. The small growers may al- 
ready have missed their opportunity to co- 
lonise the top end of the market. 


Big bubbles rising 
The skill with which the big champagne 
houses have faced down the threat from 
their smaller rivals and co-operatives like 
Nicolas Feuillatte suggests that they are 
well-placed for the future. The bottle-neck 
in the supply of vineyards, and the conse- 
quent rise in grape prices, are clearly a 
looming concern. But the big houses are al- 
ready moving to protect themselves. 
Moét, for example, has been carefully 
building up the number of vineyards it 
controls. It has sold two of its lesser la- 


M The rise of grower champagnes X 
Š“ threatens the traditional houses, whose © 
& great achievement has been to maintain 
the image and price of a luxury product ; 
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bels-Lanson and Pommery—while hang- 
ing on to their vineyards. These now sup- 
ply the grapes for Moét's more important 
brands: Moét & Chandon, Dom Perignon, 
Veuve Clicquot and Mercier. The big grow- 
ers are even muttering about expanding 
the limits of the champagne region. It is a 
sensitive matter. The last time they tried 
this, a century ago, the growers attacked 
their mansions on the Avenue du Cham- 
pagne—and they are likely to resist again. 
History suggests that the champagne 
houses will find a way to continue to grow 
and prosper. There is, however, one dark 
cloud that the champagne world may not 
be able to dodge: a world recession. The 
prosperity of the champagne region has 


T 


closely tracked the fortunes of the world 
economy over the past century. There has 
been along-term boom, punctuated by pe- 
riodic busts. Indeed, because champagne 
is a good-time drink, its booms and busts, 
like those of other luxury goods, tend to 
exaggerate the cycle. The 1930s are still re- 
membered with a shudder in the cham- 
pagne region; the economic downturn in 
1991 also prompted a serious slump in 
sales of bubbly. If there is a war or a big re- 
cession this time, the champagne region’s 
fear of running out of grapes may come to 
seem a distant and fond memory. m 
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Pensions 


Poor old Britain 





The government's pensions rethink doesn't solve the central problem: that the 
design of Britain’s state pensions system discourages people from saving 


MUS the government publishes a 
green paper-a consultative set of 
proposals-that's usually a sign that it 
hasn't a clue what to do. This week's green 
paper on pensions is no exception. Al- 
though it offers some useful minor re- 
forms, it still leaves the government grop- 
ing for an answer to a mounting crisis over 
pensions. 

Britain's pension system is unusual. In 
most rich countries, the state dominates 
pension provision through a generous 
"pay-as-you-go" scheme, under which this 
generation's workers pay for their parents' 
retirement. Britain's universal public-pen- 
sion system offers only a fairly stingy 
safety-net. The state has got away with 
spending so little because employers and 
individuals have taken up the slack. Nearly 
11m people—about half of employees—are 
members of occupational schemes, and 
another 4m people are saving for their re- 
tirement through personal pensions. 

The best thing about the British system 
is that it is cheap. Precisely because state 
pensions are stingy, Britain can contem- 
plate the costs of its ageing population 
with more equanimity than other coun- 
tries. The government projects that state 
pension payments will remain at around 
5% of GDP, even though the ratio of pen- 
sioners to workers will rise sharply over 
the next 30-40 years. On average in the 
European Union, pension payments are 


10% of GDP and scheduled to rise to 13%. 

The downside is that a lot of pension- 
ers—particularly those who are not mem- 
bers of occupational schemes-are poor. 
The flat-rate basic state pension, at £75.50 
($120) a week for a single pensioner, is not 
enough for anybody to live on cheerfully. 
This makes a Labour government with re- 
distributive yearnings uncomfortable. 

Labour's big idea for improving the lot 
of poorer pensioners without loading 
heavy costs on taxpayers is to means-test 
benefits, offering bigger state pensions to 
those who haven't built up their own sav- 
ings. From October 2003, half of pension- 
ers will receive a “pension credit" which 
will boost their retirement income. 

But Britain's unusual system will go on 
working only if the private sector goes on 
doing its bit. That looks increasingly uncer- 
tain. According to the National Association 
of Pension Funds, almost a third of private- 
sector final-salary schemes (which set 
pensions according to the number of years 
a worker has toiled, and his salary at the 
end of service) are now closed to new 
members. Typically, these have been re- 
placed by defined-contribution plans 
(which set pensions according to the 
amount put aside by the worker and his 
employer). Employers tend to contribute 
less into these sorts of schemes. 

Individuals aren't showing much sign 
of taking up the burden, either. The gov- 
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ernment's scheme to encourage personal 
retirement saving-the low-cost "stake- 
holder pension"—has flopped among the 
poorish workers for which it was de- 
signed. So millions of people are not sav- 
ing enough for their retirement. 

One of the main points of the green pa- 
per was to sort out what the government 
could do to encourage private saving. The 
government is, accordingly, going to sim- 
plify the hideous complexity of the tax re- 
gime for pensions, a source of constant 
complaints from the pension industry. 
Eight different tax regimes for pension sav- 
ing will be swept away and replaced by 
one: an individual lifetime fund limit of 
£1.4m. The government is planning to 
change the rules to make it easier for the in- 
dustry to offer cheaper products and more 
attractive forms of annuities. Everyone is 
to get more information about whether 
they are saving enough for retirement. 

The government is also trying to get 
people to work longer. An Eu directive on 
age discrimination is being implemented, 
and the government now says that this leg- 
islation will ban employers from setting 
mandatory retirement ages. It is also abol- 
ishing the tax rule that prevents people 
from continuing to work part-time at a 
company once they start drawing a pen- 
sion from it. People will get a bigger reward 
in higher state pensions if they put off the 
time when they first start taking them. 

But what the green paper left out is 
more important than what it contained. 
Even though people are living longer and 
longer, Andrew Smith, the pensions min- 
ister, failed to grasp the nettle of either 
abolishing or raising the state retirement 
age, when people can draw their publicly 
provided pension, beyond the already 
scheduled increases for women from 60 to 


65 between 2010 and 2020. So it will re- »» 


n co EE 
-— 


7 





4 Grannies do better abroad 
State pension benefits 
as % of average earnings 


0 10 20 30 40 50 60 70 
Netherlands* 
Italy 
Japan 
United States 


Britain 


*Inctudes compulsory occupational schemes 
Source: OECD, Ageing and Income 2001 


> main stuck at 65, an age first chosen in 1925. 
And he announced no change in the struc- 
ture of state provision, in particular its 
growing emphasis on means-tested 
top-up benefits. 

This is the central problem with the 
state pension system: means-testing un- 
dermines the incentive to save. Today's 
workers know that if they save for their 


pensions, when they retire at least 40% of 
what they have put aside will be taxed 
away through the withdrawal of the 
means-tested pension credit. The pension- 
fund industry wants the government to 
make the means-tested pension credit a 
stop-gap by providing a more generous 
state pension to all, and to pay for this re- 
form by raising the state retirement age. So 
it doesn't think much of the green paper. 

All this points towards a system of com- 
pulsory pensions saving. Presenting the 
green paper, Mr Smith depicted the 
changes it proposes as the last chance for a 
system that relies heavily on voluntary 
private contributions. The government 
has set up a commission under Adair Tur- 
ner, former director-general of the Confed- 
eration of British Industry, to assess 
whether the voluntary system can sur- 
vive. It doesn't seem likely that it can: the 
only way of getting people to go on saving 
for their pensions while maintaining a 
state system which discourages them from 
doing sois to force them. m 





Insurance 


Blame culture 


Shuffling costs on to insurers means everybody pays more in the end 


SURERS spread the pain widely, so 
when they have to pay up nobody really 
feels it. That seductive notion is at the heart 
of a big shift in British life, which is dump- 
ing more and more burdens on insurers. 
The main beneficiaries are a few people 
and their lawyers; the victims are those 
who pay increasingly costly insurance pre- 
miums-pretty much everybody. 

A report this week on "Compensation 
Culture" by the Institute of Actuaries esti- 
mates the annual cost of compensation 
claims as £10 billion ($15.9 billion). Some 
of that-chiefly in medical negligence 
cases, and in the police and armed ser- 
vices-is billed straight to the taxpayer. The 
military alone paid out an estimated 
£100m last year, often for injuries that in a 
more robust age would have been seen as 
part of the job. One recent jackpot was a 
£387,000 payout to a soldier with warts, 
which the army failed to treat properly. 

But the largest chunk—£7.1 billion— 
comes from insurance claims. Since 1997 
these have been rising by around 15% a 
year. One reason is a big shift in the type of 
claims. British judges and doctors have fol- 
lowed America's lead in treating gener- 
ously such ailments as “post-traumatic 
stress disorder” (lingering upset feelings, in 
layman’s language). They have also ap- 
plied a much harsher interpretation than 


before of the legal principle of a “duty of 
care”. For most things that go wrong, 
someone, somewhere, must be to blame— 
and made to pay. 

The other big change is the growth of 
no-win, no-fee litigation, in which lawyers 
can take a large chunk of any payout, in ex- 
change for handling the case free of 
charge. Introduced in 1995, and broadened 
in April 2000, this was meant to make up 
for the abolition of legal aid in negligence 
cases. That saved the taxpayer money in 
the short run, but has made litigation 
much more costly. Plaintiffs’ lawyers typi- 
cally charge a success fee of a third or more 
of the total payout, as well as the cost of in- 
suring themselves against losing the case, 
which can be another thousand pounds or 
so. The actuaries’ report reckons that a 
stunning 40% of the £7 billion paid out in 
2001 went in legal fees. 

The main effect of all this is higher pre- 
miums, most visibly in the compulsory in- 
surance firms take out to protect them- 
selves against claims from their em- 
ployees. The Association of British 
Insurers says that last year its members 
paid out £1.47 in costs and claims for every 
£1 they took in. Premiums have already 
risen from £420m in 1999 to £574m in 2001. 
Typical rises for the current year are a fur- 
ther 50%--and a lot more for some small 
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firms with risky businesses. 

That has two results. One i 
large and unpredictable tax on jc 
faced with a ten-fold increase in if 
ance premium-all too possible in 1 
tries such as construction—simply stc 
hiring new workers, or starts sacking the 
ones it has. A second result is to boost the 
black economy. Firms turn their workers 
into self-employed sub-contractors, or 
simply trade illegally. 

Another source of extra costs to insur- 
ersisthe state. The government, keen to cut 
spending wherever it can, is thinking of 
shifting part of the cost of modernising the 
fire service on to insurance companies. If 
firemen turn out to rescue a car crash vic- 
tim, his insurers should pay up, according 
to a government-backed review of the fire 
service published this week. This mirrors 
an existing scheme under which insurers 
reimburse the NHs for medical costs. Since 
it was streamlined a year ago, it now raises 
around £150m a year from insurers. 

This may look painless, and there are 
strong arguments for making drivers pay 
the full cost of their carelessness. Car insur- 
ance premiums have risen by three-quar- 
ters in the past ten years, while the cost of 
household insurance has stayed the same. 

But in the current climate, in which 
driving without insurance is not treated 
very seriously, the likely outcome is a fur- 
ther increase in the 4-6% of drivers who 
simply fail to insure themselves at all. The 
Motor Insurers Bureau, an outfit financed 
by a levy on the whole industry that pays 
out when such drivers hurt someone, paid 
out just £11m in 1988. By 2000 that had 
risen to £225m. That works out at about £30 
per policy—and it will continue to rise, un- 
til the law starts treating drivers' failure to 
insure themselves as a serious offence. 8 





Send the insurers the bill 
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Education 


The stealthy elitist 


Charles Clarke is undermining the 
anti-elitism behind education policy 


5 G the myriad targets Britain’s gov- 
ernment likes to set for itself, few have 
had more malign unintended conse- 
quences than the apparently innocuous 
commitment to get 50% of all young peo- 
ple into degree courses by 2010. It has led 
both to the dumbing down of A-level stan- 
dards that culminated in last summer’s 
marking scandal and to the current agonis- 
ing over the funding of universities, whose 
academic standards are falling apart under 
the pressure to teach increasing numbers 
of students with little more money. 

Even on its own terms, the policy is fail- 
ing—as figures released this week by the 
universities’ funding council show. For all 
the government's bullying, the proportion 
of students top universities recruit from 
state schools is barely rising. Lower down 
the ladder institutions are experiencing 
drop-out rates of around 25%. At one such, 
the University of North London, where 
39% of students come from the lowest so- 
cio-economic groups, 45% failed to com- 
plete their courses. The government is still 
way off its target-just under 40% of 18- 
year-olds now go into higher education— 
but already at least £250m a year is being 
wasted because of the rising drop-out rate. 

Unlike the wretched Estelle Morris, 
who resigned two months ago after admit- 
ting she wasn't up to the job, Charles 
Clarke, the new education secretary, is 
showing some reluctance to continue the 
charge up this particular blind alley. This 
week, without actually pouring scorn over 
a pledge of Tony Blair's, he made it as clear 
as he could that the 50% target was being 
quietly dropped. The important thing, Mr 
Clarke opined, was to make sure that uni- 
versities were open to academically able 
young people from all backgrounds. 

The Cambridge-educated Mr Clarke 
seems to recognise both that good univer- 
sities cannot flourish without intellectual 
elitism and that, by definition, not every- 
one can belong to the intellectual elite. In a 
recent interview, albeit conducted just be- 
fore he was propelled into his new job, Mr 
Clarke was inclined to put the blame for 
the apparent social exclusiveness of the 
top universities more on the deficiencies 
of state secondary schools than on the uni- 
versities' admissions policies. To that end, 
Mr Clarke is keen to step up the pace at 
which "bog standard" comprehensives 
convert themselves into new "specialist" 
schools, which are allowed to pick some of 
their pupils on the basis of "aptitude". 





The great fire of Edinburgh 
Still blazing i 
EDINBURGH T 
Thecity is consumed by a row between conservationists and modernisers i 
qus conflagration that destroyed a By the 19th century, a new street 
unk of Edinburgh's historic old bridged the Cowgate. Shops and offices 

town two weeks ago is not over. The fire- _ to line it were heaped up, some on top of 
fighters may have made way forthe de- ^ old ones below. Slum clearance in the 
molition men, but now an inferno of a 20th century got rid of most of the peo- 
different sort is raging: a row abouthow ple and eventually clubbers moved into - 
to replace the burnt buildings. the cheap semi-derelict properties. | 

In a way, this is surprising. Not much Now this mess has gone up in smoke, 
of the UNESCO-designated World Heri- ^ Edinburgh's architects enthuse that 
tage Site was burnt, and the buildings something excitingly new could emerge. 
damaged were probably the least pho- But since conservationists, thankfully, 
tographed in that area. Only one had beat off a 1960s plan for an inner ring- _ 
much architectural merit. The most valu- — road, the city which nurtured Robert and. 
able thing destroyed was an artificial James Adam's neo-classical Georgian — 
intelligence research archive. The area splendours has been gripped by suspi- — 
had been a hot youthful nightspot, so cion of the new. Locals carp (somewhat — 
most other tourists gave it a wide berth. ludicrously) that Lord Foster’s housing 

But this, say the conservers, is the conversion of the old central royal infir- - 
whole point: the area has always been mary will turn a venerable Victorian pile 
an unplanned hotch-potch. Back in the into a boxy Manhattan, and mutter that. 
17th century, houses lining the steep val plans to put shops underneath Princes _ 
ley of the Cowgate (along which ani- Street, right in the centre, will insert alien. 
mals plodded to market) were inhabited ^ glass walls into adjacent public gardens. - 
by rich lawyers. They moved out in the Yet the modernists may still win. On — 
18th century and the poorfloodedinto such a difficult site, rebuilding costs are 
be preyed upon by the likes of Burke and likely to be too high for the current occu- - 
Hare, who graduated from snatching pants. The old jumble of buildings may 


freshly-buried bodies to murdering peo- 
ple to supply the demands of university 
anatomy professors. 


Perhaps not surprisingly, there is some 
unease about all this among old Labour 
types. More dangerous to Mr Clarke are the 
fervently egalitarian views of the chancel- 
lor, Gordon Brown. Which may help to ex- 
plain why Mr Clarke last week made some 
surprisingly tough-sounding remarks 
about the country's 166 remaining selec- 
tive grammar schools. 

Up to now, the government has left it to 
local people to decide the fate of these aca- 


be historic; but any business prepared to 
pay for redevelopment is likely to want 
something swisher. 


demically successful schools. Selection in 
a given education authority area can be 
ended by ballot, but for a ballot to take 
place 20% of those eligible to vote must 
sign a petition calling for one. As few have 
bothered to do so, Mr Clarke could yet de- 
cide on a more heavy-handed approach. 
What better cover for his other plans than 
to fulfil the promise of Anthony Crosland 
more than 35 years ago to "destroy every 
fucking grammar school"? m 
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The life of an ambassador—mansion, limousine, servants, a slight chance of violent 
expulsion-is now as glamorous as in Holbein's painting. It was not always so 


ERMANENT ambassadors came on the 

scene at the end of the 15th century, al- 
most by accident. They became perma- 
nent largely because it was convenient for 
their rulers to leave them where they were. 
In other words, they got stuck. 

Formal visitations by envoys, dipping 
into a country and out again, were com- 
monplace by then and well organised. As 
an ambassador negotiating a peace treaty, 
you would be given sumptuous lodgings 
and, if peace was wanted very badly, 
showered with silver cups and grey- 
hounds. The life of the long-term envoy 
was more precarious than this. Since they 
found their royal hosts disinclined to long- 
term hospitality, they had to combine a 
few sparkles of high life with a lot of fend- 
ing for themselves. As foreigners, they 
were victims of prejudice to an almost 
comic degree. As for their diplomatic brief, 
the state of communications in the 1490s 
meant that they were usually reduced to 
makingit up as they went along. 


This article features the English travails 
of four men: Dr Rodrigo Gonzalez de 
Puebla, envoy from Ferdinand and Isa- 
bella of Spain, in London from 1495 to ne- 
gotiate the marriage of their daughter 
Katharine with Henry VII's son Arthur (a 
marriage that lasted only six months. 
Katharine then wed Henry VIII, who 
abandoned Catholicism to divorce her); 
his rival Pedro de Ayala, originally the 
Spanish envoy to Scotland; Raimondo 
Soncino, envoy from the Sforza dukes of 
Milan; and Andrea Trevisano, from the Si- 
gnory of Venice. Unlike de Puebla, these 
last two had no pressing business in Eng- 
land. They seem to have been sent in 1497 
because the country was rich and its king 
was powerful, and with no other brief. 

First, however, they had to get there. 
This filled them with dread, for even Vene- 
tian ambassadors did not much like the 
sea. Long delays were also likely. “In de- 
fault of wind, tide and shipping", envoys 
were sometimes held up for weeks at Ca- 
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lais. When their small ship sailed, they 
shared it with their horses. These were not 
just useful transport but, far more impor- 
tant, status symbols, much like big cars 
nowadays. Other countries’ envoys would 
note the precise number and send it home. 
Ten horses was poor; 20 was standard, a 
number even the Scots could manage 
sometimes; 30 was impressive, the sort of 
figure expected from the profligate French. 

Lacking horses, you could still cut a rea- 
sonable figure with a large number of gold 
chains round your neck. These, too, were 
noted and roughly valued by all who saw 
them. Chains worth £1,000 or more (in 
days when a small ship might set you back 
£40) were considered ambassador-class, 
though it was not always wise to flaunt 
them in England. "There is no country in 
the world", wrote a Venetian friend of Son- 
cino's and Trevisano's, “where there are as 
many thieves and robbers as in England; 
few venture forth alone in the country, ex- 
cepting in the middle of the day, and fewer 
still in the towns at night, and least of all in 
London." So with chains stowed and 
horses assembled, still groggy from mal de 
mer and in dread of being mugged, the 
new arrivals slowly made their way on un- 
speakable roads from Dover up to London. 

Servants were also a status-indicator; 
but here the permanent envoys seem to 
have done badly. Had they been on a spe- 
cific mission, they would have had lower- 
ranking underlings in the delegation, each 
with a specific job (the third-ranker usually 
found the lodgings for the night), besides a 
crowd of "people" for show. As it was, 
they seem merely to have had a few ser- 
vants to shop and tidy their clothes. Son- 
cino and Trevisano both had number- 
twos, partly for safety in numbers, but de 
Puebla, who was crippled, Jewish and 
ugly, seems to have been a loner. 

England surprised them with the 
beauty of its fields, valleys, woods and wa- 
ter, and not least with its weather. "The 
rain falls almost every day during the 
months of June, July and August, and the 
islanders say they never have any spring 
here," wrote Soncino's Venetian friend. 
The food was good, especially the fish, but 
the water was undrinkable and the home- 
grown wine past contemplation. Instead, 
envoys tried the beer and ale: “These li- 
quors are much liked by [the English], nor 
are they disliked by foreigners, after they 
have drunk them four or six times." 

As foreigners, the envoys were objects 
of great curiosity. Even in London, which » 
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was full of foreign merchants, outsiders 
were stared at as though they had fallen 
from the moon. A visitor from Trento in 
1497 found, to his surprise, that Londoners 
chased after people, kicked them and beat 
them, simply for being Italian. Soncino’s 
Venetian friend recorded that Englishmen 
thought that there were no men other than 
themselves, “and no other world but Eng- 
land; and when they see a handsome for- 
eigner, they say that ‘he looks like an Eng- 
lishman', and ‘Itis a great pity that he is not 
an Englishman’; and when they partake of 
any delicacy with a foreigner, they ask him 
‘whether such a thing is made in their 
country?’ " In short, "They have an antipa- 
thy to foreigners, and imagine they never 
come into their island, but to make them- 
selves masters of it, and to usurp their 
goods." Plus ca change. 


Bright tights, big city 

London itself, when the envoys reached it, 
astonished them. The goldsmiths' and sil- 
versmiths' shops in Cheapside alone, they 
reported, were like all the shops of Flor- 
ence, Venice and Milan rolled together. 
Soncino's landlord, who rented him a 
room in an ordinary private house, had sil- 
ver plate worth £20 (the lower limit for be- 
ing considered a "person of conse- 
quence”). Even inn-keepers laid their 
tables with silver cups and spoons. Son- 
cino and his friend were hardly surprised 
to find, as they dined in his lodgings one 
morning, small pearls in their mussels. The 
whole place seemed larded with wealth 
and display. That same year the Bishop of 
Cambrai, sent to London from the luxury- 
loving court of Burgundy, complained that 
his salary of 600 gold florins was not pos- 
sibly enough “when going on embassy to 
rich and very ostentatious people". 

Living in England, as Cambrai had 
anticipated, was extremely expensive. The 
tables on this page give a rough guide to 
daily living expenses, and compare per 
diem payments for temporary envoys in 
the other important countries of Europe. 
The income of de Puebla, Soncino and the 
rest was much more precarious than this, 
and their letters home (though no doubt 
exaggerated for effect) tell desperate tales 
of poverty. They themselves were not on 
per diems, but had been sent with a pot of 
money that had to be topped up some- 
how,usually by merchants from their own 
countries, who were somewhat elusive 
and set their own exchange rates. 

Soncino's lodging probably cost 
around a shilling (12d) a night, with meals 
included. De Puebla rented a suite of 
rooms at the Austin Friars, but was also re- 
nowned for staying "in the house of a ma- 
son who keeps dishonest women" where 
a seat at the slopped-down common table 
cost 2d a day. To supplement these pie- 
and-beer meals, he tried to cadge food at 
court. Henry VII, enquiring once why the 
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Spanish envoy had come round yet again, 
was told: “to eat". 

In fact, the court was the only place 
where the envoys could supplement their 
diets or their salaries. Royal rewards (very 
rare, unless an actual treaty had been con- 
cluded) came in the form of purses of gold, 
accepted with craven gratitude and then, 
back in the lodgings, carefully checked, 
tooth-tested and weighed. (“The king gave 
him 300 nobles, neither seen nor counted 
by him") Dining at court, as Soncino and 
Trevisano did fairly often, allowed them to 
sample the king's excellent French wines 
and to eat 60-course feasts, from "pottage- 
pig" through “larks ingrayled" to “castles 
of jelly". But gastronomy had its price. Son- 
cino's Venetian friend complained that 
these meals lasted for hours, with much 
slower service than in Italy, and were 
sometimes consumed in total silence. 

Royal receptions, which usually oc- 
curred when new ambassadors were pre- 
sented, offered kudos but no sustenance 
for their hungry colleagues. No wine 
flowed, only guarded small-talk, as envoys 
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tried to judge who was most in, or out, of 
the king’s favour. The trick for the last half 
of the 1490s was to mingle freely without 
encountering, or being seen to be talking 
to, the French ambassador. (France was 
universally out of favour after a rash inva- 
sion of Italy.) At one reception, in 1497 in 
the palace of Westminster, Soncino had to 
warn Henry VII himself to be less loud in 
his remarks about the French, as the hated 
gentleman wandered into view. 


Our man in Windsor 

By hanging round the court, the envoys ful- _ 
filled their chief unstated mission: to spy. 
They did so only half-competently, since 
all they could understand at first was the 
Latin in which sanitised public statements 
were delivered, and in any language they 
were routinely lied to. Deprived of full un- 
derstanding, the envoys fell back on inter- 
preting body language: how often the king 
removed his hat to them, how wide he 
opened his eyes, whether he smiled, and 
how other people reacted to what he said. 
In their letters, Henry (one of the dourer 
English monarchs) comes over as almost 
frenetic, since every gesture meant some- 
thing. Often, of course, his gestures were 
deliberately misleading too. 

An audience with him was an awe- 
some occasion. Soncino, admitted to “his 
wonderful presence” at Woodstock in 
1497, was astonished to find him standing, 
leaning on a gilt chair. He wore purple 
robes trimmed with ermine and an ex- 
traordinary collar of rubies and pearls, 
“which seemed to me something most 
rich”. The envoy, after deep obeisance, ut- 
tered his prepared words; the king nodded 
and smiled. Neither Soncino nor Trevi- 
sano got any more out of Henry than this, 
nor would they have expected to. Kings 
seldom spoke; they left that task to under- 
lings, such as archbishops. 

De Puebla, by his own account at least, 
was an extraordinary exception to this 
rule. Henry constantly confided in him. He 
sent him breaking news, via gentlemen of 
the chamber, before anyone else had it, — 
sought his advice, and drew him aside for 
private chats. De Puebla revelled in this ac- 
cess, even when, on one occasion, “he was 
furious, and every word that came out of 
his mouth was like vipers.” The Spanish 
ambassador portrayed himself as actively 
making policy, pushing Henry this way 
and that. His enemies countered that 
Henry was using him, turning him into an 
English agent. That seemed likelier and, 
unfortunately for him, Ferdinand and Isa- 
bella often took that view. 

The Spanish sovereigns made horren- 
dous employers. Soncino and Trevisano 
merely feared they had been forgotten in 
England; de Puebla knew he never was, for 
the fierce instructions and rebukes kept 
coming. (“You must write at least twice a 
month, and tell us everything that tran- » 
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spires.” “That is the biggest joke in the 
whole world.” “There was nothing in our 
letter that could have caused you to inter- 
pret it the way you did.") Their motive for 
nagging was financial as well as political. 
They wished to keep their daughter's 
dowry down; Henry wanted to jack it up. 

Everything was argued over. The Span- 
ish sovereigns wanted Katharine's clothes 
and jewels counted in; Henry wanted 
them over and above. Both sides wished 
to fix, at different levels, the rate of ex- 
change between the pound sterling and 
the Spanish maravedi. De Puebla incurred 
particular wrath because in 1497, when 
Henry faced two big rebellions, he took no 
advantage of the king's travails to force the 
dowry down. His sovereigns wondered 
aloud whether to replace him; but de 
Puebla, "devoutly kissing your royal 
hands and feet", as his dispatches rou- 
tinely began or ended, just about ap- 
peased them, and kept his job. 

He did so despite enduring the worst 
humiliation for an ambassador: to be un- 
dercut by a charming fellow-countryman 
who became a favourite at court. Pedro de 





Ayala came to London from his Scottish 
posting in 1497 and, to de Puebla's horror, 
stayed, styling himself “Ambassador to 
England". Their mutual loathing is comi- 
cally preserved in the letters each sent back 
to Spain, begging for the other to be sacked 
for doing a rotten job. (“Though bidden to 
go to Flanders, Ayala has the impudence to 
stay in London. I beg you to send him the 
strictest orders to leave.") 

For all envoys, keeping in touch with 
home was harder than doing the spying, or 
the lying, their employers constantly re- 


quired. Reports could be fabricated, and 
many were. Rumour was as good as fact, 
and few could say which was which. 
When Trevisano was told in August 1497 
that Henry (then confidently proceeding 
through Somerset) was about to flee the 
country, or when he misheard about the 
“extensive marshes” (in truth “marches”, 
ie, border areas) between England and 
Scotland, he never checked, but wrote it 
down. Soncino relied heavily on whatever 
he was told by Richmond Herald, a French- 
man who was close enough to Henry to be 
the king’s voice. “I believe it all,” he wrote 
innocently, “because he is a wise man.” 


Letters at sea 

Getting the dispatches home was another 
matter. On average, letters reached Milan 
or Venice in about three weeks. De 
Puebla's to Spain sometimes took twice as 
long. Messengers got drunk, mislaid the 
papers, or fell ill on the road. Ships were 
blown off course, or sank. Vital letters sent 
to Henry by Ferdinand and Isabella seem 
to have drowned with the envoy who car- 
ried them-or so they claimed later, 


| The English dislike foreigners, “and 

; imagine they never come into their 
island, but to make themselves masters 
of it, and to usurp their goods" 


though in truth they had never been mus- 
tard-keen to send them. Other letters still 
carry salt-water stains. Fretting in Madrid 
or Tortosa, the Spanish sovereigns often 
thought de Puebla was not bothering to 
write. When he protested that he was, co- 
piously, they barked at him some more. 
(“None of your last has arrived. Please al- 
ways send duplicates.") This problem, of 
course, cut both ways: rulers waiting 
weeks for news, while envoys waited 
weeks for their instructions. It is a wonder, 
under these conditions, that long-term di- 
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plomacy could be carried on at all. 

Nor were these dispatches secure. Any- 
one could open and read them, as James IV 
of Scotland did in 1496, discovering that 
the new Spanish envoys to Scotland had 
been instructed to string him along in his 
delusions of marrying a Spanish infanta. 
The only protection was cipher. This, how- 
ever, was a science in its infancy. Only the 
Spanish rulers made a stab at it for dip- 
lomatic letters, and it was not a success. 
The simplest form of their cipher was to re- 
place certain words with Roman numer- 
als, but the code kept changing and ex- 
panding, until MCCCCLXXXVIII meant 
"sea" DCCCXXXIX meant "the" and 
DCCCCLXVIIII meant "in". Few envoys 
got the hang of it. (“Impossible”, came 
back the cries from Madrid. "Nonsense." 
“Cannot be understood." “Order the am- 
bassador to send another dispatch.") One 
royal letter sarcastically thanks de Puebla 
for not only encoding his letter but for 
thoughtfully including the code-book. 

After several years of brusque treat- 
ment by their employers, opacity from 
those they were sent to spy on and raw 
prejudice from the English in general, it is 
hardly surprising that all these envoys 
wanted to go home. Trevisano ended sev- 
eral of his letters with bald requests to re- 
turn, "seeing that his stay in England is of 
no importance." All complained that they 
were broke. Soncino said he had to come 
home to bury his father. Pedro de Ayala 
(who was actually having a good time) 
begged to be given the archdeaconry of Se- 
govia. De Puebla, who had been offered 
both a bishopric and an honourable mar- 
riage in England, said his health would 
never stand it, and pleaded to come home. 
In the end, one by one, they were relieved. 

Yet their jobs continued. A pair of per- 
manent eyes and ears in another country 
was now proven indispensable. Once es- 
tablished, with communications steadily 
improving too, the job of an ambassador 
could only get easier. De Puebla, Soncino 
and Trevisano were brave pioneers—even 
if their field, strewn with facile chit-chat 
and ruthless lying, was not always one to 
write home about. 8 


Christmas special 


H e [DT ale) 01010. 


In the future, will airliners no longer need pilots? 


n IS a calm, slightly overcast evening at 
an air base in South Australia, and a curi- 
ous-looking white plane has just touched 
down on the runway. This aircraft, a Nor- 
throp Grumman Global Hawk, has long, 
narrow wings, a double tail, and an ele- 
gantly sculpted fuselage. But it has no win- 
dows and no cockpit, because it has no pi- 
lot. It is, in the military jargon, an “un- 
manned aerial vehicle" (UAV). Nearly 24 
hours after taking off from Edwards air 
force base in California, it has just com- 
pleted the first pilotless flight across the Pa- 
cific Ocean. 

What is even more remarkable is that 
the Global Hawk made this journey with- 
out any human intervention. “We made a 
historic flight with two clicks of the 
mouse,” says Bob Mitchell of Northrop 
Grumman, an aviation company, who 
was responsible for the aircraft’s develop- 
ment. One mouse-click from its ground 
controller told it to take off; another click, 
after landing, told it to shut down its en- 
gine. In between, the aircraft's on-board 
computers handled the taxi, take-off, flight 
(on a pre-programmed course) and land- 
ing entirely automatically. 

The Global Hawk is used for military re- 
connaissance, and the aircraft that flew to 
Australia, in April 2001, did so to take part 


in military exercises. Global Hawks were 
deployed in a combat zone for the first time 
in Afghanistan later that year. For recon- 
naissance, UAVs have many advantages 
over piloted planes. They can fly higher 
and stay aloft for longer, unconstrained by 
the endurance limits of a human pilot, and 
there is no loss of life or limb if they are 
shot down. But might the same technol- 
ogy, like the jet engine, radar, and so many 
other inventions initially developed for 
military use, also have civilian applica- 
tions? Global Hawk's achievement poses a 
provocative question: will the airliners of 
the future no longer need pilots? 


Prepare for take-off 
Only if three conditions can be met. First, a 
wholly automatic pilotless airliner would 
have to be built and shown to be safe. Sec- 
ond, airlines would need a good reason to 
use such aircraft instead of piloted ones. 
And third, and most important, passengers 
would have to be willing to fly in them. 
The first of these conditions can proba- 
bly be met, if not immediately, then with- 
in a decade or so. Modern airliners are al- 
ready automated to an extraordinary 
degree. "When auto-pilots can do some- 
thing better than a human pilot, we use 
auto-pilots," says Ken Higgins, vice-presi- 
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dent of flight operations at Boeing, the 
world's largest aircraft maker. 

In practice, that involves using auto-pi- 
lots in two situations: to relieve the work- 
load on the crew during the long and te- 
dious portions of a flight (auto-pilots never 
get bored), and to make landings when 
visibility is poor, typically in bad weather. 
This requires special equipment on the 
ground, and most airports have only one 
runway equipped for automatic landings. 
But it is now routine for large planes to 
land themselves when necessary. Indeed, 
on some flights, the auto-pilot may be en- 
gaged immediately after take-off, while 
the plane is still climbing, and then remain 
switched on throughout the flight and dur- 
ing the landing. 

Automatic landings in poor visibility 
are safer than manual landings, and mod- 
ern auto-pilots can even land a twin-en- 
gined plane on a single engine. “Most peo- 
ple are blissfully unaware that when an 
aircraft lands in mist or fog, itis a computer 
that is landing it," says Paul Jackson, editor 
of "Jane's All the World's Aircraft". 

The one aspect of commercial flight 
that has not yet been automated is take- 
off. It would be possible, says Mr Higgins, 
but it would require additional guidance 
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way. Andit would require a go drea 


E which would be expensive. Take-off is, 
© from the pilot's point of view, potentially 
E. more complicated than landing, because 
B there is more to go wrong. In particular, an 

B engine failure during take-off requires the 
B pilot to make a split-second decision: is the 
plane going fast enough to get off the 
ground, or should the take-off be aborted? 
Aircraft systems are designed to a 
safety standard that allows only one fail- 
ure in a billion flights. To devise a take-off 
auto-pilot that could meet this safety stan- 
dard would be technically feasible, but ex- 
tremely costly, says Mr Higgins. To provide 
an extra safety margin, for example, it 


might be necessary to equip the aircraft 
. with additional back-up systems. When- 
 — ever a new aspect of flying an aircraft is 
. automated, in other words, it is necessary 

to balance the benefits with the costs. So 





far, it does not make sense to automate 
take-offs. But it could be done. 

Aircraft do more than just take off, 
. climb, cruise, descend and land, however. 
They must also deal with air-traffic con- 
trollers, steer clear of bad weather and 
. avoid other aircraft, both on the ground 
and in the air. Could these aspects of flight 
- also be automated? 
. The Global Hawk deals with air-traffic 
=- controllers in a way that is simultaneously 
old-fashioned and high-tech. A radio on 


board the aircraft links it to the nearest con- 


: trol tower, and a separate satellite link re- 
- lays speech to and from the aircraft's oper- 





|. atorsonthe ground, who thus appear to be 
|. inside the plane, even though they may be 
|. onthe other side of the world. If air-traffic 
|. control asks the plane to ascend, descend, 
or take action to avoid bad weather, the 
«.. Operators can instruct it to do so with a few 
|... more clicks of the mouse. Similarly, the 


Global Hawk can be remotely controlled 
while on the ground, to make it taxi on and 


"1 _ off runways and in and out of hangars. 


Could the same approach be used with 
large commercial aircraft? Global Hawk is 
a special case in many ways. Unmanned 
— military aircraft operate under different 

conditions from civilian planes, says Mr 
Mitchell: the air space over a war zone 
tends to be quite empty, rather than full of 
. commercial jets. Global Hawk flies at high 
altitude, around 65,000 feet (20,000 me- 


.. tres), soit does not interfere with commer- 





n to develop and install this technology, 
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d aircraft, as opposed to 


piloted planes would require a complete 
overhaul of air-traffic-control procedures, 
both in the air and on the ground. But this 
is not as far-fetched as it seems. Propo- 
nents of “free flight" have long argued that 
the centralised, micro-managed system of 
air-traffic control should be abandoned, 
and individual aircraft given more auton- 
omy, both in choosing their routes and 
avoiding other aircraft. Flying would, in 
short, more closely resemble navigation at 
sea. This would involve a large dose of 
technology, in the form of navigation and 
collision-avoidance systems. But it would 
open up the skies to far more traffic than 
can be handled by the current system—and 


it would allow piloted and unpiloted 
planes to co-exist more easily. 

Airport procedures would also have to 
be dramatically revised to accommodate 
unpiloted planes. Someone would still 
need to carry out pre-flight checks and 
other duties. Taxi-ing out to the runway, 
queuing up with other planes, and taxi-ing 
to the gate on arrival would have to be 
handled either under remote control, or 
automatically by the aircrafts systems. 
Again, all this would be possible, and 
might get easier with the advent of new 
technology. But why go to all the trouble? 


The bottom line 
In a word, money. Airlines’ single largest 
cost is staff wages, which consume half of 
a typical airline’s annual revenue—far 
more than fuel, aircraft leasing or servicing 
costs. Pilots are the most costly airline 
workers to employ. At a typical airline, in- 
dustry insiders say, 97 of the 100 most 
highly paid employees will be pilots. 

Pilots are well rewarded, and with good 
reason: people trust them with their lives. 
Captains on long-haul flights are the most 
highly paid. According to Aviation In- 
formation Resources, a pilot-recruitment 
firm, the most senior captains earn an aver- 
age of $178,000 a year. Some airlines pay 
far more: the most generous is Delta, which 
pays its top pilots $248,000. 

There are other costs too, including per- 
diem and overnight expenses. Pilots ex- 








een flights. And why no 
Before they take hundreds of lives in their 
hands, pilots ought to have had a good 
night’s sleep. Safety considerations, which 
preclude pilots working too many consec- 
utive hours, impose other costs. Airlines 
maintain elaborate rostering systems to 
ensure that there are enough pilots ready 
for duty, since each one can only work a 
few days a week. When a flight is delayed, 
the pilot may find that proceeding with the 
flight will require him to work more than 
the permitted number of hours; so a new 
pilot must be found, or the flight cancelled. 

Automating flights completely would, 
of course, do away with these costs. Auto- 
pilots are amenable types: they never get 
tired, demand pay rises, go on strike, or 
drinktoo much. It would require lots of ex- 
pensive new systems, but if it could be 
made to work, the cost savings would be 
enormous: billions of dollars a year for a 
large airline. Even partial automation, per- 
haps involving shifts of pilots looking after 
several semi-autonomous aircraft at once 
via remote control, would save money. 
Again, Global Hawk points the way: a sin- 
gle operator can control two or more air- 
craft from the same command console on 
the ground. And research by Boeing, 
which is building an unmanned fighter 
aircraft for the American air force, suggests 
that operators could efficiently control up 
to four aircraft at a time. 

None of this is likely to happen any 
time soon, of course. But the technological 
trend is clear. Craig Mundie, chief techni- 
cal officer at Microsoft, the world’s largest 
software firm, estimates that passengers 
will routinely travel in pilotless planes by 
2030, a claim he has backed up with a pub- 
lic bet to that effect (see www.long- 
bets.org/bet/4). For his part, Mr Mitchell 
believes it is unlikely to be before 2050, but 
that it will happen eventually. 

In the meantime, there may be nearer- 
term opportunities for unpiloted planes. 
Northrop Grumman is examining com- 
mercial uses for unpiloted aircraft includ- 
ing surveillance, communications~a 
drone aircraft flying over a city could act as 
a low-altitude communications satellite— 
and even crop-dusting. In November 2001, 
Boeing set up a dedicated unmanned-sys- 
tems unit, which will initially concentrate 
on military aircraft, but with the aim of 
transferring the technology into civil and 
commercial aviation. 

Assuming they can prove themselves 
in small commercial applications, the next 
big step would be to use unmanned air- 
craft for freight. Federal Express has dis- 
cussed this possibility with Mr Mitchell. If 
unpiloted freighters then became com- 
monplace, the way would be clear to con- 
sider passenger flights. And at that point, 
advocates of unpiloted planes would face 
their greatest challenge: convincing the p+- 


public to get on board. 

That could be a tall order. For while it 
would be possible to make a case for pilot- 
less planes on safety grounds, this would 
mean pointing out some of the hazards as- 
sociated with piloted flights. No aircraft 
maker or airline is going to do that. 

Yet more than half of air-travel deaths 

are the result of "controlled flight into ter- 
tain” (crit), which is industry-speak for 
“the plane was working perfectly, but the 
pilot flew it into the ground”. crit acci- 
dents cause the most casualties because 
few passengers survive them. People are 
far more likely to survive if a plane over- 
shoots a runway, or its landing-gear col- 
lapses, than if it flies into a mountain. Of 
the 18 fatal air accidents in the first half of 
2002, nine are thought to have been due to 
CFIT, resulting in 397 deaths. 

Other forms of pilot error can also be 
fatal. On July 1st 2002, two planes collided 
over Germany, killing 71 people. The air- 
borne collision-avoidance system worked 
perfectly, but human error, both in the air 
and on the ground, meant the collision 
happened anyway. It would be foolish to 
suggest that unpiloted planes would never 
crash or go wrong. But a few years of data 
from unpiloted freight flights would make 
meaningful comparisons possible, and 
might favour more automation. 

Another problem with advocating un- 
piloted aircraft as a means of reducing pi- 
lot error, however, is that it would mean 
drawing attention to the realities of air 
safety—a subject the industry seems keen 
to avoid, with the tacit approval of passen- 
gers. No large airliner has ever made an 
emergency landing on water, for example. 
The engines, which hang in “pods” be- 
neath the wings, make such a landing al- 
most impossible, notes Mr Jackson. So the 
life jackets, with their little whistles and 
lights that come on when in contact with 


water, have little purpose other than to 
make passengers feel better. Yet airlines 
and passengers seem happy to pretend 
thatthere is some point in having them. 
Similarly, there is abundant evidence 
that rear-facing seats are safer than for- 
ward-facing ones in the event of an emer- 
gency landing. But any airline that made 
all its seats rear-facing would probably go 
out of business, because most people 
prefer facing forwards. Only soldiers, who 
have no choice, routinely travel in aircraft 
with rear-facing seats. The rest of us, it 
seems, put comfort above safety, or would 
rather not be constantly reminded of the 
possibility of an emergency landing. 


Come fly with me 
Promoting pilotless planes on the basis of 
safety is a non-starter, then. But there 
might be other approaches. One is pricing. 
Many people who said they would never 
fly again after the September 11th attacks 
changed their minds when the airlines 
slashed their prices. Another approach 
would be to phase in unpiloted planes 
gradually. At first, automatic flights could 
be made with a single pilot on board, until 
the idea had become generally accepted. 

This gradual approach has worked well 
in promoting the use of twin-engined air- 
craft on long routes, another technical in- 
novation that was once regarded as un- 
thinkable. Long-haul flights used to be 
done with four-engined planes; if one en- 
gine failed, the aircraft lost only 25% of its 
propulsion. Today, says Chet Ekstrand of 
Boeing, most people do not even notice 
how many engines their aircraft has. The 
choice of airline and aircraft, he says, "is 
overwhelmingly about comfort, price and 
schedule convenience." 

Originally, says Mr Ekstrand, it was the 
airlines which came up with the idea of 
long-range twin-engine aircraft. The 
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manufacturers and airlines then wor 
together to promote the idea to regulator: 
pilots’ associations, and passenger groups. 
Initially, twin-engined aircraft on long 
routes had to ensure they were never more 
than 60 minutes away from an airport in 
the event of an engine failure. Once the 
reliability of twin-engined aircraft was es- 
tablished, the time limit was increased to Mal 
180 and, recently, to 207 minutes. 

Passengers are also more likely to ac- 
cept pilotless planes once other forms of 
transport have been automated, suggest 
David Stempler, president of the Air Trav 
ellers Association, an American organisa 
tion which represents passengers' inter- 
ests. People are quite happy to travel in 
automatic lifts; and while rail travellers sa 
they prefer to have a driver on boatd, the 
few examples of driverless trains that do 
exist do not seem to have any fewer pas- 
sengers. As long as there is someone stand- 
ing ready to take over in the eventof a pro- 
blem, says Mr Stempler, he sees “n 
extraordinary impediment” to passengers 
eventually accepting pilotless planes. 

Indeed, the standby pilotneed notever 
be on the aircraft. After September 111 
number of industry observers sug 
that it ought to be possible to take contr 
of aircraft from the ground, to deter h 
ers. So, says Mr Stempler, the notion of ; 
mote control is “starting to percolate”. P; 
sengers might be happy to accept it as ; 
anti-terrorism measure initially, and thi 
get used to the idea. It would take only o 
incident to change attitudes to remote co 
trol dramatically, one way or the oth 

In other words, it is still far too ea 
tell how passengers would reactto theid 
of fully automated flights. The technolo; 
and the economics seem to make sens 
But ultimately, it will be up to passenge 
to decide whether pilotless airliners wi 
ever get off the ground. @ = 
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Leave my desk alone. It works 


N THE six square feet next to the com- 

puter on which this article is being 
written, a complex ecology has developed. 
There are approximately (it is impossible 
to be precise without disturbing the natu- 
tal order) 100 assorted print-outs (e-mails, 
web pages, newspaper articles), 12 books, 


-ten academic articles, six pamphlets, five 


notebooks, three newspapers, two maga- 
-gines, two faxes, two telephone books, one 
-file containing further faxes and print-outs, 
six pens, one box of matches, one key (ori- 


(s -gin unknown) and one handheld organ- 


iser. Some of this is being used in the writ- 
ing of this article. Some of it will be used in 
the writing of future articles. Some of it 
will never be used at all, but will eventu- 
ally, when the reason why this correspon- 
dent originally thought it so interesting 
has faded, be thrown in the bin. 

This desk is not unusual in The Econo- 
mists editorial offices—just one particular 
sort of habitat in a rich and varied land- 
scape. The deputy editor’s office, for exam- 
ple, contains roughly 700 books (he just 
got rid of another 400). The defence corre- 
spondent has a charming mural patch- 
work of telephone numbers, e-mail print- 


outs, press releases and religious iconogra- 
phy. The economics correspondent's 
in-tray is two-and-a-half feet (76 cen- 
timetres) high—in two piles, for stability. 

The inhabitants of these offices seem 
perfectly happy in their surroundings, and 
are mostly left alone to adapt the environ- 
ment to their convenience. The editorial 
floors of The Economist's offices are treated 
somewhat like a nature reserve, where 
strange beasts roam and browse at will, 
undisturbed by the fads and fancies that 
sweep through the rest of business life. 
Others are not so lucky. 


Clutterphobia 

Many companies these days—United Par- 
cel Service and General Motors in Amer- 
ica, for instance, and Asda, a supermarket 
chain in Britain—run "clean desk" policies, 
requiring employees to remove all evi- 
dence of work from their desks by the end 
of the day. The reason given is usually se- 
curity—that burglars will be less likely to 
find anything interesting if it is put away— 
but that is a poor excuse. Any self-respect- 
ing burglar can pick the lock of a filing cabi- 
net, and will be far more likely to find what 
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he is looking for in a methodical office than 
in one whose logic is comprehensible only 
to its creator. 

The real reason is more likely to be the 
common hostility to “clutter”, which man- 
agers tend to regard as an obstacle, rather 
than an aid, to work. Although office clut- 
ter is usually almost entirely work-related, 
it tends nevertheless to be treated as 
though it consisted of the dirty socks and 
crisp packets of an adolescent. Workers are 
confused. They know that creating clutter 
is an essential part of the way they work, 
but they are made to feel guilty about it. 

There are plenty of parasites who make 
a living out of this confusion. Jeffrey 
Mayer, for instance, exhorts people to “Get 
rid of the clutter! Save time! Become more 
productive!” in his book “Winning the 
Fight Between You and Your Desk”. The 
book is endorsed by Barry Greenberg, 
president of Chemex Industries: no doubt 
the Chrome Finish Autoflush Valve for Uri- 
nals and Toilets, advertised as his most ex- 
citing new product on his website, has 
benefited from the insights in this oeuvre. 
Donald Wetmore of the Productivity Insti- 
tute, a company that purports to help peo- » 






ple become more productive, cites the 
“messy desk” as one of the “Top Five Man- 
agement Mistakes” and maintains that 
“studies [which studies? Citations, please] 
have shown that the person who works 
with a messy desk spends on average one- 
and-a-half hours a day looking for things 
or being distracted by things.” 

_ During the 1990s, technological change 
lent authority to the familiar prejudice 
against clutter. Clutter, after all, was paper, 
and paper was old-fashioned. Paper has 
no memory; paper cannot be networked. 
As digital devices began to talk to each 
other, as computers of different sizes and 
shapes with different purposes prolifer- 
ated, the persistent popularity of a means 
of communication that had been around 
for 6,000 years became increasingly irri- 
tating to the guardians of the Zeitgeist. 

Some of the digital age’s finest thinkers 
set about burying paper. Paul Saffo, direc- 
tor of the Institute for the Future in Menlo 
Park, California, explained in “The Elec- 
tronic Pinata: A Paperless Future is Waiting 
in the Wings” in 1992, that “paper is well 
on its way to becoming a metaphor", in the 
sense that the screen and stylus of a hand- 
held organiser mimic notebook and pen- 
cil, “rather than a medium”. “Digital paper 
and sushi computers [ones you can roll 
up", he wrote, “will become business re- 
alities after this decade is over." 


Thetyranny of the tidy 

It is fortunate for contemporary prophets 
that most of their predictions are as swiftly 
forgotten as made, for paper, while it may 
be used in a metaphorical sense by the 
electronics industry, has also remained 
stubbornly literal. The more digital in- 
formation sped around the world, the 
more people wanted to print it out. From 
1992 to 2002, world consumption of paper 
and board products grew from 250m 
tonnes to 325m. 

Insecurity, said the visionaries: chil- 
dren clutching on to familiar objects as the 
world accelerates past them. As the value 
of tech stocks rose, bosses became increas- 
ingly determined to prove that they "got 
it". One way of demonstrating that they 
were truly wired was to espouse the pa- 








perless vision. 

A few of them tried to impose the vi- 
sion on their employees. The most dra- 
matic of these experiments took place at 
the offices of Chiat/Day, an American ad- 
vertising agency. In 1993, Jay Chiat, the 
boss, had a revelation while on the ski 
slopes, and realised that his employees’ 
minds were trapped by the boxes they 
were working in. Free their bodies from 
the box and you would free their minds. 
They were, accordingly, installed in offices 
without desks or filing cabinets. There 
were sofas to sit on and a few special 
rooms for meetings. There was nowhere to 


keep any paper; indeed, nobody was sup- 
posed to keep paper. 

Chiat/Day's employees behaved like 
any group of refugees torn from familiar 
surroundings. They tried to rebuild their 
world. One woman bought a child's red 
wagon, put her paper files in it and trailed 
it around the corridors after her. Most peo- 
ple recreated their desks in the boots of 
their cars, where they stored their files and 
notebooks, dashing in and out of the 
building to the parking lot during meet- 
ings. Groups of workers took permanent 
control of meeting rooms and a shanty- 
town of desks grew up. The company was 
eventually bought by a traditionalist rival 
and normal life resumed. 

The public sector got the bug too, 
though rather later. Panting along behind 
the curve, the British government commit- 
ted £200m (then $290m) in 2001 to de- 
veloping a paperless school. Baroness 
Ashton of Upholland, launching the 
scheme, waved a paper and pencil around, 
predicting their eventual demise. 


The revenge of the trees 
In most quarters, however, the fate of the 
tech stocks has taken the shine off those fu- 
turistic visions. The world is kinder to the 
past, these days, and to tools that have 
proved their value over millennia. A sign 
of the times is the publication of an excel- 
lent book* by Richard Harper and Abigail 
Sellen which details the many virtues of 
paper and the many workplaces in which 
it remains surprisingly important. 
Air-trafic control, for example, does 
not, at first glance, seem a likely candidate. 
The business of monitoring incoming air- 
craft and predicting their future course, 
which depends on measurement and 
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mathematics, sounds as though it: 
be entirely electronic. Yet paper r 
an essential part of the air-traffi 
system in Britain. : 

Each air-traffic controller works i 
team of about five staff. Information about 
each incoming plane in that controller's 
sector is printed out on a piece of paper-a 
flight progress strip, about eight inches 
long and an inch deep. As the plane moves - 
across the controller's sector, the strip is- 
annotated—with, for instance, speed or c 
titude changes. On the basis of those a 
notations, different team members can do 
their job—working out, for instance, the _ 
















implications of those changes for the next 
sector. In a busy sector, one team may 
have 50 strips on display. cp 
Many attempts have been made to get 
rid of the flight progress strips. The oi 
way of doing away with them, it turns o 
is to give air-traffic controllers smal 
eas to cover. For larger areas~ 
means a more complex job—-the pap 
strips are essential. "They are a jolly e 
cient means of annotating inform 
says Richard Wright of Britain's N 
Air Traffic Services. "The controller 
read them at a glance. If we replace tl 
will have to be with something be 
They will be with us for some time yet. 
Paper's importance to the air-traffi 
controllers illustrates some of the reaso s 
why it survives. It can be annotated more 
easily than text on a screen can; those 
marks can be seen more easily by severa 
people than can digits on a screen; and i 
can be moved around, thus conveying 
more information. AS 
Itis less surprising, perhaps, that the In- - 
ternational Monetary Fund, which Mr- 
Harper and Ms Sellen also spent some... 
time studying, should still use a certain 
amount of paper. But, given how techno- 
ogy-rich the Fund is-it had spent over - 
$70m on rr in five yearsatthetimeoftheir — 
study, and was spending $18,000 perhead 
per year-its reliance on paper is some- 
what unexpected. The 25 workers (16 econ a 
omists, seven administrative workers and ^. 
two research assistants) whom Mr Harper- 
and Ms Sellen studied spent 97% of their > 
























*"The Myth of the Paperless Office”. By Abigail Sellen: 
and Richard Harper. MIT; 242 pages: $24.95. Details of- 
other references in this article can be found on our. 
website at www.economist.com 













that, 86% of the time was spent working 


per interfered less with communication 
during a meeting than screens would. 
3 In order to observe the differential im- 
pact of paper and computers on how peo- 
< ple work, Mr Harper and Ms Sellen set up 
an experiment with ten people, five of 
them using paper and pens, five of them 
. "using screens only. Their task was to 
‘summarise a number of reports. 
s The people working with paper spread 
. out all the reports on a desk, flicked 
J| through them, annotated them, moving 
. easily from one to the other. The people 
| working on computers struggled to do 
something similar, creating a number of 
windows on their screen. They found 
navigation-scrolling, clicking and drag- 
ging-slow and cumbersome, and several 
of them got quite cross. One started shout- 
‘ing at his computer. 























-A beautiful mind 

But why do people need to spread papers 
around on their desks? Why don’t they just 
read their paperwork and file it? Alison 
idd, a psychologist, investigated this 
uestion while working for Hewlett-Pack- 
ard Laboratories. Ms Kidd, whose new 
firm, The Prospectory, helps companies to 
use technology to develop new ideas, in- 
terviewed 12 workers about how they 
‘used information, paper and computers. 

Her paper, "The Marks are on the 
Knowledge Worker", draws a distinction 
between "knowledge workers" and other 
categories, such as clerical workers. Cleri- 
^^ cal workers use information—about, say, 

` customer orders—to aid the smooth work- 
ing of the company. Knowledge workers 
use information to change themselves. So, 
for instance, knowledge workers take 
|... notes notin order to store information, but 
|... because the process of note-taking helps 
|... them to learn. Once taken, notes are rarely 
|». reviewed. According to a study of research 
_ workers reported in "The Technology of 
Team Navigation", a paper by Edwin 
Hutchins, a psychologist, while 64% kept 
- their notes for years, 44% hardly ever re- 
. ferred to them. 

The relationship between workers and 
their clutter is similar. People spread stuff 
over their desks not because they are too 
lazy to file it, but because the paper serves 
as a physical representation of what is go- 
ing on in their heads—“a temporary hold- 
ing pattern forideas and inputs which they 
cannot yet categorise or even decide how 
-they might use", as Ms Kidd puts it. The 
clutter cannot be filed because it has not 
been categorised. By the time the worker's 















as have taken form, and the clutter 


time working on documents of some sort; 


could be categorised, it has served its pur- 
pose and can therefore be binned. Filing it 
is a waste of time. 

Why people need a physical map of 
what is going on in their heads is not clear. 
Ms Kidd suggests that the brain may just 
need some help. She speaks of her father, 
who suffers from frontal-lobe dementia, 
which affects the ability to interpret what 
is going on around one. As his brain has 
deteriorated, “he uses the physical corre- 
late more than ever”, to the point at which 
his surroundings have become chaotic. So 
perhaps, as the tidy have always sus- 
pected, they are just smarter: they can do 
more stuff in their heads without outside 
help than theuntidy can. 


Filers versus pilers 

Work by Steve Whittaker and Julia 
Hirschberg of ATT Labs-Research, how- 
ever, suggests that clutter may actually be 
quite an efficient organising principle. In 
"The Character, Value and Management of 
Personal Paper Archives", they examine 
the distinction that Mrr's Tom Malone 
draws between “filers” and "pilers". When 
filers receive paperwork, they put it away. 
When pilers get it, they leave it on the 
desk-not randomly, but in concentric cir- 
cles. There is a “hot” area, of stuff that the 
worker is dealing with right now. There is 
a “warm” area, of stuff that needs to be got 
through in the next few days: it may be 
there, in part, as a prompt. And there is a 
"cold" area, at the edges of the desk, of 
stuff which could just as well be in an ar- 
chive (or, often, the bin). 

According to Mr Whittaker and Ms 
Hirschberg, the assumption that filers can 
find stuff more quickly is wrong. Filers, 
they say, "are less likely to access a given 
piece of data, and more likely to acquire ex- 
traneous data...In moderation, piling has 
the benefits of providing somewhat ready 
access to materials as well as reminding 
about tasks currently in progress." Filers 


have two problems finding stuff: they tend 


of a healthy distribution of clutter. | 
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h effort 
and they often find it hard to remember 
how they categorised things. 

As wellas giving much-needed succour 
to those attached to the ecology of their 
desktops, these studies have some serious 
implications for managers. If they interfere 
with people’s desktops, they may also in- 
terfere with their thinking. Trying to force 
workers to get rid of clutter and scan their 
papers into a computer system may be an 
expensive waste of time. Companies 
which do this may find that they create 
large, useless databases full of information 
that nobody ever uses. 

By trying to computerise everything, 
managers may undermine the process 
they should be trying to support. There is a 
good example of this in the book by Mr 
Harper and Ms Sellen. A British telecoms- 
equipment manufacturer decided to com- 
puterise its salesmen’s paperwork so that, 
rather than lugging files all over the coun- 
try, they could plug into a database, and so 
that people back at base could also have 
access to this information. 

The technical side of the project wen 
well. However, the information that sales- 
men put into the database was vague to 
the point of uselessness. The problem was 
that the nature of the salesmen’s files had 
been misunderstood. Managers had 
thought that salesmen relied on detailed 
notes about the nature of the customer’s 
organisation and its likely requirements. 
Actually, the important information was 
about people in the client companies— 
their hobbies and interests, their personal 
characteristics, and about who to avoid 
dealing with. It wasn’t stuff that the sales- 
men wanted to put on a database. 

Britain's policemen had a similar ex- 
perience. Chivvied by the Home Office to 
become more efficient (which is always as- 
sumed to mean more electronic), police 
forces issued constables with laptop com- 
puters to carry around with them, for in- 
stance, to take statements from witnesses 
to crimes. They found that the quality of 
the statements deteriorated. Writing into a 
computer, they discovered, gets in the way 
of talking to somebody. That is why you 
will never be interviewed by a journalist 
typing his notes into a computer. They 
want to look you in the eye. 

Automation can achieve so much in so 
many areas of work that managers are 
tempted to think they can automate every- 
thing. But the most important aspects of 
work are the hardest to automate. "Busi- 
nesses", says Mr Harper, whose company, 
Appliance Studio, helps companies to de- 
sign computer-based tools to work with, 
rather than against, workers, “must take 
care not to throw the baby out with the 
bathwater." Computers are fine, in their 


place; but their proper place is at the edge. 
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2| Christmas special 


Forget engineers, designers are the rock stars of the car industry 


EXT month, a group of Armani-clad 

men will quietly slip away from the 
brash, garish halls of the Detroit Motor 
Show one evening. Stepping into their 
gleaming limousines, they will drive to a 
discreet location, probably a converted 
warehouse down by the old docks on the 
Detroit River. The edgy, minimalist inte- 
rior and zenon spotlights will blend per- 
fectly with the Sonoma Valley chardonnay 
and the sparkling mineral water. 

While the crowned heads of the 
world's car industry toast each other up- 
town at black-tie banquets, the interna- 
tional corps of car designers will enjoy its 
own tasteful get-together, a feature of ev- 
ery pit-stop on the international motor 
show circuit of Detroit, Geneva, Paris, 
Frankfurt and Tokyo. Last September, they 
gathered at a wine cellar in the south of 
Paris; next March it will be a chateau over- 
looking Lake Geneva or one of those 
trendy low-beamed restaurants near the 
cathedral in Geneva's vieille ville. 

Whatever the location, the confrérie's 
cast is unchanging and the garb is the 
same. There won't be a single collar-and- 
tie in a sea of charcoal roll-neck sweaters. 
Conservative chic rules, as they swap pro- 
fessional compliments on each other's 
"concept cars", which are pre-production 
prototypes, unveiled at the shows to gauge 


critical and public reaction. Last year there 
was some bitching about how BMW had 
“lost it" with the curvier lines of its new 7- 
series executive, departing from the 
brand's house style. The bitchers were 
wrong; the new model is better. 

These men (and, these days, even a few 
women) are not only to be seen around car 
shows. Patrick Le Quement, head designer 
at Renault, France's second-biggest car- 
maker, says that ten years ago he would be 
the only car designer attending the Milan 
fashion show. Now, not only does he send 
a whole team, but so do other car compa- 
nies. Car designers are also in evidence at 
architectural shows such as the Venice 
Biennale, or the graphics exhibitions of 
Warsaw and Krakow in Poland. They are 
out to see what shapes and forms other de- 
signers are trying out, and to pick up col- 
ours and ideas of their own. 

Welcome to the world of the celebrity 
car designer, a breed increasingly 
responsible for the fortunes of the world's 
big car companies. We live in a designer 
world, and the car designers are at its heart, 
since they work with the most expensive 
consumer goods that most people ever 
buy. These ones, though, stand a little 
apart from other industrial designers, 
since, inside their cool attire, they are all 
petrol-head car nuts. 
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The tribe of the car designer recruits its 
new members from the Royal College of 
Art in London (cradle of Damien Hirst's 
conceptual art), from the Pasadena College 
of Design in Los Angeles, from the College 
for Creative Studies (CCS), if that is not an 
oxymoron, in Detroit-and from other car- 
design schools in Stuttgart and Paris. 

Strangely, there is no car-design college 
in Turin, the home of stylish Italy's car 
makers, even though it is the base of 
world-famous design houses such as Pi- 
ninfarina, Bertone, Giugiaro and Ghia 
(now part of Ford), which work for the 
world's big car companies. Maybe Italy 
does not need one. The Turin designers are 
the inheritors of the craft school of 19th- 
century coach-builders. They still turn out 
special versions of mainstream cars, nota- 
bly coupés, for the big manufacturers. And 
northern Italy is a world-class centre for all 
sorts of other design, from fashion to furni- 
ture. Perhaps the country that produced 
not just Alfa Romeos but Bugattis, Lam- 
borghinis, Maseratis, Ferraris and Lancias, 
(not to forget cool little Fiat Seicentos or 
Puntos), just has car design in its blood. 

Nor is there a car-design school in the 
home of the world's strongest motor in- 
dustry—Japan. There, however, it shows: 
Japanese cars have many qualities to com- 
mend them, but original design has not » 


eir design centres in 

laces such as Los Angeles and London. 

. London is the latest cool place on the 
circuit. Long gone are the days in the 
mid-1970s when one young British car de- 
signer called Trevor Ford felt obliged to 
move to Turin, learn fluent Italian and re- 
name himself Trevor Fiorino to get taken 

_ seriously. Ford Motor, the world's second- 
biggest car company, recently opened a 

.: studio in Soho, surrounded by video-pro- 

+ duction houses, strip joints and gay bars. 
Nissan's chief designer, Shiro Nakamura, 
is aboutto open a design centre in up-and- 
coming Paddington. He says he chose Lon- 

_ don for its strong design culture, visible in 
both architecture and fashion, and picked 
smart new premises in the centre "because 
the suburbs are not attractive to the young 
designers I want to hire". The suburbs, 
however, are good enough for Nissan's en- 
gineers: they are based in Cranfield, north 
of London. Point taken. 


Designers make, or break 
Today, these designers are the individuals 
with the ability to make or break car com- 
panies. Car makers all have access to more 
or less the same technology and engineer- 
ing skills, so the spotlight is on the design- 
. ers. Take Peter Horbury of Ford's Premier 
Automotive Group, which makes Aston 
. Martins, Jaguars, Volvos and Land Rovers. 
AS a youngster in the north-east of Eng- 
... land he hung out with his contemporary 
heroes, Eric Burdon and the Animals, a 
hrock band. But he wentto art school 
instead of becoming a rock star, be- 
the car designer who turned Volvos 
fridges-on-wheels into slick ma- 
chines. Now, he is in charge of design at 
. .the four prestige car marques that are 
^. Ford’s best hope of staying on the road. 
He and his like move around the indus- 
try, their pay and their reputations 
boosted by their latest hits. They are the 
rock stars of the car industry. Younger 
ones, such as Roberto Giolito, who de- 
signed Fiat’s daringly different (ugly, but 
functional) Multipla people carrier, or 
Gerry McGovern, who made his name 
with the bestselling Land Rover Freelan- 
der, even have the curly tresses of yester- 
day’s pop singers or 1970s footballers. 

Mr McGovern, a baby-faced Briton, 
now looks out over the Pacific from his stu- 
dio at Ford’s Lincoln design centre, based 
in Irvine, California. Ford moved Lincoln’s 
designers there precisely to break the 
mould of stodgy old Lincoln designs from 
Detroit. Californians would not be seen 
dead in anything designed in Detroit, so 
the only answer was to move west and try 
to catch the breeze. Lincoln’s new concept 
vehicle, on show at the Detroit Show next 
month, is a bid to launch a new breed of 
American luxury saloon, and reverse the 

. Steady advance of European versions such 












as the big Mercedes, BMws and Jaguars. 


The apotheosis of the designer as star is at 
Renault, where one of Mr Le Quement's 
team, Stephane Schwarz, a small, stylish 
Swiss man with a come-hither French ac- 
cent, appears in a television commercial, 
clad in a judo outfit, to advertise Renault's 
sexy new Avantime coupé. 

Older designers like Walter da Silva are 
also sought after to work their magic on 
tired brands. Mr Da Silva shot to fame in 
the mid-1990s with the Alfa Romeo GTV 
coupé and 156 saloon, which put Fiat's 
sporty Alfa brand back on the map. No 
sooner had Bernd Pischetsrieder become 
boss of Volkswagen's Spanish seat sub- 
sidiary, a few years ago, than he lured Mr 
da Silva there. His task was to turn its boxy 
cars into a sort of Spanish Alfa look that 
emphasised their Latin origin rather than 
their Germanic ownership. These days, 
Mr daSilvaisin southern Germany, trying 
to improve the rather staid look of vw’s 
Audi range; the improved, crisper lines of 
the latest version of Audi's A8 top-of-the- 
range model reflect his input. 

Similarly, one of the first things Carlos 
Ghosn did when he was parachuted in 
from Renault to rescue Nissan in 1999 was 
to hire Mr Nakamura, a Japanese designer 
who had worked in America and Europe. 
His mission was to kill off Nissan's reputa- 
tion for making dull but reliable cars, and 
to inject some design that could appeal to 
buyers. The culmination will be the un- 
veiling in 2003 of the new breed of z-cars, 
a deliberate echo of Nissan's old z sport- 
coupés of the 1970s, the only Japanese car 
to have become a modern classic in Amer- 
ica and Europe. 

This fixation with design is not entirely 
new, but it has intensified in recent years. 
In the 19805, all modern cars were begin- 
ning to look the same. Constrained by the 
same safety regulations to strengthen bo- 
dies, and by the same search for streamlin- 
ing to improve fuel economy, European 
producers started to turn out similar three- 
box (engine, cabin, boot) saloons or hatch- 
backs, known dismissively as Euroboxes. 
In America, Detroit turned to hunky off- 
road pick-up and “sport utility vehicles”, 
or slab-sided minivans. Both are the an- 
tithesis of style to anyone not born in 
Texas. With saloon cars, the ubiquitous 
sideways-mounted, front-wheel-drive en- 
gine and transmission system (best for 
economy and space in most models since 
it was first invented, in modern version, in 
the Mini of 1959) added to uniformity. 

Those days are now past. In a crowded 
market, car bosses ache to have models 
that stand out. “Design is the differentia- 
tor", says David Thursfield, boss of Ford's 
international operations. Renault’s Mr Le 
Quement traces the revival of car design in 
Europe to the onslaught of the Japanese. In 
a 1984 book on the future of the car, Daniel 

Jones and James Womack, two business 


academics, argued that the European mo 







































tor industry's best hope of survival w. 
concentrate on European designs and local 
consumer needs. This ran counter to then B 
fashionable talk of “world cars", designed§ 
to be all things to all continents. “I was at! 
Volkswagen at the time,” recalls Mr Le 
Quement. “We were trying to design cars@ 
that would not displease people.” m 
Shortly after that, as Mr Le Quement 
observes, the Germans took note and — 
started making cars that actually looked as _ 
though they were German. Fiat similarly | 
returned to its policy of making cars that | 
looked first and foremost Italian. Embrac- - 
ing design, however, has not always been 
a success. A decade later, car designers - 
started to be influenced by an Italian- 
sounding German industrial designer 
called Luigi Colani. He was famous. for 
“biodesign”, which took the traditional 
1930s Bauhaus (“form follows function 
concept, and added flowing “organic” 
shapes to cameras and computers. Unfo 
tunately, the result was often amorp 
especially when taken up by the Japan 
and Americans. From boxes, car n 
wentto curvy, elongated jelly babies 
Ford executive privately describe 
rus model of the mid-1990s as h. 
thestyleofasuppository". .— 


Retro passé? ue 
Now that car designers have establis! 
themselves, their designs are beginnin; 
mimic the quirks, self-referentiali 
humour of the fashion world. One 
trend has been for retro mod 
sional car design, after all 
gree. It started with General Mo 
1927, and the “art and colour” d 
under Harley Earle. He was thi 
first used life-sized clay mos er 
signs. Wayne Cherry, GM'scurrenthe 
design, points out that car companie: til 
use “clays” to show off rival designs for top - 
management to choose. He accepts, how- 
ever, that three-dimensional digital co 
puter modelling has changed the design - 
process a lot in the past ten years. Digital 
images are useful for pooling information 
around the world, and for working on de 
tail design for parts of the car, such as- 
headlamps or hatch-back doors. NEM 
There is a now a strong current of retro. 
fashion in car design. J Mays, Ford's head 
designer, made his name at vw with the a 
retro new Beetle, which has been a hit in 
America. There, it tapped into a wave of © 
nostalgia among middle-aged Americans - 
who remembered it as the car their parents 
bought them as a graduation present. In : 
Europe, it has done less well, because the - 
same generation remembers it as an un: 
der-sized family car, which was the only 
reliable transport they could afford when - 
their children were young. So worrie 
vw about this transatlantic split 
retro that it hesitated for a year before pr 


Christmas special | 


ceeding recently with its modern version 
of that 1960s icon, the vw Kombi: the mi- 
nivan that embodies the whole spirit of 
1960s, “Surfin’ USA” and the Beach Boys. 
Mr Mays is a bit of a retro specialist, given 
that he also worked on the Thunderbird 
and the new Mustang (based on a famous 
model from the mid-1960s), and is cur- 
rently developing a modern version of 
Ford's legendary GT-40 sports car. 

Ford’s new Jaguar xJ, like its s type of a 
few years ago, also harks back to venerable 
older models, with little design cues here 
and there evoking the glorious past of the 
original models. Mr Mays sees a difference 
between its "classic" lines and a saloon 
like the Rover 75 (designed when BMW 
owned Rover), which he thinks looks like 
an over-the-top German stab at re-creating 
a traditional, solidly British, Rover. The 
danger of retro is kitschy, Disney-style re- 
productions, like neo-Georgian houses or 
mock-Tudor mansions. 


Gallic flair 

American enthusiasm for retro cars could 
reflect a relative lack of imagination in con- 
temporary car design there. Mr Mays, who 
is American, thinks his country is just not 
big on car design. Indeed, he thinks that 
there is little aesthetic sense of design in 
America at all, certainly not in the space 
between New York and Los Angeles 
(which includes, of course, Detroit). In the 


car design, then Renault has to be the cruci- 
ble. There is no better example of revival 
by design than Renault. When Mr Le Que- 
ment arrived there after 17 years at Ford 
and two with vw, he was ready to shake 
things up. Renault had had a history of in- 
novative designs, such as the R16 hatch- 
back in the mid-1960s and the little R5 
town car synonymous with the 1980s, not 
to mention the Espace people carrier, 
which invented that genre in Europe in the 
mid-19805. By the late 1980s, however, the 
company had lost its way, its products 
were unexciting and it was losing ground 
in the market. In particular, its mid-range 
and upmarket models were so dull that the 
only people you ever saw in them were 
French prefects and government officials. 

At the time, the middle and upper mar- 
ket segments were dominated by the Ger- 
man trio of Volkswagen (with the ubiqui- 
tous Golf), BMW (with its 3 and 5 series) 
and Mercedes (starting with its C-class). 
All these cars looked—and still look- 
quintessentially chiselled and Teutonic. 
Mr Le Quement realised there was no 
point doing what the Japanese and South 
Koreans had tried to do unsuccessfully: 
namely, to imitate the Germans. That is 
when he worked out that Renault needed 
a bold new strategy that centred on cre- 
ative flair. “Design was put at the core of 
our strategy,” says Mr Le Quement. 

This was not always easy. When Mr Le 
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good looks, as with the Vel Satis: it is 
bravely launching an entirely new genre. 
The latest example is the luxury two-door, 
four-seater Avantime coupé. Who knows 
whether this will define the next genera- 
tion of cars? But, certainly, Renault's track 
record in designing distinctive new types 
of car is strong, going back to that revolu- 
tionary Espace multi-purpose-vehicle 
(MPV), which is like an American mini- 
van, plus style. It later had a smash-hit 
with the Megane Scenic, a functional small 
MPV, based on the hum-drum chassis and 
parts of the Megane saloon. This model 
sold many times more than forecast and 
launched a whole new category, known 
as compact MPVS. 

Indeed, the designer in charge of this 
project, Anne Asensio, a French graduate 
of Detroit's ccs, has since been lured back 
to Detroit by GM, which wants her to work 
her magic there. GM is also counting on de- 
sign to boost its sales. It has brought out of 
retirement a famous product-develop- 
ment expert, Bob Lutz (a legend in the 
American industry for rescuing Chrysler a 
decade ago), who famously gets along 
with designers and is no mean hand at 
sketching his own ideas to inspire them, 
according to GM's Mr Cherry. 

So what does the designer achieve with 
a winning design? Most use the word 
“emotion” when describing what makes 
for a successful model. Mr Pischetsrieder 





From “had its time” to “before its time”: the VW Kombi and the Renault Avantime 


United States, reckons Mr Mays, three- 
quarters of cars sell on their functional 
qualities. “Americans like things that are 
quick and easy,” he says. 

The vogue for retro could also simply 
reflect the spirit of the times. The French- 
man MrLe Quement argues that there was 
a mood of anxiety in America as the mil- 
lennium approached: consumers became 
nostalgic, and sought trusted aesthetic val- 
ues from a familiar past. Car companies 
with retro styles were catching on to this 
popular mood, which the terrorist attacks 
on New York only prolonged. Sooner or 
later, he thinks retro will be passé, and 


American design will be fresh and vigor- 


ous once again. 
If Europe is the hottest place for fresh 


Quement presented Louis Schweitzer, Re- 
nault’s chairman, with his first sketches of 
the Vel Satis luxury saloon back in 1996, 
the boss replied “Bien sur, c’est beau.” But, 
with the company losing millions, there 
could be no budget for such a daring proto- 
type. As the disconsolate designer picked 
up his papers and headed for the door, Mr 
Schweitzer called out: “But do it anyway.” 
That concept gave birth to Renault’s new 
Vel Satis executive-class saloon, which Car 
magazine calls a “wedgy, rumpy, tall mo- 
tor with design flair and character”. It has 
been an outstanding success in France. Re- 
nault expects rivals such as GM's Opel sub- 
sidiary to reflect this sort of design with its 
new premium-sector model. 

Renault has not just gone for dashing 


says car brands are all about emotion. 
Ford's Mr Mays says “you have to connect 
with people's lives at an emotional level". 
He likens cars to movies: "People have to 
sink in and lose themselves in the vehicle. 
You have to take them where they've never 
been before, far from reality." 

Mr Cherry at GM uses the same lan- 
guage. "It's an emotional connection. It's 
the wow factor. You have to design to com- 
municate the essence of a vehicle, which 
after all symbolises your values, reflects on 
you as a person. You drive up and make an 
entrée in your car." No wonder they are al- 
ways so chic and well groomed when they 
gather for their receptions every few 
months. One has to create a good impres- 
sion in person as well as on the road. m 


Business 


E-commerce 


Profits at last 


NEW YORK 





Some firms are finding that there is money to be made online, after all 


HAS become a tradition, these past 
three Christmases, to write of “crunch- 
time for the Internet”, as emaciated “e-tail- 
ers” battle to survive the winter cull and 
brave another year. This Christmas, how- 
ever, the story may have an untraditional 
ending. Conventional retailers face soft 
sales, but many online shops are jam- 
packed with customers, buying every- 
thing from trendy gadgets to budget hotel 
rooms. The share price of Amazon, an e- 
tailer that is tantalisingly close to profit- 
ability, and Expedia, an already profitable 
online travel agent, has more than dou- 
bled this year. Lastminute, a British e-com- 
merce firm that plunged in 2001, finds it- 
self, bungee-like, back in the FTSE 250 
index of leading British companies. 

It is not just the Internet-shopping 
boom that has delivered an early Christ- 
mas gift to investors. Behind the scenes, a 
more significant trend can be discerned. A 
year ago, the collapse in online advertising 
sales threatened any business—from por- 
tals such as AOL and Yahoo! to online mag- 
azines such as Salon-that had built itself 
around banner-advertising sales. Yet ne- 
cessity is the mother of invention. De- 
prived of advertising dollars, some In- 
ternet firms have proved surprisingly 
adept at unearthing alternative sources of 
income, from subscriptions for digital con- 
tent to fees for online services. 


Thus eMarketer, a research firm, says 
that this year American consumers paid 
$1.2 billion for various Internet content (ex- 
cluding gambling and pornography). This 
is barely one-quarter of what websites 
raised by selling advertising space. But the 
online ad market is struggling. Data from 
the Online Publishers Association (OPA), a 
trade group. show that Internet content 
revenues are doubling each year. 


Farewell to the free 

This growth should build on itself. As peo- 
ple find less free stuff available, they will 
become more comfortable with the notion 
of buying online content. It is already hard 
to find such former staples as a good free e- 
mail service or free online-data storage, as 
firms like Yahoo! nudge customers to- 
wards new "premium" offerings by mak- 
ing the free service less useful. Theendof- 
free.com, a website that tracks the shift 
towards paid-for content and services, 
posts daily evidence. The latest news? Visi- 
tors to filathlos.gr should no longer expect 
their Greek sports news free. 

The OPA counts 1,700 websites that 
charge for some form of digital content, 
from greeting cards to games to genealogy 
services. Weightwatchers.com, a privately 
owned online dieting firm that introduced 
a subscription service in June 2001, says it 
pulls in about $sm a month in fees, 
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suggesting a paying customer base that 
has already grown to around 300,000 cy- 
berdieters. (Weightwatchers International, 
a $5 billion public firm that licenses its 
brand to its online cousin, has 1m dieters a 
week at offline meetings.) Match.com, an 
online dating-site where people post per- 
sonal ads, has more than doubled its pay- 
ing subscribers this year, to 650,000. 

Still, the successful are few: just 50 sites 
collect 85% of revenues, according to the 
OPA. Some chargers are desperate. This 
month, AOL Time Warner said that its on- 
line advertising sales would halve next 
year, and that it was redoubling efforts to 
sell content. Aor's latest plans have met 
with derision: repackaged news and enter- 
tainment remains a hard sell. But Ameri- 
cans will pay $14.99 for second-hand car 
histories from Carfax.com, $12.95 for per- 
sonal credit-rating data from Equifax.com 
and $189.95 a year to search for their fore- 
bears at Ancestry.com, which claims over 
900,000 paying subscribers. Some of the 
most valuable (and cheapest) content may 
come from customers. One site charging 
for "user-generated" content is Voyeur- 
web.com, whose audience of voyeurs and 
exhibitionists log on to look at do-it-your- 
self porn, a hobby that has boomed with 
the spread of digital cameras. 

The Internet's ability to bring people to- 
gether cheaply and anonymously has 
made possible the creation of entirely new 
business models. Some are now starting to 
pay handsomely. For instance, eBay, an 
online auction site that is the leading expo- 
nent of profitable network creation, has 
raised prices this year; the value of its net- 
work of bargain-hunters has grown as 
more people join in. NCsoft, a Korean on- 
line-gaming company, boasts more than 
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scriptions), who join swords in‘ 
multiplayer" games such as Lineage, a fan- 
tasy role-playing game that can involve 
— hundreds of thousands of people ata time. 
-- Friendsreunited.co.uk, a British website 
_ that brings together old friends, claims 8m 
. registered users, many of whom pay the £5 
_ ($8) a year fee that the website charges to 
_ put people in touch with each other. 
Another source of revenue is fees for 
-= utility services, such as e-mail, data storage 
|. and web-hosting. This suggests that there 
-may be a mass market for the computing- 
- on-tap idea that IBM and Microsoft have 
<- been peddling to business customers. Ya- 
hoo! thinks of itself as the “ultimate lab- 
oratory”, testing, pricing and bundling 
:© pew services to sell to its customers. “Ya- 
-hoo Mail Plus”, for instance, bundles extra 
-..: storage space for archived e-mails together 
with a forwarding service for people with 
more than one e-mail address. For a mod- 
-èst fee, customers can store valuable per- 
‘sonal content in a Yahoo! “briefcase”. 
"Whereas revenues from advertising grew 
by 22% this year, Yahoo's fee income is up 
by 125%, transforming the business: in a 
year, advertising sales have dropped from 
72% to 59% of revenues. By 2003, Yahoo!, 
which became profitable in the second 
quarter of this year, expects to have 2m 
subscription and fee-paying customers. 
a This being the Internet, things are now 
. poised to change again, with the spread of 
high-speed, always-on, broadband con- 
nections. Americans have generally ex- 
pressed disappointment at the speed with 
which broadband connections have 
spread. But 15m households now have a 
high-speed connection, creating a critical 
_mass of users that, for all the gloomy talk, 
_ continues to grow at about 50% a year. 
^ Broadband boosts all business models, 
- as users “do more of everything", accord- 
-ing to eMarketer. It may even revive 
growth in online advertising sales. “Rich 
media” adverts, which contain fancy 
* v graphics and sound, tend to be more inter- 
... esting to consumers than plain banner ad- 
 vwertising. More importantly, broadband 
-.. may capture more broadcast-television ad 
. tevenues than dial-up modems have 
done, says Jeffrey Cole of the University of 
_ California in Los Angeles. People seem to 
|. Jike nipping away from the television set to 
= use their always-on broadband connec- 
tions during commercial breaks, says Mr 
.... Cole. Advertisers may cotton on and start 
exploring ways of advertising to this fast 
growing lost audience again. 

None of this is likely to mean that In- 
ternet firms will deliver on the absurd 
. claims of the late 1990s. But it does suggest 
-. that there are profits to be made by selling 
consumers content and services—as well 
as physical goods—online. A year ago, even 
this modest claim would have sounded as 
implausible as a visit down the chimney 
cc from Santa Claus. W- 
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Why is Vodafone's chief executive 
stepping down-and why now? 


AVE telecoms troubles claimed an- 

other victim? On December 18th, Vo- 
dafone, the world's biggest mobile-phone 
operator, announced that Sir Christopher 
Gent would step down next year as chief 
executive. The firm's share price is down 
by over 70% from its peak. Earlier this year, 
Vodafone reported a loss of £13.5 billion 
($19.3 billion), the largest in British cor- 
porate history. Sir Chris was then loudly 
criticised by shareholders over his pay. 

In fact, Sir Chris seems to be going of his 
own accord, head held justifiably high. He 
is unique among telecoms bosses in hav- 
ing survived the industry's boom and bust 
relatively unscathed, and has chosen the 
time of his departure himself. This week's 
news was a surprise. But the timing makes 
sense, because the empire-building skills 
that Sir Chris displayed in the boom are no 
longer what is needed—and he may now 
deploy them more lucratively elsewhere. 

Vodafone's shares are down, admit- 
tedly, but those of rival operators have 
plunged further. The bursting of the tele- 
coms bubble has harmed Vodafone less 
than its rivals. In the boom, its wireless- 
only strategy boosted its shares far more 
than those of stodgy competitors, most of 
which operate both mobile and fixed-line 
networks. Many such firms had to pay 
cash for their acquisitions, as they at 
tempted to transform themselves into 
global operators. Vodafone, however, paid 
with its own highly inflated shares and 
took on less debt. Its massive loss was 
caused by write-downs associated with 
the takeover of Mannesmann, a German 
operator, in 2000. But the underlying busi- 
ness is sound—and it was bought with Vo- 
dafone stock. 

Sir Chris also distinguished himself by 
buying stakes in wireless operators that 
could later be converted into controlling 
interests. Less disciplined rivals ended up 
with rag-bags of minority holdings, 
bought at the top of the market, which 
they have since had to sell at the bottom. 
Of all the firms trying to become global op- 
erators, only Vodafone has succeeded: its 
wireless empire has nearly 108m subscrib- 
ers, in 28 countries, across five continents. 

But it now faces a new challenge: inte- 
grating its separate operations in different 
countries, particularly in Europe, to extract 
the full benefits of its massive scale. It will 
be a difficult transition, requiring a man- 
agement focus on operations rather than 
strategy. Having just failed to grab Cegetel 









from Vivendi, there are no big deals in the 
offing of the kind that Sir Chris so enjoys: 
instead, the next few years of running Vo- 
dafone will involve the managerial grind 
of consolidation and reorganisation. "On a 
personal level, he may just think it's all go- 
ing to be boring from now on,” suggests 
Marina Gibbs of Spectrum, a consultancy. 

Hence the logic of going now. At a press 
conference last year, he was asked when 
he would step aside. He replied that he still 
had some goals he wished to achieve, in- 
cluding boosting "average revenue per 
user" (ARPU), a figure often used to judge 
mobile operators, and increasing the reve- 
nue from data services, which are ex- 
pected to provide much future growth. In 
short, having turned Vodafone into a 
global operator, he wanted to prove that 
his strategy made both sense and money. 

Vodafone's financial results for the 
half-year ending in September provided 
the evidence. Core earnings were up by 
30% compared with a year earlier, and 
ARPU rose slightly too. With the launch in 
October in several European countries of 
Vodafone live!, a bundle of data services 
delivered via the latest colour-screen 
handsets, the firm has established a clear 
lead over its rivals and demonstrated a co- 
herent strategy for migration to "third gen- 
eration" technology in coming years. 

Sir Chris can thus claim to have 
achieved his goals. He must also regard Vo- 
dafone's strong recent performance as a 
forceful riposte to critics of his “fat cat" pay 
package. His successor will be Arun Sarin, 
former boss of AirTouch Communica- 
tions, who reaped financial gains that 
dwarfed Sir Chris's when the American 
operator was bought by Vodafone in 1999. 

Can it be true that, at only 54, he will re- 
tire to watch cricket, his favourite sport? It 
seems unlikely. Perhaps he has political 
ambitions-never has the Conservative 
Party that he joined as a youth needed sav- 
ing more. His deal-making skills and repu- 
tation will ensure that Sir Chris is deluged 
with offers from other firms-particularly 
in America, where there is no chance of 
people complaining that a well-stuffed ex- 
ecutive-pay packetissimplynotcricket. 8 — 
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British Aerospace 


On the defensive 


Britain's defence champion is under fire 


E Capital Group, a bunch of Ameri- 
can investors, piled into the shares of 
BAE Systems (formerly British Aerospace) 
this week, helping them to edge upwards 
after losing nearly half of their (already de- 
pressed) value in the week ending Decem- 
ber 13th. This was not just habitual bot- 
tom-feeding by a value investor. For all the 
fuss about fights with the British govern- 
ment and further write-offs due to trou- 
bled contracts, BAE has a solid business 
base in America, the world's biggest de- 
fence market, a position much envied by 
European rivals such as EADS and Thales. 

BAE, though not a prime contractor in 
America (which would mean taking over- 
all responsibility for complete weapons 
systems), is nevertheless well established 
through its ownership of Tracor and two 
former parts of Lockheed Martin. Its sales 
to the Pentagon rival those to the British 
government. For instance, it is a partner to 
Lockheed Martin on America’s huge F-35 
fighter programme. Indeed, its three big- 
gest shareholders are American. 

Last spring, BAE was even given clear- 
ance by the American government to bid 
for TRW, a defence and space contractor 
that put itself up for sale. But it lost to Nor- 
throp Grumman, in part because its shares 
were so weak. Between May 2001 and this 
November, BAE's share price halved, un- 
der-performing a poor market, before 
crashing once again in December. Inves- 
tors have grown weary of BAE's appetite 
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for repeated write-offs—£1.1 billion ($1.8 
billion) in the past three years—rationalisa- 
tion and contract overruns. 

Further write-offs loom over two con- 
tracts, for Nimrod marine-surveillance air- 
craft and new Astute-class nuclear subma- 
rines. Weary BAE executives, bounced by 
the British government into revealing last 
week that more bad news is pending, 
sense a negotiating ploy to force them to let 
the government off some extra costs run 
up on the contracts. (In Britain, defence 
firms get fixed-price contracts, unlike in 
America, where the government awards 
cost-plus contracts with single figure mark- 
ups for the development of new products, 
but runs open competitions for fixed-price 
production contracts.) Estimated costs to 
BAErange from £300m to £1 billion. 

This has prompted questions about 
management. John Weston, then chief ex- 
ecutive, was forced out last spring when 
Sir Richard Evans, BAE's chairman, re- 
neged on a promise to vacate the board 
chair for him. Instead, Sir Richard became 
an ever-more executive chairman, al- 
though Mike Turner has been appointed 
chief executive. Mr Turner is now busy at- 
tacking the British government, saying it 
should share the risk of big defence con- 
tracts and protect its champion, BAE, from 
foreign competition. It is hard to assess 
whether this will actually help BAE to se- 
cure a crucial British aircraft-carrier con- 
tract when itis awarded shortly. 

British defence procurement is more 
open to competition than any other in Eu- 
rope. BAE now faces competition for the £9 
billion contract to build two aircraft carri- 
ers for the Royal Navy. The French-based 
Thales group is pitching a rival design, 
with most of the work to take place in Brit- 
ish yards. Geoffrey Hoon, the defence 
secretary, has said that he cares less about 
the nationality of the winner than where 
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the work is done. Whether Mr Hoon will 
be ready further to weaken one of Britain's 
few remaining national champions at à 
time when its shares have been beaten up 
remains to be seen. 

There is also growing concern across 
Europe about the number of Eurofighter 
aircraft that will be ordered—BAE is a lead- 
ing partner in that decade-late pro- 
gramme-and about the German govern- 
ment's procrastination over orders for a 
troop-carrying aircraft, to be built by Air- 
bus, of which BAE owns one-fifth. 

Yet unless there are more skeletons to 
emerge from the cupboard, the American 
investors are probably right to bet that, at 
today's prices, BAE shares are cheap. Per- 
haps a change of management would 
make this clearer. There has been plenty of 
off-stage sniping from non-executives anx- 
ious to protect their reputations, especially 
if the latest disclosure of problems raises 
questions about the firm's corporate gov- 
ernance. But it seems that Sir Richard and 
Mr Turner will probably keep their jobs for 
now, if only because it would take too long 
to find qualified replacements. W 





Manufacturing in Europe 


How to make it 


FABRIANO AND NAPLES 
AsFiat crumbles, Merloni is Showing 
the way forward for Italian business 


ISITORS to Fabriano, headquarters of 

Merloni Elettrodomestici, often think 
they are dreaming. Surrounded by moun- 
tains, hampered by poor infrastructure, it 
seems impossible that a world-class man- 
ufacturer can exist there. Yet it does. 

At nearby Albacina, a plant produces 
cookers under Merloni's main Indesit and 
Ariston brands. The production line is flex- 
ible, smoothly moving different products 
in batches as small as one unit. Most pre- 
assembly processes are automated—raw 
steel plates are turned into oven carcasses 
as fast as they can be moved through mas- 
sive pressing and drilling machines. It is a 
similar story at Merloni's plant at Caserta, 
near Naples, where millions of fridges and 
washing machines are produced each 
year. The washing-machine plant is the 
most efficient in Europe, but is about to be 
retooled to become even better. 

In just 25 years, Merloni has become Eu- 
rope's third-biggest maker of fridges, cook- 
ers and washing machines, behind Bosch 
and Electrolux. In 2001, it bought a control- 
ling stake in the British white-goods arm of 
America's GE, including the Hotpoint 
brand. Another American firm, Whirlpool, 
is a distant fourth in the European market, 
which provides one-third of the industry's » 
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» annual global sales of $75 billion. 

The market for white goods remains 
largely regional, thanks to high transport 
costs and different tastes. Merloni has suc- 
ceeded by being a regional champion and 
using a few strong brands to keep its pro- 
duct range manageable. But manufactur- 
ing excellence is its crucial edge. And its 
success offers lessons not just for Italian 
firms, but for all European ones. 

Founded as a family company in 1975 
and floated on the stockmarket in 1987, 
Merloni's success owes much to Vittorio 
Merloni. He started out after inheriting a 
small white-goods firm and buying the 
Ariston brand. Hugely ambitious, he mod- 
elled the firm on two Italian giants: Fiat, be- 
cause it was a family firm that had grown 
huge from a strong domestic base, and Oli- 
vetti, for its technological innovation. 

Merloni grew both organically and by 
acquisition, buying Indesit in 1987, Stinol, 
Russia's top brand, in 1999, and Hotpoint 
in Britain last year. Turnover has increased 
twentyfold since 1980 and will top €2.5 
billion ($2.6 billion) this year. Andrea 
Guerra, chief executive since the start of 
2000, expects it to triple in the next three 
years. Profits rose last year by 76%, to 
€74m; they are up sharply again this year. 
Merloni’s shares have outperformed most 
European rivals this year, rising by 84%. 

Mr Guerra expects Merloni to maintain 
its role as a consolidator, buying market 
share rather than more brands. He points 
out that firms with 10% of Europe’s market 
share in white goods have changed hands 
since 2000, yet Europe’s top four produc- 
ers have only a combined 60% share, com- 
pared with the 90% of their counterparts 
in America. Merloni, with roughly 15% of 
the European market, uses a tried and 
tested two-year timetable to integrate ac- 
quired firms. Choosing wisely may matter 
even more. Merloni bought Hotpoint in 
Britain, but walked away from Brandt in 
France, believing the group to be too com- 
plex and troubled. It would do a deal in 
America only if it could buy a leading firm 
at a price that brought instant returns. 

Fiat might be in less trouble today had it 
shared Merloni's enthusiasm for research 
and development. Mr Merloni was à pio- 
neer in the use of electronics and software 
in domestic appliances. Merloni can con- 
nect machines to a service centre via a 
phone line, making possible off-site bill- 
ing, testing and the dispatch of an engineer 
who knows what needs fixing in advance. 

Fiat might also have done better to stick 
to its core business. Mr Merloni believes it 
would be fatal to be distracted from his 
firm's focus on white goods. (A family 
holding company oversees unrelated in- 
vestments, notably in energy.) Fiat diversi- 
fied way beyond cars, spanning tractors to 
financial services. No wonder its main 


business suffered. 
Adavlani alen chaure how familv firms 
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can defy the factors that often limit their 


growth. Ittakes courage and planning. Cru- 
cially, Mr Merloni, who is still chairman, 
successfully handed executive power to 
professional managers in 1997, in the pro- 
cess easing his children out of positions in 
the firm. He describes Merloni as a family 
public company. The family, which still 
has control, puts the interests of the firm 
first. As Merloni grows, they claim to ac- 
cept that they may have to give up control 
and become mere passive investors. 

Merloni has tried to anticipate market 
trends, sometimes a bit too eagerly. It was 
early into Russia and Eastern Europe, suf- 
fering when those markets crashed in the 
late 1990s. Yet it is unrepentant, arguing 
that these places will eventually provide 
abundant customers as well as a base for 
more manufacturing. 

Already Merloni has closed two plants 


Club Méditerranée 


Beached 


in Western Europe, one in Italy, the other in 
Portugal. Mr Guerra says that Eastern Eu- 
rope is fast meeting the benchmark for in- 
dustrial quality. In a business with wafer- 
thin margins, Eastern Europe's labour 
costs are crucial. An hour of labour in Italy 
costs €19, and in France €30: the equiva- 
lentin Polandis €2. 

Some of that cost differential could be 
offset by higher productivity and greater 
labour flexibility in western countries. But 
the reforms that are needed seem far off. In 
Italy, Merloni, despite its unusually good 
labour relations, cannot mirror in its pro- 
duction cycle the highly seasonal demand 
for fridges and freezers. So far, unlike Fiat, it 
has not been held back by such rigidities. 
Butin future it will face more pressure to lo- 
cate where the bestvalue workers are. 
Without labour-market reform, ultimately 
that might even mean quitting Italy. 8 


The fragile Agnelli empire dispenses with another chief executive 


FTER the drama last week of the res- 
ignation of Gabriele Galateri, chief 

executive of Fiat, the car firm owned by 
the Agnelli family, the departure on De- 
cember 16th of Philippe Bourguignon, 
boss of Club Méditerranée, was anti-cli- 
mactic. After months of increasingly 
acrimonious relations with the Agnellis, 
Club Med's biggest shareholder, Mr 
Bourguignon quit after announcing 
losses of €62m ($57m) in the latest fiscal 
year. He offered little explanation, be- 
yond saying that he was a “man of 
ideas", seemingly no longer a quality 
needed at Club Med. 

In fact, the Agnellis were no longer 
backing Mr Bourguignon's expensive 
drive to transform Club Med into a 
diversified leisure group. Instead, with 
typical Euro-elite clubbishness, the firm 
that once pioneered upmarket beach-re- 
sort holidays will be run by Henri Gis- 
card d'Estaing, son of Valéry Giscard 





The loneliness of the Club Med DJ 


d'Estaing, a former French president. 

The Agnellis had hoped that Mr Bour- 
guignon would transform Club Med's 
loss-making empire of over 100 holiday 
resorts in 36 countries, just as he had 
transformed Euro Disney, whence they 
hired him in 1997. At first he did, by fo- 
cusing on the core brand, cutting costs, 
renovating potentially profitable resorts 
and closing chronic loss-makers. 

But he then started to diversify, add- 
ing urban leisure parks (Club Med 
World) and sports clubs (Club Med 
Gym) to the mix, and seeking to cross- 
sell them to clients of Club Med resorts. 
Despite offending the German ambassa- 
dor in Paris with disparaging comments 
about vulgar German tourists, in 2001 
he went after the sun, beer and sea mar- 
ket, disastrously launching Oyyo vil- 
lages for 18-30-year-olds. Of these, only 
Club Med Gym makes money so far. 

Mr Bourguignon also failed to revive 
Club Med's villages in the Americas, 
which accounted for €40m of last year's 
losses. Americans prefer Sandals, an 
American chain of holiday resorts in the 
Caribbean, says Arnaud Frerault of So- 
ciété Générale Securities in Paris. Unlike 
Club Med, Sandals' definition of all-in- 
clusive embraces free drinks. 

There has been speculation for 
months about a possible sale of Club 
Med, especially as Gianni Agnelli, the 
family patriarch, is ailing and there is an 
urgent need to focus on saving Fiat. But 
to sell now, when the price would be 
lousy, might suggest that the Agnellis 
were genuinely losing their nerve. 


As data centers become more complex, there are two choices: 

Create computers that are simpler to manage. Or convince 

one out of every two college graduates to become a systems 

administrator. A simpler way is at SUN. COM/WHYNOT microsystems 
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WHY NOT MAKE 
COMPUTERS 
MANAGE THEIR OWN 
COMPLEXITY? 
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Is Steven Spielberg right to fear technological change in the mo 





€€T AM a Luddite!” declared Steven Spielberg after a recent pre- 
view screening of his film, "Catch Me If You Can", which 
opens on December 25th. Digital cinema, he insisted, was not 
the revolution around the corner that its apostles proclaim: that 
world was still as much as 20 years away. In ten years, he con- 
ceded, digital projectors might sit alongside mechanical ones in 
cinemas—but there would still be old-fashioned infrastructure to 
satisfy directors like himself who love the look of 35mm film. 

Few directors make hits ("ET", “Jaws”, “Saving Private Ryan" 
and so on) as consistently as Mr Spielberg. As a Hollywood mo- 
gul, he also embodies one of two competing visions about how 
movies will be watched in future. Mr Spielberg shudders at the 
notion of atomised viewers calling up a film on their laptops at 
the touch of a button, home and alone. A romantic, as his pet 
cinematic themes of fantasy, escapism, discovery and redemp- 
tion show, Mr Spielberg prefers the idea of strangers huddled to- 
gether in the dark, watching a flickering image on the screen. 

The alternative vision belongs most famously to George Lu- 
cas, a champion of digital cinema, who helped to inspire Mr 
Spielberg's film-making craft in the 1960s. His voice is powerful, 
too: when he urged cinemas to show “Star Wars: Episode Two— 
Attack of the Clones" on digital screens, the industry jumped. 
The big studios agreed to set up a consortium to look into digital 
quality-standards. Digital, say its advocates, does not squelch 
artistry, but creates new visual options (think of "The Blair 
Witch Project", and, because the recording equipment is 
cheaper, does so for a wider movie-making population. 

But what is it that Mr Spielberg really objects to? The advent 
of digital distribution does not, in itself, threaten his power in 
Hollywood. For artists, it is not a disruptive technology, as sound 
was in the late 1920s, when an entire generation of movie-stars 
suddenly found themselves jobless. His objection, rather, is truly 
Luddite: it is to the idea that this technology represents progress 
at all. The digital moving image, unblemished by scratches, 
hairs, burn holes or splice marks, may mesmerise techies, but 
purists such as Mr Spielberg believe that it robs movie-making of 
its artistry. He makes lavish use of computer-generated special 
effects, but he still passionately prefers the look and feel of cellu- 
loid film. Indeed, his most recent films, such as “ar” and “Minor- 
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ity Report", betray a profoundly ambiguous, if not sceptical, 
attitude to all technological change. 

In an entertainment industry increasingly shaped by digital 
technology, can even such an influential figure as Mr Spielberg 
really defy digital? Remarkably, the technology in cinemas is es- 
sentially unchanged since the 19205. Film distribution is labori- 
ous and costly. Each cinema needs a print of the film, made from 
a master negative, costing some $1,000-2,000 apiece and weigh- 
ing 15-20kg. Each print must be delivered in its metal canister by 
courier to the cinema, where the reels are spliced together, 
spooled on a platter and fed through the sprockets of a film pro- 
jector. And after all that effort, film fades with use. 

Stored digitally, by contrast, a movie does not deteriorate. 
Digital cinema cuts distribution costs, as each movie can be 
beamed instantly via satellite around the world. It makes it eas- 
ier to manage capacity in theatres: a popular film can simply be 
shown on more screens, avoiding the rush to obtain extra film 
prints of a surprise hit. And it opens up new revenue streams for 
cinema-owners, such as concerts or sports matches beamed live 
via satellite. In sum, the studios in America could, by going digi- 
tal, save $1 billion and reap extra revenues of up to $800m a year, 
according to a study by Booz Allen Hamilton, a consultancy. 

Yet Mr Spielberg is not alone in his Luddism. His attitude hap- 
pens for now to be aligned with the interests of the big studios, 
which own most of the distributors. They are reluctant adher- 
ents to digital, partly for fear of piracy. Long after the record in- 
dustry was shaken by Napster, the studios have only just begun 
to test the rental of digital movies downloaded from the Internet, 
via a new site, Movielink. But it takes hours to download a single 
movie; and the studios will jealously keep new releases well 
away from the site until they are also out on video. 


From the Jaws of victory 

The main ally of Mr Spielberg's Luddite band is the dismal sci- 
ence. The long-term economic case for digital is strong, but today 
the movie business is driven by short-term economics. Digital 
cinema is available on fewer than 100 of the 36,000-0dd screens 
in America, because of the high initial cost of investment. Today, 
cinema distribution is based on a high variable cost-the more 
screens that show a movie, the more it costs—whereas digital cin- 
ema requires a big initial capital outlay, after which the cost of 
additional distribution is close to zero. It would cost $5 billion-7 
billion to go fully digital in America, reckons Booz Allen. 

But a tipping point is likely to arrive when digital becomes 
economically irresistible. Equipment costs have fallen by half 
since 1998; they probably need to halve again. Firms with satel- 
lite networks to exploit will also make it more worthwhile for 
the movie industry—such as Boeing, which has already installed 
nearly 30 digital cinema-screens that use its communications in- 
frastructure and satellite distribution system. 

History suggests that Luddites eventually lose. In the 19th 
century, publishers resisted the phonograph, claiming that it 
would destroy sales of sheet music, just as the phonographic in- 
dustry later feared radio. Neither proved any more correct than 
Hollywood's worry a century later that home video would kill 
cinema-going. Rock stars grumbled about the shift from vinyl to 
CD, but got over it. Film-makers may be addicted to celluloid— 
which Mr Spielberg once dubbed a more “expensive habit” than 
heroin-but the day will come when there are no flickering 
screens, no hairs, no dustmarks. Indeed, no more film. m 


Christmas special 


Working out is painful and boring. So why bother? 


A AN hour when he would usually 
prefer to be asleep, your correspon- 
dent drags himself into an La Fitness gym 
in north London. In the changing room, he 
finds a reassuringly fat man forlornly 
weighing himself; but the other early birds 
wrestling with the weights machines look 
dauntingly fit and expert. Nursing a mild 
hangover and grave doubts about his vo- 
cation, he prepares to meet his nemesis. 

His nemesis is an affable personal 
trainer, who is initiating him into the cult 
of the gym. Questioned about his exercise 
regime, your correspondent mumbles 
something about playing soccer from time 
to time. The instructor is not impressed, 
and introduces him to a series of contrap- 
tions that look like instruments of torture. 
The new boy and the step-trainer do not 
see eye to eye. After much sweating and 
huffing, the instructor estimates that it will 
take six months for the novice to get into 
shape, if he eats healthily and sticks to 
mineral water. The pupil makes his ex- 
cuses and leaves just before the "fat 
burner" class begins; the trainer amicably 
promises to take the relieved smile off his 
face if he showsitin the gym again. 

This humiliating ordeal is of course fa- 
miliar to millions. It will soon be familiar 
to many more: the busiest time for gym re- 
cruitment is just after Christmas, when 
seasonal gluttony and optimistic new- 


year resolutions impel the slothful to take 
drastic action. The other bumper recruit- 
ment times tend to be just before the sum- 
mer holidays (for which people want to 
look nice) and just after them (when they 
realise that, alas, they didn't). 


The fit and the saved 

The modern gym craze grew out of the aer- 
obics fad of the 1970s and 1980s. In Britain, 
the industry really took off in the 1990s, 
when private companies entered a market 
that had previously been dominated by lo- 
cal councils. Membership of private Brit- 
ish gyms, and their revenues, more than 
doubled between 1996 and 2001, accord- 
ing to the International Health, Racquet & 
Sportsclub Association (IHRSA). The lead- 
ing gym franchises have rapidly become 
fixtures in high streets and shopping ar- 
cades. The La Fitness chain, for instance, 
one of the country's most successful, was 
founded in 1996 and will, according to 
Fred Turok, its chief executive, have 73 out- 
lets by July 2003; the (relatively modest 
average monthly fees are currently £38 
($58). Likewise, gym revenue in Germany 
has almost quadrupled in a decade. 

But the beefiest market by far is in 
America. There are three times as many 
health clubs in America as there were 20 
years ago; around 13% of Americans were 
members atthe last count, and many more 


attend casually. Companies hoping thz 
the odd work-out will improve their e 
ployees' productivity and perhaps contai 
their health-insurance bills, along w 
growing numbers of older recruits, h 
helped to sustain the boom. All this re 
sents quite a big change in how peop 
rich countries~particularly the young ani 
affluent-spend their time and money. . 
To anthropologists of the future, how- 








ever, the gym boom may look as much like 


a sinister cult as a commercial triumph. 


Gym-going, after all, has all the basic linea- 
ments of a religion. Its adherents are moti- 
vated by feelings of guilt, and the urge to 
atone for fleshly sins. Many visit their 
places of worship with a fanatical regular- 


ity: a third of LA Fitness members, for in- 


stance, go virtually every day. Once there, 


believers are led by sacerdotal instructors, 


who either goad them into mass ecstasy .. 


during aerobics classes, or presideoverthe.— 


confessional tête-à-tête of personal train- — 


ing. Each devotee has his own rituals, 


though most rely on the principles of self- c 
mortification and delayed gratification. 


The extremist cult of body-building, 
whose Mecca is Gold's Gym in Venice, 
California, has become a mass movement. 

After escaping from a brush with the 
horizontal leg press, the question that trou- 
bles this slobbish journalist is: why? What 
inspires the armies of devout body-wor- 
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time and cash to the cultivation of their bo- 
dies. The word “gymnasium” comes from 
e Greek word gumnos, meaning “na- 
ked”, which is how many ancient Greeks 
practised wrestling, boxing and running in 
their gymnasia (or palestra. Gymnasia 
.. were part of Plato's ideal city; the Romans 
|. inherited this corporeal preoccupation 
from the Greeks. Ancient gyms shared 
some features with their modern equiva- 
- lents: for instance, well-heeled exercisers 
could engage the services of the classical 
"version of personal trainers. There was a 
. .. fair bit of ogling. But one essential differ- 
- . ence was that one of the purposes of gym- 
"attendance was to prepare young men for 
.... war;it was essential for the warrior classes 
in martial societies such as ancient Sparta. 
c Conventional religiosity motivated a 
gth-century form of body-worship. 
hristianity had traditionally regarded the 
ody as something of an embarrassment, 
but with the Victorian rise of “muscular 
Christianity”, looking after the body be- 
came a way of worshipping the creator. 
Christian gentlemen were obliged to at- 
tend to their muscles as well as to their 
minds. Exercise was also embraced to 
quell the unruliness of poor, urban 
ouths, who were shepherded into boxing 
ubs. And it answered worries about the 
urdiness of the national gene pool, 
which was required to generate enough 
able-bodied young men to govern an em- 
pire. So the cult of the body spilled out of 
public schools and into the slums (and 
across the Atlantic to America). 
. Unfortunately, these precedents offer 
little insight into the motives of today's 
-mostly civilian, often godless gym-goers. 
‘But there is one concomitant phenome- 
‘non that might supply an obvious ex- 
planation for the rise of the fitness religion: 
-.. fat. The exercise boom has coincided with 
an epidemic bulge in waistlines in many 
- rich countries: an astonishing number of 
Europeans and Americans are either over- 
` weight or obese. So perhaps gym-atten- 
<< dance can be explained as a logical conse- 
- quence of gluttony—a prophylactic or rem- 
.. edy for fatness in particular, and a sensible 
- way to stay healthy in general? 
~~ One problem with this neat explana- 
tion, as a visit to almost any gym will re- 
veal,is that most gym-goers are already de- 
pressingly svelte. According to Mintel 
International, a British market-research 
firm, more people visit gyms to tone up 
than to lose weight. As one personal 
trainer confides, fat people are generally 
— too self-conscious to subject themselves to 
comparison with the flabless forms of 
-most gym users (though some clubs are at- 
tempting to entice the shy with euphemis- 
tically named "beginners' sessions”). Soci- 
ety, it seems, is becoming polarised 
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g- machine acolytes are | 
the gym is not always the place to find it. 
Cardio-vascular exercise has undeniable 
benefits. (The calculation made by one 
waggish sceptic—that the amount of time 
exercise adds to a life is approximately 
equal to the amount of time spent exercis- 
ing, yielding a net gain of zero—is no doubt 
unreliable.) Working out can, says Jeremy 
Shearman, a specialist in exercise psychol- 
ogy at Britain's University of Essex, have 
wider benefits, including increased pro- 
ductivity. However, gyms are quite often 
bad for their devotees' health. That is 
partly because, as in any gold rush, some 
unscrupulous entrepreneurs have cut cor- 
ners on staffing, and regulations have 
evolved belatedly. So, in Britain, there is no 
industry-standard qualification for fitness 
instructors, who often boast only one of 
many more or less bogus diplomas, or 
none at all. Some inflict cruel and unusual 
punishments on their flocks. Even adher- 
ents of sedate sub-cults such as yoga are li- 
able to have their limbs damagingly con- 
torted by maverick instructors. 


Jonathan Betser, an osteopath in Har- 
ley Street, London, says he spends much of 
his time treating back problems and neck 
strains incurred by gym-users who have 
been badly advised or are over-ambi- 
tious-compensating for their sedentary 
jobs with lunatic and damaging work- 
outs. Others concentrate too much on im- 
proving one particularly beloved muscle 
and end up with dangerously imbalanced 
bodies. The peak time for such self-in- 
flicted injuries, Mr Betser says, is (be 
warned) during the penitential January 
rush. 


The sweat and the stupor 

Whatever they do to the body, gyms are 
certainly numbingly bad for your mind. 
This is not simply the partisan judgment of 
a self-vindicating slob. The biggest pro- 
blem the fitness industry faces is retaining 
club members, who, when their original 
zeal wears off, get bored with all the lonely 
and repetitious rituals. To combat the 
threat of boredom, gyms have installed 
distracting televisions and (in the posher 
ones) Internet connections to entertain the 
Sisyphean toilers on bikes and rowing ma- 
chines. Most chains have devised zany- 
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and soon. | 

At the plusher end of the market, the 
techniques deployed against boredom are 
much more elaborate. After a generous re- 
covery time—and a more substantial lunch 
than was technically advisable—this corre- 
spondent subjects himself to one such 
elaboration at the Third Space, a swanky 
gym in Soho. With membership costing 
around £1,000 a year, the Third Space is 
not quite London's priciest outfit, but is 
probably its most chic. He heads for the 
club's full-sized boxing ring for an hour's 
instruction with Martin, a charismatic and 
patient professional light welterweight. 
Martin assures him that learning to box isa 
good way to get fit (the possibility of con- 
cussion notwithstanding), and one which 
is surprisingly popular with women. Mar- 
tin doesn't seem to mind-or perhaps he 
doesn't notice-when his pupil breaks a 
promise to go easy on him, accidentally 
biffing him on the chin. Martin graciously 
allows that your correspondent could in- 





deed be a contender, though suggests he 
comes down afew weight divisions before 
turning professional. — "s 

The boxing ring, which hosts regular 
“fight-club” nights for emasculated city 
and media types, is—says Ollie Vigors, a co- 
founder of the Third Space~one of the. 
ways in which the gym tries to differen- 
tiate itself, and keep its visitors enter- 
tained. Mr Vigors includes bowling alleys 
and bars, as well as other gyms, among his 
competitors. Other features designed to 
give the Third Space the edge include an al- 
titude-controlled running chamber; a re- 
duced-chlorine swimming pool in which 
members can learn to scuba dive; a climb- 
ing wall; and the opportunity to be sere- 
naded by Djs or (on Sunday mornings) a 
gospel choir while you work out. There is 
also on-site alternative therapy, including 
“neuro-linguistic programming" and other 
offerings from the outer reaches of medi- 
cine and the English language. 

Many American gyms, especially those 
in New York, have devised even more un- 
likely and exotic novelties to dispel the 
danger of somnolence. In. New York's 
gyms, experimental exercisers can work- 
out by pretending to be fire fighters; partici- » 
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pate in a “striptease aerobics” class (not an 
activity likely to appeal to beginners); or 
engage in the oxymoronic “bootcamp 
yoga". Rick Caro, who founded the rHRSA 
and now runs Management Vision Inc, a 
specialist American consultancy, says that 
as the fitness business becomes more com- 
petitive—and with mini-gyms opening in, 
among other places, airports and shop- 
ping malls-more and more facilities are 
carving out specialist niches for them- 
selves. Mr Caro believes that group work- 
outs are one of the best ways to counteract 
boredom (partly because wavering partici- 
pants can see that some other people are in 
a worse shape than they are). 

So what, this sweating scribbler contin- 
ues to ask himself, are the compensations 
of a pastime whose physical benefits are 
variable, and which is so dull that all man- 
ner of improbable hybrids and gimmicks 
have to be invented to keep people at it? 
Why do hordes of already-fit people de- 
vote so much of their time to such a boring 
and self-punitive pursuit? Most other 
forms of entertainment that have evolved 
with mass affluence—such as, say, the rise 
of foreign holidays—are more obviously 
enjoyable. Indeed, one standard critique 
of Anglo-American capitalism argues that, 
ata certain point, the puritanism that origi- 
nally sustained it evaporated, to be re- 
placed by a callow and self-indulgent he- 
donism; whereupon pleasure replaced 
graft as capitalism's ultimate good. What 
explains this masochistic anomaly? 


Help thou my unbelief 

Perhaps the answer lies in the access gyms 
offer to gaggles of lithe and scantily clad (if 
not entirely gummos) strangers. Many 
gyms are indeed designed with plenty of 
glass and mirrors to facilitate mutual ad- 
miration. As Tris Reid-Smith—editor of the 
Pink Paper, a gay British weekly—says, 
there are some gyms that attract large 
numbers of “muscle Marys” or “gym bun- 
nies”, as stereotypically muscle-bound gay 
men are known among their peers. 

In some of these, gratification is not al- 
ways exactly delayed. But the etiquette in 
most gyms, and the strict concentration on 
personal salvation that prevails, precludes 
much in the way of flirtation. Most of the 
admiration is of the narcissistic variety (it 
is the men, fitness instructors report, who 
are especially besotted by the mirrors). 

Changes in the structure of relation- 
ships outside the gym may be part of the 
explanation: the increased likelihood of 
divorce and separation may have per- 
suaded attached people, unconsciously or 
otherwise, that they ought to stay in shape, 
just in case. Along with the growing de- 
mand for male-grooming products, gym 
attendance among men may also reflect 
the growing power of women in the sin- 
gles market: more and more men are now 
afflicted by the same sort of bodily anxi- 


eties that women have endured for de- 
cades. (A contrary explanation is that the 
emasculation wrought by women’s gains 
at work and home has driven some mento 
fall back on muscular notions of masculin- 
ity.) Perhaps, for both sexes, muscles have 
come to signify prosperity, just as a suntan 
used to be the mark of an agricultural la- 
bourer but now denotes wealth. 

Explanations based on the potential re- 
wards of swelling biceps and flat tummies 
assume that, at some level, gym-going is 
motivated by the rational pursuit of happi- 
ness. According to a more pessimistic 
view, going to the gym is not pleasurable 
(however indirectly) but pathological. Oli- 
ver James, a clinical psychologist, thinks 
that the fitness cult is part of a wider pat- 
tern of self-flagellation, induced by the 
drawing of comparisons with inappropri- 
ate role models. More and more people 
feel inadequate, he believes, because the 
standards by which they judge themselves 
are the visions of perfection purveyed by 
seemingly benign television programmes 
such as “Friends”. Meanwhile, too many 
people fail to derive any solace from com- 
parisons that are flattering to themselves, 
such as with the fat man in the changing 
room. 

The result is an “horrendous perfec- 
tionism” which, Mr James believes, pre- 
vents people from enjoying the fruits of 
their affluence. Few will take this “horren- 
dous perfectionism” to the same extreme 
as did Yukio Mishima, a celebrated Japa- 
nese novelist who, after building a splen- 
didly buff torso from years of pumping 
iron, committed hara-kiri rather than grow 
old and ugly. But still, Mr James speculates 
that for every person who goes to the gym 
for a legitimate health reason, many more 
are engaging in low-grade attacks on their 
bodies, which, in most cases, are already 
absolutely fine. An extreme form of this 
can be found among bodybuilders, some 
of whom suffer from a pathological belief 
that they are puny. According to research- 


ers in Melbourne, “muscle dysmorphia” 
(or "bigorexia"), as the delusion is known, 
often leads sufferers to exercise obses- 
sively and gobble steroids. 

There is some evidence to support the 
view that working out, and other forms of 
body-anxiety, may be sicknesses of afflu- 
ence—driven by unreasonable and un- 
achievable expectations about where the 
rowing machine can take you. One per- 
sonal trainer confides that, whenever a cli- 
ent successfully hardens or tightens one 
targeted part of the body, he or she invari- 
ably moves on to the improvement of an- 
other part. Research suggests that twenty- 
somethings are more dissatisfied with 
their bodies than anybody else, when, in 
fact, they tend to be in the best condition. 
Anxieties about body-shape, epidemiolo- 
gists in Canada have found, are most prev- 
alent in affluent areas. On this analysis, go- 
ing to the gym will only make things 
worse, condemning users to an endless 
and destructive cycle of perfectionism. 

A slightly less depressing possibility is 
that the appeal of the gym cult lies in the 
structure of religion itself. Perhaps hedo- 
nism is losing its lustre, and rich western- 
ers once again crave the shape and stric- 
tures, however masochistic, that orthodox 
religion once supplied. Like Christian sal- 
vation, the holy grails of gym-goers may 
be distant and unattainable, and the paths 
towards them painful, but the rules and 
routines that their pursuit involves seem to 
provide comfort to a new and growing 
breed of secular puritans. 

In the end, gym-attendance, like most 
popular religions, probably has something 
to do with fear of death and the quest for 
immortality-as if a well-toned body 
could somehow stave off the day of judg- 
ment. Which, unfortunately, is just an- 
other way in which itis liable to lead to dis- 
appointment. Gyms may not actually be 
bad for most people who go to them; but, 
as a wise man once inquired about hard 
work, why take therisk? m 
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Finance . 


French banking 


Farmers' folly 


PARIS 


Crédit Agricole's high bid for Crédit Lyonnais shows muscle, but no discipline 


Ce Parisian bankers tend to snigger at 
executives from Crédit Agricole, a big 
mutual bank that serves mainly France’s 
farmers and craftsmen. Their suits are rus- 
tic, says one, and their ties often clash with 
their shirts. To do business with them you 
have to eat and drink your way through 
four-hour banquets. 

Since Crédit Agricole launched an 
agreed €19.5 billion ($20.1 billion) bid for 
Crédit Lyonnais, France's sixth-largest 
bank by assets, this week, rivals have been 
mocking its judgment too. To head off the 
advances of another suitor, BNP Paribas, 
France's biggest bank, the mutual has of- 
fered a very high price. If the merger comes 
off, it faces a struggle to take costs out of the 
combined bank and rebuild its credibility 
with investors. BNP Paribas may yet make 
a counter-bid. Either way, the tussle over 
Crédit Lyonnais is likely to trigger more 
mergers among French banks. 

Most damaging of all to the pride of 
Crédit Agricole is the fact that it could prob- 
ably have had Crédit Lyonnais for less. It 
had refused to pay the government the 
price it wanted—€44 a share—for the state’s 
10.9% holding. When the finance ministry 
called a snap auction for the stake at the 
end of November, BNP Paribas unex- 
pectedly carried it off. Crédit Agricole’s fi- 
nance director, Gilles de Margerie, called 
the price BN» Paribas paid “strato- 
spheric"—€58 a share, nearly 50% more 
than the market price at the time. But be- 
cause it let another bank in, Crédit Agricole 


has now had to bid a mere two euros less. 
Why did the farmers mess up? Al- 
though Crédit Agricole has a central body 
and a stockmarket listing, it is controlled 
by its 45 regional banks. Some have long 
opposed a merger with Crédit Lyonnais. 
They made sure that Crédit Agricole re- 
fused to pay the government's asking price 
and low-balled in the auction. In 1990, Cré- 
dit Agricole’s central body lost a billion 
French francs of the regional banks’ 
money on investments overseas, includ- 
ing in Britain’s Polly Peck. That has left 
them suspicious of their central office’s de- 
signs. A rival banker believes that some 
folk at Crédit Agricole regard Crédit Lyon- 
nais as just “an expensive ballerina.” 
Despite the appearance of backing 
from the regional banks for the Crédit Ly- 
onnais bid, there is dissent about how the 
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banks should fit together. That could 
der cost savings. Two regions, inclui 
Paris & Ile-de-France, have not con 
to the bid. Edouard Esparbes, head of P 
& Ile-de-France, worries that his net 
will be dominated by Crédit Lyonn 
competitor. The banks plan to keep the 
two retail networks separate, and both w 
retain their commercial autonomy. Th 
will not work, bankers say. “Will Crédit 
onnais be allowed to open a new branch 
next to Crédit Agricole?" asks one. di 
If Crédit Agricole succeeds in buyin 
Crédit Lyonnais, the regional banks 1 
soon start another debate: whether 
Agricole should keep moving awa’ 
its roots as a mutual and become, in 
a listed bank like pnp Paribas and So 
Générale. On the basis of its bid,.C 
Agricole's listed central body, Crédit Agr 
cole sa, would buy Crédit Lyonnais with 
the financial backing of the regional banks 
as well as a new issue of shares. The r 
gional banks’ stake in the central bod 
would fall from over 70% to 52%. 2 
The next step away from mutuality 
would be for this holding to fall bel 
50%, and for the listed vehicle to take a 
greater share of the profitable retail-bank 
ing business of the regional banks. It now: 
has 25%. Such a shift would make Crédit 
Agricole SA shares far more attractive. 
Many of the regional banks would oppose 
such a move for political and social rea 
sons, although it will be difficult for ou 
side shareholders to divine their views. 
Trying to understand the way the regiona! 
banks make decisions, says the chairman 
of another French bank, is like studying 
fossils. a 
BNP Paribas’s argument for a counter- 
bid for Crédit Lyonnais would be the 
greater cost savings it thinks it could wring 
from a merged bank: over €1 billion, 
against Crédit — Agricoles promised 
€760m-which some analysts conside 
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> too optimistic. Because BNP Paribas's retail 
network is centralised, like that of Crédit 
Lyonnais, savings would come more easily 
than for Crédit Agricole, whose regional 
banks have their own separate infrastruc- 
tures. And, because a large number of 
French bank staff will retire in the next few 
years, BNP Paribas would have a one-off 
chance to cut labour costs without forced 
redundancies. Crédit Agricole, on the 
other hand, says it will leave the two retail 
networks alone and get most of its savings 
from corporate and investment banking. 
When BN? Paribas snapped up the gov- 
ernment's stake in Crédit Lyonnais, says 
Guillaume de SaintSeine, a banker at 
Schroder Salomon Smith Barney in Paris, 
“the band started up, and it will not play 
only one tune." There are scenarios be- 
sides, and beyond, that of Crédit Agricole 
carrying off its target. Michel Pébereau, the 
predatory chairman of BNP Paribas, may 
well bid, especially if his bank's shares re- 
cover further from their fall after the auc- 
tion. If he does, Société Générale might 
then attack BNP Paribas, its old enemy. If, 


on the other hand, Mr Pébereau decides to 
leave Crédit Agricole to overpay for Crédit 
Lyonnais, he could renew his overtures to 
Société Générale, which he tried unsuc- 
cessfully to take over in 1999. 

The wider lesson of Crédit Agricole's 
pursuit of Crédit Lyonnais is that there is 
still domestic capacity to eliminate before 
European banks start thinking about merg- 
ers across borders. In Germany, a flirtation 
between two big institutions, HypoVe- 
reinsbank and Commerzbank, has been 
gossiped about for weeks. Although banks 
are concentrated in Britain, Spain and the 
Netherlands, those of France, Germany 
and Italy need to rationalise at home be- 
fore venturing abroad. 

Executives at Société Générale, who 
would like a merger partner abroad, noted 
that no foreign banks bid in the auction for 
the government's stake in Crédit Lyonnais, 
although the finance ministry got calls 
from banks in Spain and elsewhere. Bank 
consolidation across European borders, 
though long-awaited, still seems some 
way off. m 





American exchanges 


Market failure? 


NEW YORK 


NASDAQis struggling to avoid becoming yet another victim of the new economy 


COT by one, the leading participants in 
the stockmarket bubble are being 
squeezed, often to death. First, it was high- 
flying companies. Then it was their bosses. 
Now it is the turn of the high-tech NAs- 
DAO stockmarket. 

On December 13th, after a report in the 
New York Post, NASDAQ issued an indig- 
nant statement. Yes, it admitted, its chief 
executive, Hardwick Simmons, would be 


Reversal of fortune needed 


replaced after March 2003. But, it asserted, 
this transition had long been planned and 
was entirely routine. That might have been 
wholly believable but for the non-routine 
problems that are becoming increasingly 
apparent. 

NASDAQ's lightly traded shares have 
lost one-third of their value since they be- 
gan trading last summer, and its competi- 
tive position is eroding in an industry in 





which conditions are difficult enough in 
any case. There has been little enthusiasm 
for its new trading system, known as Su- 
perMontage, which began to be rolled out 
in October and is now able to handle 
transactions in all listed shares. Other am- 
bitious ventures are also falling apart. 

It is hard to blame any of this on Mr 
Simmons, a bright executive with a rare 
ability to be candid. His sin was to inherit 
his job in early 2001. At the time, the tech- 
nology stocks that had made NASDAQ à 
byword for success were collapsing, caus- 
ing a cascade effect. Numerous companies 
trading on the exchange went bust, and 
initial public offerings dried up. Healthy 
companies deserted in droves to the New 
York Stock Exchange. 

To make matters worse, the strategy 
launched by Mr Simmons's predecessor, 
Frank Zarb, has been unravelling. Mr Zarb 
arrived in 1997 to clean up a trading scan- 
dal and departed four years later with a 
multi-million-dollar severance package 
dripping with perks and a reputation that 
causes his name to pop up every time a se- 
nior economic position in government be- 
comes available. The American Stock Ex- 
change, acquired in 1998, is back on the 
block, having been first poorly integrated 
into NASDAQ and then ignored. Efforts a 
year later to build NASDAQ into a global 
trading network through ventures in Japan 
and Europe have failed. The Japanese ven- 
ture was recently abandoned and the 
European one has yet to prove viable. 

Other initiatives remain half-born. At 
the beginning of 2000, a plan was an- 
nounced to split NASDAQ from the Na- 
tional Association of Securities Dealers 
(NASD), its regulatory arm. A partial sale 
was arranged, but the Securities and Ex- 
change Commission has not approved an 
independent NASDAQ as an exchange. So 
the NASD remains a reluctant ward and a 
full public offering is on hold. 

NASDAQ's most important initiative, 
because it is most closely tied to the ex- 
change's core business, was the creation of 
SuperMontage. It was intended to consoli- 
date all orders from market makers and a 
growing horde of tiny, entrepreneurial 
competitors known as electronic commu- 
nication networks (ECNs). 

Initially, SuperMontage was thought to 
be an ECN killer, but the minnows lobbied 
the sec adroitly. Its approval was delayed 
several times and numerous efficiency- 
sapping constraints were placed onit. Asa 
result, it has won only limited acceptance 
and may never be the dominant force 
NASDAQ hoped. “There is nothing wrong 
with the technology,” says Benn Steil, of 
the Council on Foreign Relations. “They 
built a platform that everyone can use but 
critical players don't want to support it." 

Among the toughest competitors is a 
particularly large ECN formed out of two 
others, Instinet and Island, that played a » 





* role in saddling SuperMontage with limi- 
tations, and then opted out because its 
own systems were less restricted. Another, 
Archipelago, now NASDAQ's largest cus- 
tomer, will soon leave it as well. No doubt 
NASDAQ will want Mr Simmons's succes- 
sor to be a match for the ECNs in dealings 
with regulators. 

One reason why regulators may hesi- 
tate to help NASDAQ out is that the pres- 
sure on the exchange has done wonders 
for the internal dynamics of its markets, if 


Japan's distressed-asset industry 


Vulture's-eye view 


MIYAZAKI 


not for NASDAQ itself. According to 
Plexus, a data-analysis firm, the once glar- 
ing price discrepancies in shares traded on 
both NASDAQ and the New York Stock Ex- 
change have been largely eliminated, par- 
ticularly for sophisticated institutional 
customers. Liquidity is a stockmarket's 
lifeblood. So it is essential for NASDAQ 
that SuperMontage gains and holds a large 
share of trades. If it does not, and the costs 
of trading through NASDAQ rise, the con- 
sequences could be serious. m 


The hopes and troubles of foreign bargain-hunters 


E IS a dubious distinction, but Phoenix 
Seagaia is probably Japan’s most spec- 
tacular distressed asset. This 850-acre re- 
sortin Miyazaki, on the southern island of 
Kyushu, boasts five hotels, several golf- 
courses, a botanical park and a zoo. The 
Ocean Dome, the world’s largest water 
park, has a retractable roof, an artificial 
“ocean”, a sandy shore created from 600 
tonnes of crushed-to-measure marble and 
a wave-machine with 200 variations. 
Dreamt up and financed in the bubble 
years of the 1980s by local governments 
and industries and by Dai-Ichi Kangyo 
Bank, Seagaia cost ¥200 billion ($1.6 bil- 
lion), more than twice its original budget. 
By the time it opened fully in 1994, the bub- 
ble had burst, but bad planning also con- 
tributed to its downfall. Seagaia opened 





with more hotel rooms than there were 
seats on daily flights into Miyazaki, a 
sleepy, largely agricultural area. Sales were 
poor, and the business collapsed last year 
with liabilities of ¥272 billion. A little later, 
Seagaia was bought for $140m by Ripple- 
wood, an American private-equity fund 
best known in Japan for buying Shinsei 
Bank, the former Long Term Credit Bank, 
which had been nationalised in 1998. 
Michael Glennie, president of Ripple- 
wood Lodging, hopes for a return of at 
least 30% by the time his firm exits, proba- 
bly in three to five years. Sheraton, a hotel 
firm, and Troon, a golf-course operator, 
have been hired to manage Seagaia’s ame- 
nities. For the time being, the Ocean Dome, 
which was losing ¥2m a day, has been 
closed. Ripplewood is also spending 
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$100m on renovations that will be com- 
pleted next year. The aim, says Neil 
Palmer, managing director at Sheraton Re- 
sorts, is to create a world-class resort to 
compete with rivals in Hawaii or Guam. 

Will Ripplewood succeed? Bankers say 
that restructuring of failed companies’ op- 
erations is the riskiest part of the dis- 
tressed-asset business—although they add 
that it is a growing market. Other dis- 
tressed-asset buyers stick to purchasing 
and selling property: profit margins of 
around 15% can usually be made by buy- 
ing, refurbishing and reletting buildings 
and then selling them on. 

Others focus on bad loans. Packets of 
debt, from banks, bust life insurers or 
bankruptcy trustees, can be bought for 
about 10-15% of book value. Sometimes 
buyers simply foreclose and sell assets, but 
they often help small companies avoid the 
stigma of bankruptcy. They might, say, 
persuade the owner of a factory to close it, 
so that land on which it stands can be sold. 

The trick, say investors, is to price the 
randomly bundled packets of assets cor- 
rectly. Partially-built golf-courses that 
have only had two holes completed, say, 
are worth virtually nothing. They must 
also price in the time needed to negotiate 
with other creditors when there are multi- 
ple liens on loans. 

Many participants have been frustrated 
by the distressed-asset industry’s slow 
growth. Although the market is potentially 
enormous-the stock of loans by deposit- 
taking institutions to borrowers who are 
bankrupt or in danger of bankruptcy totals 
¥33 trillion-undercapitalised banks can- 
not afford the write-offs involved in selling 
distressed assets. This stifles the market. 

Another difficulty is that the distressed- 
asset business is far riskier in Japan than in 
America or Europe. Large losses are not un- 
usual, forcing some funds to shut up shop 
in Japan. This is not just the product of the 
sheer volume of bad assets and the weak- 
ness of the economy. Local managers are 
also too ready to let money sleep, in Ja- 
pan's ultra-low-interest environment, hin- 
dering speedy disposals. 

The domination of the industry by 
such names as Goldman Sachs, Morgan 
Stanley, Lone Star and Moore Capital, has 
given rise to conspiracy theories about 
American vulture-funds making easy pro- 
fits at Japanese expense. This can some- 
times make business harder, even though 
the foreigners have brought much-needed 
expertise in corporate workouts. 

The industry's biggest concern, how- 
ever, is that the flow of distressed assets on 
to the market could dry up if the govern- 
ment props up moribund companies. That 
could prompt foreign banks and funds to 
move on to easier climes. With the global 
economic outlook still cloudy, there are 
sure to be plenty of distressed assets on of- 
fer elsewhere. m 





Allianz 


Jump or push? 


The boss of Europe's biggest insurer 
quits unexpectedly 


S. WHY did Henning Schulte-Noelle 
leave? On December 18th the boss of Al- 
lianz, Europe's biggest insurer and the 
world's second-largest asset manager, sur- 
prised everybody by announcing that he 
would step down next April. Allianz, 
which through its many shareholdings 
could claim to be Germany's most influen- 
tial company, is heading for a big loss this 
year—thanks in large part to its troubled 
banking arm, Dresdner Bank. 

"My resignation", insisted Mr Schulte- 
Noelle, “has nothing to do with the current 
business development." Allianz's line is 
that Mr Schulte-Noelle, who is 60, merely 
wants to head off damaging speculation 
over his successor: Allianz bosses' con- 
tracts must be renewed yearly after that 
age. Mr Schulte-Noelle is also expected to 
ascend to the insurer's supervisory board. 
Fine, but he is still bowing out early, and 
after a wretched year. 

Mr Schulte-Noelle's likeliest successor 
had been expected to be Paul Achleitner, 
the chief financial officer, or Helmut Perlet, 
the management-board member oversee- 
ing the clear-up at Dresdner, which Allianz 
bought last year. In fact the new boss will 
be Michael Diekmann, head of Allianz’s 
insurance operations in the Americas. 

Mr Diekmann is said to have been scep- 
tical about the Dresdner deal. Nonethe- 
less, he says he will press on with the inte- 
gration of the bank. Either way, the 
pressure on the bank and its chief execu- 
tive, Bernd Fahrholz (who also sits on Al- 
lianzs management board), is unlikely to 
ease. Last month Mr Schulte-Noelle gave 
an interview to a German magazine that 
looked like a shot across Mr Fahrholz's 
bows. "Dresdner Bank will continue to 
lose money next year," predicts Marc 
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Thiele of Commerzbank. 

Dresdner is not the only bleak spot in 
Mr Diekmann's inheritance. Floods in 
Central Europe, provisions for asbestos 
claims at Fireman's Fund, an American 
subsidiary, and losses in equity markets 
have helped push expected losses to be- 
tween €800m ($822m) and €1.5 billion 
this year. The share price has fallen by 
three-quarters in two years (see chart. 
That said, if equity markets pick up, so 
should Allianz's fortunes. Unlike many 
German insurers, it has not had to sell 
heavily to meet regulators' demands, and 
remains dependent on share prices. Its net 
asset value changes by 1.7% when equity 
markets rise or fall by 1%. 


The Financial Services Authority 


Headhunting 







Despite an awful year for insurers, Al- 
lianz's international expansion under Mr 
Schulte-Noelle should leave Mr Diekmann 
with sound insurance businesses in Italy, 
France and America, as well as Germany, 
at a time of rising premiums. Then there is 
thriving PIMCO, one of two American as- 
set managers bought in 2000. 

So maybe Mr Schulte-Noelle's depar- 
ture indeed has nothing to do with the 
Dresdner fiasco. Mr Diekmann may even 
keep the bank—especially with his prede- 
cessor looking down from the supervisory 
board. Yet Dresdner has tarnished Mr 
Schulte-Noelle's legacy. If the bank keeps 
performing as badly as it is now, the case 
for sale will strengthen. 8 


Britain's super-regulator ain't broke, but it needs fixing 


ANTED: fiftyish figurehead, well- 

versed in global financial issues 
and the minutiae of British consumer fi- 
nance; diplomatic and civil-service skills 
essential; ready wit an advantage, espe- 
cially when being roasted by parliamen- 
tary committees. 

There will be such a vacancy at Brit- 
ain's giant super-regulator, the Financial 
Services Authority (FSA), when Sir How- 
ard Davies steps down as executive 
chairman next October, four months 
early, to head the London School of Eco- 
nomics. Sir Howard may have more 
than one successor, because the top FSA 
job, in the view of many, should be split 
between a non-executive chairman and 
a chief executive. 

More important than the choice of 
person, says Don Cruickshank, outgoing 
chairman of the London Stock Exchange 
(and himself a possible candidate for the 
FSA job), is the legal framework within 
which the rsa is obliged to operate. He 
is referring to the Financial Services and 
Markets Act of 2000, which he fiercely 
opposed on the grounds that the FSA's 
statutory preoccupation with prudential 
rules and consumer protection might ob- 
struct free and fair competition in one of 
the world's main financial centres. 

The government is to start a review 
of the FSA next November. By then it 
may already have decided to split the 
top job. Observers see plenty of room 
for improvement, especially in the mid- 
dle ranks where there are muddled 
views on what the regulator of every- 
thing from banks and insurers to finan- 
cial advisers should be doing. The three 
managing directors—Michael Foot, for 
banks and markets, Carol Sergeant, for 
risk and regulation, and John Tiner, for 
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investment and insurance—are “gro- 
tesquely overworked”, says a City 
observer. 

That showed in mid-November 
when Mr Tiner and Sir Howard were 
flayed by a House of Commons commit- 
tee. They were defending the rsA's fail- 
ure to head off an insolvency crisis 
among spivvy investment vehicles 
known as split-capital trusts; they de- 
fended poorly because neither they nor 
their staff had found time to do their 
homework. 

The rsA's shortcomings are a pity, be- 
cause it is a potential role model for an 
increasing number of European finan- 
cial regulators—for example in Germany, 
Austria and Hungary. It may have got 
into too much detailed rule-making, 
which it must now simplify, rather than 
fixing with yet more rules. 

Sir Howard is acknowledged to have 
been good at establishing the Fsa, but 
not always at running it. Whoever suc- 
ceeds him will need international clout 
as financial regulation converges world- 
wide: to inspire convergence towards, 
not away from, London standards. 













(M ENTRAL banks, those notoriously opaque seats of power, 
\4 rarely pay heed to their critics. The European Central Bank, 
however, has recently given signs of being a surprising-and 
welcome-exception. ECB watchers have long complained that 
the bank is a poor communicator, but when it cut interest rates 
earlier this month, it had prepared financial markets thoroughly 


for its move. Next, the bank at last produced a proposal for re- 


F forming its voting rules when the euro takes in new members. 


. And now the ECB is reviewing (albeit with no promise of 

change) the very rules by which it steers monetary policy: its de- 
finition of its primary objective of price stability, and the strat- 
egy it uses to pursue this goal. “The ECB has an open mind,” says 
Lucas Papademos, its vice-president. After four years, it is indeed 


^7. time for a careful rethink. 


You can see why the bank might contemplate change. The 
euro area is stalling: GDP grew by only 0.3% in the third quarter, 
and may slow even further; the region's three biggest econo- 
mies—Germany, France and Italy—are all wheezing. Fiscal policy 
is no help, constrained as it is by the European Union's stability 
and growth pact. Some countries have already burst the pact's 
3% ceiling on budget deficits. The European Commission, whose 
president, Romano Prodi, has called the pact "stupid", has pro- 
posed some reforms, but the rules will stay restrictive. 

The ECB's contribution to reviving Europe's economies in this 
troubled year has been slight. Although it had been clear for 
months that growth would be weaker than was expected at the 
start of the year, a rate cut does not seem to have been seriously 
contemplated until November. Arguably, the bank's policy ob- 
jective is defined too tightly, and has held the Eces back from re- 
ducing rates sooner. 


A matter of definition 

Although the ECB's duty to maintain price stability is laid down 
in the Maastricht treaty, the definition is left up to the bank. The 
ECB has chosen an inflation rate of less than 2%: more ambitious, 
for example, than the Bank of England's target of 2.5%. This 
toughness is largely a legacy from the Bundesbank, Germany's 
central bank, created after the second world war, when memo- 
ries of hyperinflation and the damage it had wrought were clear. 
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When the euro was born, the Germans insisted that the euro 
area's central bankers should share their disdain for inflation. 
The tightness of the target may have made the ec too slow to 
cut interest rates this year: euro-area inflation has been persis- 
tently, though not far, above 2%. Ironically, it is Germany that is 
suffering most. The German economy is growing at best feebly 
and inflation there is only 1.1%. | c E 
Just as worrying, the ECB's anti-inflation strategy is some- 
times hard to follow. This strategy also bears the stamp of 
Bundesbank. It rests on what the bank calls two “pillars”. The 
first is the rate of growth of the broad-money supply, M3. This re 
flects standard monetary theory: that monetary growth isa g 
predictor of future inflation. The second pillar includes evet 
thing else that might affect inflation: aggregate demand, capaci 
utilisation, wage growth and so on. vu 
Many economists have found the bank's emphasis on the 
money supply puzzling, not to say confusing. Monetary growth 
has long been far above the bank's "reference value”—nothing sc 
crude as a target, please—of 4.5%. This has to be explained aw: 
month after month: for over a year, a portfolio shift from equi: 
into cash, the result of stockmarket uncertainty, has been 
ECB's favoured (and, to be fair, reasonable) explanation. Little i 
gained by giving money its own pillar. Nobody doubts that cen 
tral banks should keep a close eye on monetary developments 
Yet other central banks manage to watch, discuss and report on 
monetary and credit growth without sharing the ECP's fetish. 
Granted, there would be dangers in changing course no 
The EcBis still a young institution. Loosening the inflation ta 
so soon might suggest that it was soft on inflation, or at any ra 
indecisive. It would also be wrong to assume that an easie 
get, although it might this year have led to swifter inter 
cuts, would necessarily raise the euro area's long-run gro 
rate. It would certainly not absolve Europe's politicians fror 
duty to undertake structural reforms of their economies—a 
happens, one of the ECE's favourite themes. It would be cat 
strophic for the ECP's credibility if it fell into the habit of cha 
ing its target every few years to match the economic wea 
Similarly, knocking the two pillars into one might smack of s 
tegic inconstancy. Continual revamping of the bank's appro 
might make people suspect that the bank didn't really have a 
strategy at all. E 
Yet the advantages of a change of tack would be greater. An 
easier inflation target, in a region that now has 12 countries and 
in a few years could have 20-plus, would reduce the risk of defla- 
tion (small, say some; significant, fear others) in any single mem- : 
ber state. The two-pillar strategy, intended to make the EcB’s | 
policies clearer, has done the opposite. CORE 
A further advantage is that a slightly easier inflation target— | - 
one point either side of 2.5%, say—and the demolition of the | 
monetary pillar would not even require the ECB to change its be- 
haviour very much. Broadly, it would merely codify what the 
ECB already does. Studies suggest that, whatever the Maastricht 
treaty says, it has acted roughly in the same way as other leading 
central banks: ie, as if it were responding to changes in both infla- | 
tion and economic activity in the euro area. Its interest-rate cut 
this month was made in the face of inflation stubbornly higher 
than 2%. The cut was not a reaction to monetary trends, but to 
slackness in the real economy. A closer match between what the 
bank says its strategy is and what it actually does would not 
harm its credibility, but strengthen it. A change is due. si 














































































Christmas special 


The lawsuit that changed America: a report from the year 2012. A fantasy? 


P HYLLIS MORRIS hailed a cab and bun- 
dled her children, Phyllis junior, aged 
six, and Robert, aged eight, into the back 
seat. "To the McDonald's on 34th and 8th", 
she panted "and step on it!" As the cab 
jerked forward on that cool New York af- 
ternoon in 2003, Dr Morris little suspected 
that her journey would end, not in a well- 
lit burger outlet, but in the textbooks that 
would teach young Americans the history 
of their country's splendid legal system. 

As the blocks flew past, Dr Morris told 
herself that a simple, green tossed salad 
would suffice for her lunch. Only her chil- 
dren's whining for fast food, she reminded 
herself, had drawn her away from her 
well-stocked kitchen. But as the cab drew 
to a halt, the truth hit her with a nauseating 
thud. If she entered those swinging doors, 
all thoughts of salad would fly from her 
mind. She would order a super-sized Big 
Mac, an extra-large portion of French fries 
and possibly a full-calorie Coke. 

On the sidewalk, the air was thick with 
the dispiriting smell of frying fat. Inside 
those doors, she thought, lay defeat—for 
her, for her children and for an entire gen- 
eration of Americans. If she stayed outside 
those doors, thought Dr Morris, she had a 
chance of fighting back. Outside those 
doors lay a chance of maintaining her self- 


esteem. Outside those doors, and just 
across the street, lay the office of Dr Mor- 
ris’s lawyer. 

A decade later, Bentsen Hodges still 
vividly remembers the instant that the 
stocky young doctor strode into his office. 
“She said to me: ‘Bentsen, I’ve had it with 
those fast-food companies wrecking this 
nation's health, " recalls Mr Hodges, “and 
little Robert trilled: ‘We're fed up!’ " 


Cooking up a campaign 

For some time, Mr Hodges, a veteran mass- 
tort litigator, had been eyeing fast-food 
firms hungrily. “A good attorney can get a 
jury to indict a ham sandwich,” he says, 
“So I thought, why not a Big Mac?” Mr 
Hodges's mother-in-law had never let him 
forget that he had won neither fame nor 
fortune during the tobacco bonanza (not to 
mention, although she frequently did, the 
legal feeding frenzy over the corpses of as- 
bestos and lead-paint firms). He was deter- 
mined to be in the vanguard in the battle 
against Big Food. 

In Mr Hodges's opinion, this was the 
ideal moment to attack. Americans were 
tired of hearing nutritionists regurgitate 
the same old advice about eating less and 
exercising more. Heart disease, diabetes 
and other diseases brought on by bad eat- 
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ing habits had recently overtaken tobacco- 
related ailments as the nation's leading 
killers. A few food makers had announced 
that they would start to put warning labels 
on their products. To popular and critical 
acclaim, two books—"Food Politics" by 
Marion Nestle (University of California 
Press, 2002), and Eric Schlosser's "Fast 
Food Nation" (Houghton Mifflin, 2001)— 
had dissected the ways in which the food 
industry manipulated people's diets. 
Legally, the opening salvoes had al-» 
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ber, a tubby middle-aged maintenance 
worker, had filed alawsuit against McDon- 
ald's, Wendy's, Kentucky Fried Chicken 
and Burger King. Mr Barber claimed that 
eating food from these chains had caused 
his heart disease and diabetes. Mr Barber's 
lawyer had also filed a similar suit on be- 
- half of some overweight children. 
— At the time, Mr Hodges thought that 
neither suit stood much chance of success. 
Juries, he felt, would conclude that if the 
plaintiffs had exercised reasonable self- 
control by, say, eating less, they mighthave 
stayed healthy. Before Mr Hodges filed his 
lawsuit, he wanted to come up with a new 
and more convincing legal argument. 

After some weeks of research, Mr 
Hodges's team plumped for the allegation 
that fast-food companies were knowingly 
flogging their products to consumers in un- 
safe quantities. The linchpin of Mr 
Hodges's case was the testimony of his ex- 
pert witness, a behavioural economist 
named Richard Reynolds, who had pub- 
lished a series of papers arguing that fast- 
food firms employed “predatory pricing 
strategies” that forced consumers to make 
unhealthy choices. 

According to Mr Reynolds, the arith- 
metic was as simple as it was deadly. In 
2002, a regular McDonald’s hamburger, 
small fries and a 16-ounce (47cl) Coke—all 
in all, 22.5 ounces of food at 640 calories— 
cost $2.98. A “value meal” version of the 
same order cost $6.09, or little more than 
twice the regular price, but carried 56.5 
ounces of food and 1,600 calories. Mr 
Reynolds's research demonstrated that, 
faced with that choice, most people would 
order the value meal, and then eatit all. 

In evolutionary: terms, this choice 
. made sense. It was “burrito optimal", 

joked Mr Reynolds, causing a couple of his 
fellow economists, but no one else, to col- 
lapse into hysterical giggles. Primitive man 
never knew where his next handful of 
nuts and berries would come from, so he 
instinctively gorged on the rare occasions 
when he could. Modern Americans, how- 
ever, did not face quite the same chal- 
lenges. Eating too many value meals, or 
burritos for that matter, would almost cer- 
tainly cause a person to consume more cal- 
ories than he burned, eventually making 
him unhealthily obese. 

On behalf of several hundred people 
who claimed to have been victimised by 
these pricing schemes, Mr Hodges and Dr 
Morris filed a class-action lawsuit in April 
2003, accusing six fast-food companies of 
fraud, negligence and reckless indifference 
to public welfare. The defendants all dis- 
missed the suit as absurd and refused to 
discuss the possibility of settling. But Mr 
Hodges had marshalled just enough evi- 
dence to convince a somewhat bemused 
judge notto throw the case out of court. 

As the two sides entered the discovery 


ready been fired. In July 2002, Caesar Bar- process, the lawsuit ignited an explosion 


of public activism. To Dr Morris’s happy 
astonishment, shirts and mugs embla- 
zoned with the words “Stop super-sizing 
us” started appearing across the country. 
The airwaves sizzled with arguments 
about nutrition, obesity and addiction. Mr 
Hodges began hiring research assistants 
and public-relations flacks. His office 
stayed open round the clock, and eventu- 
ally he was forced to retain an in-house 
cook: “We couldn’t be caught dead order- 
ing take-out,” he chuckles in recollection. 
As that summer progressed, a constella- 
tion of smaller events revealed that public 
opinion was shifting to favour the anti- 
fast-food brigade. By the start of the new 
school year in September 2003, Oregon 
and Washington state had joined Califor- 
nia in banning soda makers from installing 
vending machines in public schools. Law- 
makers in California, Texas and Vermont 





slapped sales taxes on fast food, the reve- 
nue from which was earmarked for an 
anti-obesity public-health campaign. 
“Talk to your children about Chicken 
McNuggets,” intoned one such public-ser- 
vice announcement. “They need your 
help to say no.” 

As the cause gained popularity, some 
of the more daring legal commentators be- 
gan to consider whether what had hap- 
pened to tobacco companies might hap- 
pen to fast-food makers as well. It was true 
thatthe first suits against cigarette firms did 
not fare well in court. But then anti-tobacco 
lawyers adopted a fresh tactic: rather than 
arguing that the cigarettes themselves 
were poorly designed or dangerous, they 
started to attack the companies that pro- 
duced them. The anti-tobacco lawyers 
managed to prove that tobacco bosses had 
lied to Congress and to the public about 
the hazards of smoking and about the ad- 
dictiveness of nicotine. An avalanche of 


livered the keynote address, w 
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bad publicity descended on the cigaret 
makers. Shocked juries punished them f. 
betraying their customers, with great se 
verity and a blithe indifference as to 
whether or not those customers had truly 
been deceived. 5 

It dawned on Mr Hodges then that à 
similar turn of sentiment could tip the 
scales against Big Food. Once juries starte 
to feel hostile towards fast-food compa- 
nies, their nasty tactics and their harmf 
products, the chains would start offering t 
settle, just as the tobacco magnates hai 
The key, explained Mr Hodges to his cl 
ents, was to keep the firms squirming i 
the limelight, and to keep their sharehol 
ers out of it. ES 










The fat fight back ox 
This proved to be a difficult task. Not every- 
one approved of Mr Hodges's suit. Some 
people thought, unfashionably, that his. 
clients should grow up and take resp 
sibility for their own actions. Other 
jected because they resented the 
tion that there was anything wroi 
being fat. The most vocal 
group, the Freedom Lobby 
geously Bellied (FLAB), star 
writing campaign on behalf 
fanciers. Their slogan was: “You 
you choose. Choice is good: 1 
what you eat is good." E 
FLAB began pushing airlines t 
their seats and organising pickets o 
ion magazines that glamorised to: 
women. Along with its B: i 
nisation, Currying Favour, the g 
protest march in the spring of 2 
way from Columbus Circle to” 
Square. Former president Bill Clintor 
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svelte new wife tried notto make eye c 
tact with any of the10,000 marchers. 
Some pro-burger activists made their 
voices heard more forcefully. Feeling that 
FLAB was not aggressive enough, sor 
members split away to form the shadowy _ 
"Freedom . Fatters", who threw bricks 
through the windows of health-food 
shops, defaced billboards | advertising 
weight-loss clinics and even kidnappeda __ 
few nutritionists and force-fed them with __ 
Oreo cookies. Dr Morris and MrHodgesre- . - 
ceived several rambling death threatsfrom 
the Freedom Fatters, but they simply hired ——— 
more and beefier security guards, and. __ 
pressed on regardless. d 





The fat footage | 
By this time, several of America's biggest — 
law firms had taken an interestinthecase, — 
and Mr Hodges was not short of funds tc 
tempt fast-food industry insiders to spill 
the beans. The first coup came in 2005, 
when his team obtained records of a re- 
search programme conducted by a burger 
chain which had concluded that the cor- 
rect mixture of fat, sugar and flavour-en- » 









sistibly craveable". Waving a dictionary in 
court, Mr Hodges argued that a "craving" 
was a kind of addiction, and that "irresist- 
ible" meant exactly what it said. This 


were peddling addictive substances, 
against which no amount of human will- 
ower could prevail. : 

The second breakthrough came shortly 
afterwards, when Mr Hodges’s team un- 
earthed a set of memos, circulated among 
the senior executives of a certain pizza 
chain, which contained an estimate for 
how much their customers might spend 
on pizzas during their lifetime. Among the 
footnotes was an acknowledgment that 
those who regularly took advantage of the 
firm’s two-for-one offers would probably 
: die younger, but would still contribute 


c -.more to the bottom line than those who 


:. munched only occasionally. As Mr 
. Hodges put it to a jury in Wisconsin, his 
voice soft and trembling with emotion: 
"Their best customers are doomed, and 
these corporate fat cats have known it for 
. years. But they just don't care." 
^ The final wafer-thin mint of evidence 
that broke the industry was a series of vid- 
 eotapes of fast-food executives chatting 
over lunch. Joseph Kamal, a Yale journal- 
ism graduate who was working as a waiter 
‘inan upscale Manhattan bistro, secretly re- 
corded their conversations, in the hope of 
gathering material for an avant-garde doc- 
umentary on the eating habits of the 
| wealthy. Certain titans of the fast-food in- 
dustry, who liked to discuss the business 
over a light lunch, frequented the restau- 
rant where he worked. 
= Mr Kamal had disguised a video cam- 
- era as a security camera and attached it to 
the wall of the restaurant. The camera cap- 
tured several of these lunches, and they 
are not a pretty sight. At one, an executive 
mournfully munches on a salad while 
wondering aloud why "salad can never be 
as totally addictive as the stuff we make". 
At another lunch, a senior vice-president 
complains to one of her colleagues that 
she cannot stop her children from nagging 
her to give them the food that " mommy's 
. company" makes. 


Bad taste 

"These remarks alone would probably 
have sufficed to prejudice a jury against the 
defendants. But the comment that most in- 
furiated Mr Kamal, and senthim marching 
straightto Mr Hodges's office, was one that 
would have made Mr Hodges's case irre- 
sistible to any jury. An executive on a busi- 
ness trip to New York was being féted by 
his superiors for greatly increasing the 
firm's market share in Saudi Arabia, Pak- 
istan and Indonesia. The tape reveals this 
slightly tipsy gentleman declaring that his 
motto has always been: “Why bring the 
. mountain to Muhammad when you can 
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hancing chemicals made its product “irre- 


proved, he contended, that fast-food firms. 





make Muhammad into a mountain?” The 
joke, received with delirious guffaws by 
his table companions, was less favourably 
received in court. 

Not only did the tape appal jurors; it 
also disgusted the millions who saw it on 
television. It demonstrated, as Mr Hodges 
explained to both audiences, that the de- 
fendants had conspired to sell addictive 
and harmful substances, and what was 
more, that they were racist. A firestorm of 
public fury descended on the heads of fast- 
food industry executives. When Variety re- 
ported that Julia Roberts was to play Dr 
Morris in a forthcoming movie about the 
lawsuit, the defendants’ attorneys knew 
that their time was up. They settled. 

Dr Morris’s share of the $1.6 trillion 
payout gave her crusade new vigour. She 
founded the Phyllis Morris Not for Pro-fat 
Organisation, which worked with teams 
of health experts and chefs with the goal 





of formulating “nutritious (and deli- 
cious!)” alternatives to fast food. Mr 
Hodges retired and resumed eating as he 
pleased, behind the high walls of his new 
mansion in Malibu. 

After settling, fast-food firms were out 
of the frying pan and into the fire. State at- 
torneys-general began suing to recoup 
Medicare costs spent on treating obesity 
and heart disease. (An objection by some 
dreary economists, who argued that peo- 
ple who die young cost the government 
less because they never claim social secu- 
rity, was swiftly dismissed.) State legisla- 
tures drafted excise taxes on high-fat foods, 
with carefully crafted exemptions for foie 
gras and other fancies... | 

Historians and sociologists are only 
now beginning to gauge the social impact 
of the decline of fast food. As Tom Liggett, a 
historian, writes in his book “Force-Fed 
Nation” (Random Penguin, 2012), nearly 
all of the taboos now associated with the 


" consumption of fast food hardened during 
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those years. Foreigners visiting America 
now regularly report their astonishment 
that the country that was the home of the 
hamburger no longer countenances its 
public consumption. Americans visiting 
foreign countries are equally shocked to 
find that in buses, malls, movie theatres 
and even lecture halls, itis common to see 
people chomping hot dogs, fish-and-chips 
or croques-monsieur quite unconcernedly. 
Back home in America, feeding such trash 
to young children is no more socially ac- 
ceptable than drinking a glass of wine dur- 
ing pregnancy. 

Mr Liggett argues that the most intrigu- 
ing result of the “food fight” has been the 
change in the American landscape, which 
is somehow much gloomier. In the years 
following the settlement, full-colour fast- 
food advertisements were banned, strip- 
ping billboards, truck stops and phone 
booths of the cheerful red, blue and gold 
logos that used to lead Americans into 
temptation. The legislative coup de grace 
came when Alaska became the last of the 
50 states to outlaw all fast-food marketing, 
merchandising and advertising that used 
any form of appealing human “or human- 
like” figure. On a snowy slope overlooking 
Fort Yukon, the last, black-and-white effigy 
of a familiar big-booted clown was pulled 
down and burned. 


Growing the pie 

While fast-food firms now exist solely as 
legal and political wraiths, their legacy 
lives on in America’s courtrooms. Though 
few people realise it, nearly all of today’s 
most notorious lawsuits received their 
“seed money” when the fast-food settle- 
ments were paid. The most promising of 
these are even now percolating through 
the appeals process. A suit filed against 
American banks on the ground that they 
discriminated against poor people when 
approving loan applications will be heard 
before the Supreme Court in the spring. 
The twin-pronged assault against drug 
firms, for failing to make their products af- 
fordable, and also for failing to invest the 
necessary billions to find a cure for cancer, 
is likely soon to be settled out of court, 
probably in the low 12-figure range. One of 
Mr Hodges's protégés, who pioneered the 
technique of simultaneously representing 
two groups that were suing each other, al- 
most single-handedly rewrote the Bar’s 
code of professional ethics. 

Ironically, the one class action that no- 
body has yet been able to bring ought to be 
the most profitable. Law is now America’s 
largest industry, and therefore ripe for at- 
tack. Recently, a group of small investors 
did attempt to sue the legal profession for 
shredding the value of their portfolios 
through frivolous litigation. But they could 
not find anyone to represent them. Maybe 
next year. B 
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Sleep “knits up the ravelled sleeve of care”. But are we getting enough? And can we do without it? 


OST people spend nearly a third of 

their lives asleep. Until the invention 
of the electric lightbulb, they had little 
choice. Artificiallight was dim and dear, so 
people rose with the lark and went to bed 
soon after dark. But for the past century or 
so, synthetic daylight has been available 
round the clock, and there is plenty to do at 
any time of day or night. For most people 
in rich countries, the 24-hour society has 
arrived. Sleeping at night, therefore, is no 
longer the default option. Many people de- 
cide that to make more room for other pur- 
suits, they can do with less sleep. 

But is this a wise choice? Cutting back 
on sleep is a huge mistake, says a small but 
vocal band of sleep scientists, most of 
them in America. Their doyen, William 
Dement, founder and director of the Stan- 
ford University Sleep Research Centre, 
reckons that people on average now sleep 
one-and-a-half hours a night less than 
they did a century ago, at great cost to their 
health and safety (though others dispute 
this figure). He thinks we are living in a 
“sleep-sick society”. 

To make their case, Dr Dement and his 
followers recite a litany of disasters in 
which a lack of sleep played a part. On the 
night the Exxon Valdez ran aground off 
Alaska in 1989, spilling 11m gallons of 


crude oil, the third mate in charge of the 
ship was acutely sleep-deprived. When 
the Space Shuttle blew up in 1986, killing 
all aboard, the NASA managers who au- 
thorised the launch, despite poor weather, 
had had little sleep the night before. The 
nuclear accidents at Chernobyl in 1986 
and at Three Mile Island in 1979 each took 
place at night, and each involved serious 
errors of judgment by tired operators. 

On a more everyday level, road acci- 
dents are much more likely when drivers 
are sleepy. A report by the us National 
Commission on Sleep Disorders a few 
years ago found that driver fatigue contrib- 
uted to over half of all vehicle accidents in 
America. And even if sleep deprivation 
does not result in death or injury, clinical 
studies show that it severely impairs per- 
formance—which ought to worry the boss 
of every underslept employee. 

Yet although sleep takes up such a large 
proportion of our lives, we know little 
about it. Until fairly recently the theory 
was that people (like all higher animals) 
had to sleep to give body and mind a com- 
plete rest. But humans consume only 
slightly less energy when asleep than 
when simply resting, and we now know 
that their brains are highly active for some 
of the time that they are dozing. There are 


in fact two quite different types of sleep, 
REM (which stands for rapid eye move- 
ment) and non-REM, and they appear to 
meet different needs. In early man, non- 
REM Sleep, when the body is relaxed and 
the brain relatively quiescent, may have 
served to ensure inactivity during times 
(usually at night) when lying low offered 
the best prospect of survival. REM sleep, 
on the other hand, when people dream 
and their brains are just as active as when 
awake, seems to play a part in developing 
and maintaining the brain. Babies and 
young animals spend much more time in 
REM sleep than adults, and older people 
spend progressively less. Recent theories 
link REM sleep to learning and memory. 


The universal imperative 
We may not know exactly why we need to 
sleep, but it is clear that, at least for now, 
we cannot do without it. Sleep-depriva- 
tion experiments show that people be- 
come progressively less effective as they 
become increasingly tired. Preventing peo- 
ple from sleeping has been widely used as 
a form of torture that leaves the victims 
increasingly miserable, confused and sug- 
gestible, and may even kill them. 

To try to understand sleep deprivation, 
ethical scientists prefer to experiment on » 











Rechtschaffen and his colleagues at the 
University of Chicago placed rats on a 
turntable above a shallow bath of water. 
Every time they fell asleep, the turntable 
started tilting, forcing them to wake up and 
! move to avoid falling into the water. Thus 
totally sleep-deprived, the rats invariably 
‘died within two or three weeks, having 
first become increasingly debilitated, de- 
veloped sores, lost weight despite eating 
more than usual, and suffered a drop in 
body temperature. If the rats were allowed 
some non-REM sleep but no REM sleep, 
they lasted twice as long but still died 
eventually, after a period of sexual hyper- 
activity. A control group of rats that were 
exposed to the same stressful environ- 
ment on the turntable, but were allowed 
some sleep of both sorts, survived. 

Exactly what caused the rats to die was 
not clear, but some of their symptoms 
pointed to a failure of their immune sys- 
tems. Some scientists think sleep may help 
to keep the immune system functioning 
properly, pointing to the way people seem 
more liable to catch colds and flu after 
short nights or long flights. 


Propping up the eyelids 
So how long can people safely go without 
snoozing? Chris Idzikowski, of Britain's 
University of Surrey, reckons it might take 
as much as a year of sleep deprivation to 
kill a human. Sufferers from a disorder 
called fatal familial insomnia, which pre- 
vents sleep, usually succumb within nine 
to 18 months. 





Sleep-deprivation experiments on vol- 
unteers have stopped ata maximum of ten 
days, by which time the subjects were 
nearly asleep on their feet, and probably 
nodded off for frequent brief “micro- 
sleeps" without even knowing it. But most 
people would feel awful much sooner. 
When Charles Lindbergh made the first 
solo non-stop flight across the Atlantic in 
1927, his main problem was staying awake. 
He foolishly had a short night before set- 
ting off; trying then to keep alert for 332 
hours in the air proved agonising. In his 
autobiography, he records how, nine 
hours into the flight, the desire to sleep be- 
came almost overwhelming: 

My eyes feel dry and hard as stones...My 


mind clicks on and off...Sleep is winning. 
My whole body argues dully that nothing, 


a nothing life can attain is quite so desirable - 


as sleep. 

He did drop off several times and al- 
most crashed once, but eventually got a 
“second wind” that carried him to Paris. 

Experiments show that when deprived 
of sleep, people become less adept at 
mathematical and verbal tasks, and their 
attention span and memory suffer. Even 
losing a couple of hours can make a mea- 
surable difference, particularly if the loss is 
repeated on subsequent nights. Many 
sleep scientists say this is building up a 
“sleep debt” that has to be repaid before 
the debtor can operate normally again. 

The standard tool for measuring fatigue 
is the “multiple sleep latency test”, devised 
by Mary Carskadon of Brown University 
in the late 1970s. This is carried out in a 
dark, quiet room, where subjects are at- 
tached to various sensors, put to bed and 
asked to go to sleep. The test measures the 
time they take to drop off. They are then 
woken straight away. This procedure is re- 
peated several times at intervals of a cou- 
ple of hours. During daytime, well-rested 
people will take 20-25 minutes to nod off. 
If they take less than five minutes, they are 
probably seriously sleep-deprived or have 
a sleep disorder. LEN 

Paradoxically, the more tired people 
are, the more confident they become that 
their reactions are perfectly normal. Such 
clouded judgment may not matter if they 
are selling life insurance (though their boss 
may think otherwise), but could be disas- 
trous if they are driving a lorry or control- 
ling air traffic. 


Some sleep scientists argue that sleep 
deprivation causes not only mental but 
also physical deterioration. Eve Van Cauter 
at the University of Chicago took a sample 
of fit young men and allowed them only 
four hours’ sleep a night for a week. She 
found that their metabolic rates changed 
in ways that made them more susceptible 
to obesity and diabetes, though once they 
were able to catch up on their sleep their 
metabolic rates returned to normal. Others 
dispute her findings, but nobody doubts 
that a reasonable amount of sleep is vital 
for health and well-being. | 

But what is reasonable? There are no 
hard and fast answers. Everyone's needs 
are different. Women sleep a little more 
than men, and older people a little less 
than younger ones. Some do well on five 
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or six hours; others need eight or nine. Ad- 
olescents need more sleep than adults, but 
often go to bed late and have to get up early 
for school, which perhaps explains why 
they are so moody. 


The dormouse instinct 

Most people have a fairly good idea how 
much they need to be fully alert the next 
day, but may not get it because they are too 
busy doing other things. A common re- 
sponse is to economise on sleep during the 
working week and catch up at the week- 
end. In a 2002 “Sleep in America” poll of 
1,000 adults across the United States, 
sponsored by the National Sleep Founda- 
tion, a lobbying group, respondents on av- 
erage were found to sleep 6.9 hours on 
weekdays and 7.5 at weekends. Nearly a 
third of them said they needed at least 
eight hours to avoid feeling sleepy the next 
day. Just so, say the sleep-longer advo- 
cates: anything less, and you could be do- 
ing yourself serious harm. 

Not so, says Daniel Kripke of the Uni- 
versity of California at San Diego. He re- 
analysed data from a big 1982 cancer study 
to examine the relationship beween sleep 
duration and subsequent mortality. The 
study had included the question: “On av- 
erage, how many hours do you sleep each 
night?", and had followed up the 1.1m re- 
spondents for six years. Dr Kripke found 
the highest survival rate in the group that 
reported sleeping for around seven hours 
a night. Those who slept a lot more or less 
than that were more likely to die. Surpris- 
ingly, the “risk” associated with sleeping 
too much appeared to be greater than with 
sleeping only a little. Dr Kripke is careful to 
point out that his work merely demon- 
strates an association, not a cause-and-ef- 
fect relationship. It could be that ill-health 
causes odd sleeping patterns, rather than 
vice versa. But Dr Kripke argues that his 
work at least suggests that doctors should 
refrain from recommending eight hours to 
everyone; this may serve merely to worry 
people who can manage on six or seven. 

Jim Horne and his colleagues at Lough- 
borough University take a slightly differ- 
ent approach, distinguishing between es- 
sential “core” sleep and a non-essential 
extra component that is “pleasant to take”. 
Just as people will often eat and drink 
more than they need because they enjoy it, 
they will grab an extra hour’s snooze be- 
cause it gives them pleasure. 

Dr Horne thinks that calling for nine 
hours a night is “absurd”; seven hours of 
uninterrupted sleep should be plenty for 
most people. It is “quality that counts, not 
quantity”, he says. If they still feel sleepy 
during the day, “let them nap”. 

In advocating naps, he is in good com- 
pany. Several great men who claimed to 
need little sleep, including Napoleon, Edi- 
son and Churchill, got by on their ability to 
nod off briefly whenever they had the 
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Adrian Williams at London's St 
Thomas' Hospital says the vast majority of 
Britain's 130 sleep centres are dedicated to 
apnoea patients. A few also treat other dis- 
orders, such as restlessleg syndrome, 
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similar effect. But Modafinil’s special at- 
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Besides, some of man's most pleasur- 
able hours are spent curled up in bed. 
Make mine a double. = 














Instituto 
de Empresa 


A 
W^ Business School 





Instituto de Empresa is a leading international business 
school, renowned for its commitment to entrepreneurship 
and markedly innovative character. 














Based in Madrid, Instituto de Empresa International MBA 
programmes aim to develop global managers and 
entrepreneurs. The programmes are taught in a truly 
international environment with a student body comprising 
over 60 nationalities. 
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The choice is yours. 


Entrepreneurial International MBA 


Spirit Full time bilingual* programme (thirteen months). 
Average age 28. 
Average work experience 5 years. 
Excellence November 2003 - December 2004. 


*The first six months of the program are conducted entirely in English, after which 
it is completely bilingual. An intensive Spanish course is available from September 


International to November. 
projection International Executive MBA 
Part time programme (English, thirteen months). 
Innovation Three intensive two-week periods (Madrid & Miami) and 


two online periods of six months each. 
Intakes: January and October 2003. 
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Plans are afoot to build a replacement for the Hubble Space Telescope 


66¢QILENT NIGHT" may be a pretty 

Christmas carol, but in the real night 
sky all is neither calm nor bright. Super- 
nova explosions abound; galaxies collide; 
black holes swallow entire stars. So much 
for calm. And for all the enormous 
amounts of energy released in such cata- 
clysms, they take place many, many light- 
years away. So much for bright. 

To detect all the excitement more 
clearly, astronomers have thus been try- 
ing, ever since Lyman Spitzer first pro- 
posed the idea in 1946, to launch bigger 
and better telescopes into space. That takes 
them above the muck of the earth’s atmo- 
sphere, enabling them to make their ob- 
servations with far greater precision. 

After a shaky start, the most famous 
such telescope, Hubble, has yielded spec- 
tacular results. This instrument is named 
after one of the greatest astronomers of the 
20th century-the man who showed be- 
yond doubt that the universe is both huge 
and expanding, and who made the first 
stab at working out how old it is. Perhaps it 
isasign of thetimes that Hubble's planned 
successor is named after a bureaucrat 
rather than a scientist. James Webb was 
the second administrator of NASA, Amer- 


ica's space agency. If all goes well, the 
James Webb Space Telescope will be 
launched in 2010. 

Considering that it took Webb's incar- 
nation of NASA less than a decade to put a 
man on the moon, that may seem a rather 
leisurely timetable. Astronomers have, 
however, learned to be grateful for any 
crumbs of real science that fall from 
NASA's space-station-dominated ban- 
queting table. And if the Webb telescope is 
built and launched (preliminary contracts 
were issued a few months ago), they 
should actually get quite a decent meal. 


Unfolding ideas 
Astronomical telescopes gather light using 
curved mirrors. The bigger the mirror, the 
more powerful the telescope. The size of a 
space telescope's mirror, though, is limited 
by the size of rocket that carries it up. To get 
round this limit, the Webb telescope's mir- 
ror will be made of 36 pieces, folded up to 
fitina compact space. When unfolded and 
rearranged, the result will have a diameter 
of about six metres, giving it seven times 
the light-gathering capability of Hubble. 
The mirror elements will be thin (a 
mere amm deep) and may be made of be- 
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ryllium, the second-lightest metal (though 
glass is also an option). In space, weight is 
money, so that is clearly a plus. But a mir- 
ror as thin as this would also be flexible. 
That is usually bad in a mirror, which has 
to be rigid to avoid distorting the image it is 
projecting. To overcome this problem, 
each segment of the Webb mirror will 
have four actuators controlling its shape. 

Perhaps the cleverest thing about the 
Webb telescope is where it will sitin space. 
The Hubble goes round the earth, meaning 
that significant parts of the sky are blotted 
out during each orbit, making long ob: 
servations harder. The Webb, by contrast, 
will hover in a peculiar place called a La: 
grange point, where the gravitational fields 
of the earth and the sun exactly balance 
one another to create a neutral zone. It can 
therefore look uninterrupted in the same 
direction for as long as its masters desire. 

This also means the telescope can be 
shielded from both the sun and the earth 
(which reflects a lot of sunlight) by a giant 
parasol. That would not be possible for an 
earth-orbiting telescope because the sun 
and the earth would constantly shift their 
relative positions. The parasol is necessary 
because the Webb telescope will be look- 
ing not for visible light, but for infra-red sig- 
nals—in other words heat radiation. If it is 
to detect these, it must be kept as cool as 
possible. Its working temperature is 35 
above absolute zero. To achieve that, the 
parasol will have to reflect or otherwise 
dissipate all but one part in 13m of the so- 
lar energy falling on it. 

The Webb telescope is designed to 
study the infra-red because its goal is to M 
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> look farther out in space (and therefore far- The cosmic microwave background 


ther back in time) than any other tele- 
scope. Because the universe is expanding, 
distant objects are receding rapidly from 
the earth. Light from them therefore ap- 
pears redder than it otherwise would, due 
to the Doppler effect. (The equivalent effect 
for sound waves makes a receding siren 
sound deeper than a stationary one.) 
Astronomers hope to use the Webb 
telescope to observe the formation of gal- 
axies and even of the earliest stars. No- 
body has yet seen such first-generation 
stars, which condensed directly out of the 
primordial hydrogen and helium that 
formed in the Big Bang. All the stars that 
can be seen today are relative youngsters. 
They contain heavier elements that—if cos- 
mological theory is correct-could only 
have formed in the cores of earlier stars. 
The Hubble, and also some large 
ground-based telescopes, have caught 
mere glimpses of early galaxies, many of 
which look quite different from the spiral 
and elliptical forms common today. Ac- 
cording to John Mather, a senior project 
scientist for the telescope at NASA's God- 
dard Spaceflight Centre in Greenbelt, 
Maryland, the Webb should be able to ob- 
serve many early galaxies as they evolve. 


Hidden depths 

Studying old galaxies may also help to re- 
solve one of the central mysteries of mod- 
ern physics-the nature of so-called dark 
matter. This is matter that can be detected 
from its gravitational effects, but not actu- 
ally seen. Much of it is probably made of 
strange and unknown stuff (see next arti- 
cle). Because the Webb telescope will be 
able to detect so many distant galaxies, 
some of them are sure to be in line with 
each other as seen from earth. The closer of 
such a pair of galaxies will bend the light 
from the more distant one in an amount 
proportional to its mass. In effect, it will 
function as a gravitational lens. That will 
give away the real mass of the nearer gal- 
axy, which can then be compared with the 
lower value suggested by the amount of 
luminous matter in it. 

Such gravitational lensing has been de- 
tected with existing telescopes, but it is 
rare. With the large numbers of galaxies 
that the Webb will be able to see, astrono- 
mers should get a much better idea of 
where dark matter is distributed. 

Looking in the infra-red part of the 
spectrum has benefits closer to home, too. 
It is in the infra-red that planets absorb and 
re-radiate energy from the stars that they 
orbit, so the contrast between a planet and 
its star is greatest in that part of the spec- 
trum. This, according to Dr Mather, means 
that the Webb should be able to see plan- 
ets the size of Jupiter, if there are any 
around nearby stars. How long it might 
take to get a spaceship to any of them is a 


different oyestion gptirely. m 


Pole position 


Two results from the beginning of the universe suggest that existing theories of it, 


though strange, are correct 


THER things being equal, outer space 

is the best place for a telescope (see 
previous article). Other things, though, 
rarely are equal—particularly with the pay- 
masters. A good compromise, therefore, is 
to put your instrument in a place where 
the air is thin and dry. And in few places is 
it thinner and drier than above the South 
Pole. That is why the Amundsen-Scott 
base, America’s presence at the pole, is the 
site of anumber of telescopes. 

Data from two of these have been re- 
leased in the past few days. Both are study- 
ing the cosmic microwave background 
(CMB), which bathes the whole universe 
and—because it is the oldest electromag- 
netic radiation around-is the closest that 
astronomers can get to looking at the Big 
Bang in which the universe began. 

On December 13th, a team led by Wil- 
liam Holzapfel, of the University of Cali- 
fornia, Berkeley, and John Ruhl, of Case 
Western University in Cleveland, Ohio, 
published the first results from ACBAR, the 
Arcminute Cosmology Bolometer Array 
Receiver. This instrument is a sensitive de- 
tector that fits on a polar radio telescope 
called Viper. It is designed to detect even 
the tiniest fluctuations in the CMB. 

When the CMB was discovered, in 1965, 
it was believed to be perfectly uniform. 
Ten years ago, a satellite showed that it ac- 
tually contains fluctuations, but that early 
satellite could detect only features that 
were more than 7" of arc (about 14 times 
the diameter of a full moon) across. AC- 
BAR is designed to measure fluctuations a 
hundredth of that size. That is important, 


Weird fluctuations in the background 


for the size and distribution of these fluc- 
tuations shows how matter was distri- 
buted when the universe was 450,000 
years old (one thirty-thousandth of its 
present age). And that in turn bears on 
what exactly itis made of. 

Today's models of the universe suggest 
that it is composed of three sorts of stuff: 
"ordinary" matter, such as protons, neu- 
trons and electrons; "strange dark matter", 
the nature of whichisunknown but can be 
guessed at; and “dark energy", which acts 
as a repulsive force that drives the universe 
apart. Ordinary matter is only 5% of the to- 
tal, strange dark matter is 30% and dark en- 
ergy is 65%. Ordinary matter is therefore, 
according to this theory, the most exotic 
stuff around. Tweaking the ratio of the 
three sorts of stuff in the models changes 
the predicted fluctuations in the C MB. The 
fluctuations measured by ACBAR suggest 
that the conventional values (and thus the 
conventional theory) are correct. 

The second result, published in this 
week's Nature by Erik Leitch and John Kov- 
ac, of the University of Chicago, and their 
colleagues, looks at the way the CMB is po- 
larised. That the microwave background 
would be polarised was predicted long 
ago. That it actually is polarised had not 
previously been confirmed. The team used 
an array of polar radio telescopes called 
DASI (the Degree Angular Scale Interfer- 
ometer) to detect and measure the amount 
of polarisation. Like those from ACBAR, 
the results from DAs! perfectly match the 
theory. Ordinary matter, it seems, is truly 
the rarest thing in the universe. 8 
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Africa is a continent made for—and of —storytellers 


EBORAH SCROGGINS begins "Em- 

ma’s War", a memoir of her years 
spent studying famine relief and radical Is- 
lam in Sudan, by recounting an ancient Af- 
rican myth about Man and his greedy ene- 
my, Stomach. Once upon a time, Stomach 
lived by itself in the bush, eating small in- 
sects roasted in brush fire, for Man was 
created apart from Stomach. Then one day 
Man was walking in the bush and came 
across Stomach. Man put Stomach in its 
present place that it might feed there. 
When it lived by itself, Stomach was satis- 
fied with small morsels of food, but now 
that Stomach is part of Man, it craves more 
no matter how much it eats. "That is why", 
Ms Scroggins tells us, "Stomach is the ene- 
my of man." 

That Ms Scroggins used a tale like this to 
illustrate a point is nothing unusual. Af- 
rica, with its oral tradition, is full of stories, 
and this one said a great deal about the pol- 
itics of food, which plays such a large part 
in Sudan's dark and unruly tale. What was 
surprising was that Pantheon, the pub- 


lisher of "*Emma's War", succeeded in Oc- 
tober 2002 in selling a four-page serialisa- 
tion of the book to American Vogue-of all 
magazines. 

Now, New York fashionistas do not 
normally take any great interest in the cur- 
mudgeonly civil war that has plagued 
southern Sudan for the past 19 years. If 
they have heard at all of the biggest coun- 
try in Africa, it is more likely because they 
saw the beautiful moon-faced Alek Wek, 
MTV's model of the year, in the 2000 Pi- 
relli calendar: Ms Wek is a Dinka and was 
born in southern Sudan. Or it might be be- 
cause President Bill Clinton once ordered 
his air force to fire upon a pharmaceutical 
plant outside Khartoum, the Sudanese 
capital, in the belief that it was a factory 
making chemical weapons. Or because 
the conflict in the south has on occasion 
spilled over into Somalia, the scene of Rid- 
ley Scott's gladiatorial epic, "Black Hawk 
Down". Of anything else regarding Sudan, 
like of so much else in Africa, most Ameri- 
cans remain blithely ignorant. How then 
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did Ms Scroggins get American Vogue 
hooked on Sudan? 

The answer lies not in what she wrote 
about, but how she wrote it. “Emma’s 
War” is one of three remarkable works of 
narrative non-fiction about Africa which 
have come out this year. The second is 
about the white farmers who still call their 
country Rhodesia until they remember 
that its name has been changed to Zimba- 
bwe. The third is set amid a sprawling Afri- 
can family divided between high govern- 
ment in Sierra Leone and exile in Britain. 

Africa has provided the setting for a 
host of narratives, ever since Isak Dinesen 
published “Out of Africa" in 1937. These 
new books are among the best of Dine- 
sen's children. Each one is a feat of story- 
telling, with its own inimitable voice. Each 
of the three authors writes about place by 
putting her characters at the front of the 
dramatic narrative, rather than heading 
straight for a dry political analysis of the 
countries in which they live. 
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Similarly, the aythors haye chers 





picked techniques more common to fic- 
tion writing. Pacing and narrative and, in 
particular, the development of character, 
are all vital to drawing the reader into a 
story he or she might never have thought 
to visit. All three are also first books, which 
says something about the passion that au- 
thors feel for their earliest subject; first 
books, like first love, live long in the heart. 
And ali three are by women. 


Of murder and mini-skirts 

Deborah Scroggins was 26 when she first 
went to Sudan in 1988. As a reporter for a 
crusading southern American newspaper, 
the Atlanta Journal-Constitution, her job 
was to write about a growing food crisis in 
southern Sudan and what the West was 
doing aboutit. “Aid makes itself outto be a 


the oilfields, while Christian groups in 
America.were pouring money into the 
south in the belief that by propping up the 
rebels they were establishing a vanguard 
against Islam. What the outsiders were 
really doing, Ms Scroggins demonstrates, 
was fuelling the civil war. 

Emma's. aid-worker friends, who 
smiled away her defiance and flamboyant 
clothes in the name of English eccentricity, 
were becoming increasingly concerned 
that she had crossed the line between ide- 
alism and partisanship. Meanwhile, Mr 
Machar paid a visit to his first wife, a fel- 
low Sudanese whom he had married very 
young and then abandoned, and they con- 
ceived their third child. Despite his many 


betrayals, Emma stood by her man. Two 


practical enterprise," she writes at the start - haz 


of her book, “but in Africa at least it’s ro- 


mantics who do most of the work.” 


One of the most romantic figures she Ff 
came across during an early visit was 
Emma McCune, a tall young English- — 


woman with the legs of a colt and a daz- 
zling smile. Where other aid workers wore 
sexless, shapeless khaki, Emma wore a red 
mini-skirt. She drove around southern Su- 
dan distributing pencils and blackboards 
to local primary schools on behalf of an 
idealistic Canadian charity. 

McCune might have remained a foot- 
note, another addition to the long list of 
humanitarians who, for at least a century, 
have become involved in Sudan for rea- 
sons often half-hidden from themselves, 
had it not been for her sudden marriage to 
an African warlord named Riek Machar, or 
Dr Riek as he was known to his followers. 

Despite the evident sexual attraction 
between them, Emma regarded the match 
in more idealistic terms, seeing it as a Way 
of bridging the gap between black and 
white. Without telling her, though, Mr Ma- 
char was soon to launch a violent quest to 
take over the Sudan People's Liberation 
Army (sPLA), the southern Sudanese rebel 
movement. Murder and kidnapping be- 
came part of his quest for power, and, like 
so many Africans, he sought money for his 
cause from a debonair businessman with 
a growl of a voice, Tiny Rowland. |. — 

What had raised the stakes for Mr Row- 
land, his new best friend the warlord, and 
the warlord's fellow rebels was the discov- 
ery of oil in the south of the country. West 
ern oil companies were paying the north- 
arn Islamic. eovernment to gain access to 





years later, at the age of 29, she was killed 
by a speeding bush taxi. 

For a short time, the SPLA Was SUS- 
pected of complicity in her death, but it 
was more likely to have been just one of 
those wasteful road accidents that happen 
with such dismaying frequency in Africa. 
Emma was five months’ pregnant, and her 
last words were for her unborn child. 
American Vogue headlined its excerpt of 
the book, “The Warlord's Wife". It was, as 
one magazine editor said, "irresistible". No 
wonder Ridley Scott is trying to buy the 
film rights. 

In the company of Emma McCune, 
misguided though she might have seemed 
to some, Ms Scroggins takes the reader by 
the hand into the hot dust of southern Su- 
dan and the politics of the belly, where 
black meets white, rich meets poor and the 
fat white paunch of the West gets to look 
upon starving Africa's distended stomach. 
It is an encounter that reeks of brutal in- 
consistency; dry political analysis could 
never achieve the same dramatic effect, 
nor could news journalism. 

If you think of the main recent televi- 
sion reports from Africa—the genocide in 
Rwanda, the limb-hacking in Sierra Leone, 


the deadly effects of Arps in Botswana or 
lava snaking through the centre of Goma 
town in Congo—you remember just how 
much television's appetite is for the gro- 
tesque. In television, there is no room for 
little people in Africa unless they are dead 
or, at the very least, dying helpfully in large 
numbers. Reporting from the top down of 
this kind can be impressive, but it offers lit- 
tle flavour of life on the ground. More im- 
portant, it sheds no light on how Africa 
survives, or thrives even, among all the 
flood, blood and famine that is its reality 
television. And yet thrive it does. 

To explain how takes another kind of 
storytelling, and a different storyteller. 

Alexandra Fuller is one of the many 
women writing narrative non-fiction 








about Africa today, perhaps because 
women—who occupy fewer positions of 
power, particularly in Africa—are good at 
telling a story from the bottom up. Ms 
Fuller's cast is made up of her father, a 
gruff but gentle tobacco farmer with ciga- 
rette ever in hand, her mother, blonde and 
brittle as an eggshell, and her sister. Fea- 
tured too are the family's three other chil- 
dren, who are all dead. The setting is Rho- 
desia as it turns with hope into Zimbabwe, 
and then through fear and harassment 
into something darker. 

Quietly, Ms Fuller evokes the smells 
and sounds of southern Africa, the lem- 
ony light of early morning and the song of 
the Cape turtle-dove, “Work-hard-er, 
work-hard-er". But it is her ear for the 
rhythms of speech-a Rhodesian police- 
man in tight-squeaky shoes explaining 
that the way to avoid landminesis to avoid 
opening tins of buttery shortcake, or two 
sisters in an outside lavatory bickering in 
the dead of night over who gets to pee first 
and who has to hold up the torch against 
scorpions and snakes-these are the voices 
that make this book so rough, so sad and 
so absurdly funny. 

It is not easy, or has not been until re- » 
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cently, to create sympathetic figures out of 
white Rhodesian farmers. Ms Fuller's par- 
ents are in turn drunk, loud, bigoted and 
visibly exasperated with their workers. 
Her mother, she reports, calls Kelvin, the 
cook, "bloody idiot" to his face when he 
tries to get rid of the flies in the Fullers' 
kitchen by spraying it and himself with an 
entire tin of an insecticide named Doom. 
"Idiot!" she shrieks over Kelvin's near-co- 
matose body as she realises he first took 
care to close the windows. "You could 
have killed yourself." 

In time, Mrs Fuller has a nervous break- 
down. It is not Africa that drives her mad, 
but her dead children, one stillborn, one 
killed by meningitis, one drowned. "It is al- 
most lunch before anyone notices Olivia is 
missing. She is floating face down in the 
pond. The ducks are used to her body now, 
paddling and waddling around it, throw- 
ing back their heads and drinking the wa- 
ter that is full of her last breaths." Ms 
Fuller's talent as a writer is there on every 
page, and it is sentences like these that ele- 
vate her book into a timeless portrait of hu- 
man folly, and a love letter to two people 
whose devotion to the land they till is 
equalled only by their bewilderment at 
those who have come to rule over it. 


The dark underbelly 

Of course, it is not only white people who 
are bewildered by their leaders. African 
writers, such as Chinua Achebe, Bessie 
Head and Helon Habila, have, for the most 
part, turned to fiction orto the theatre to try 
to make sense of their continent. Tradition- 
ally, it has been white writers, ironically 
those you would think were most insu- 
lated from Africa’s hardships, who have 
been the first to translate its rawness into 
narrative non-fiction. 

After Dinesen came Rian Malan, writ- 
ing about interior exile in South Africa 
(“My Traitor’s Heart”), Peter Godwin on 
Zimbabwe (“Mukiwa”) and Kuki Gall- 
mann on Kenya (“I Dreamed of Africa”). 
Ms Fuller is the latest, and one of the best, 
of a series of writers whose engagement 
with the cruelties of the continent is as 
sensitive as itis eloquent. But still, to a man 
(or woman), they remain stubbornly un- 
African. The black Africans who appear in 
many of these books are ciphers, sound- 
less props that fill the picture, like furniture 
or trees. Which is what makes Aminatta 
Forna's memoir, the third of the three 
books, so unusual. 


Ms Forna is the daughter of a British 
mother and Sierra Leonean father who at- 
tended medical school in Scotland dressed 
in well-cut suits, "his dark skin glowing 
against the starched white cuffs and col- 
lar." Crossing the room to greet a young 
woman with a French plait rising out of 
her long neck like a coiled tulip, he held out 
his hand: “I’m Mohamed. And you are?" 
This was 1959 and her father was not im- 
pressed. "There are black women for black 
men, Chinese women for Chinamen and, 
for all I care, green women for green men." 
The two married anyway, and, after a 
party to celebrate his nation's indepen- 
dence in 1961, Forna puffed away at six cig- 
arettes in one go: "I'm smoking for free- 
dom, man." 

The Fornas returned to Sierra Leone. By 
day, Mohamed ran a medical clinic for pa- 
tients who could not afford the doctors 
who charged for their services. Growing 
up, Aminatta longed to help him, and 
spent her pocket money on gauze, splints 
and Dettol to fill her very own medical 
bag. The five-year-old rolled bandages, 
and at night slept the sleep of the satisfied 
as well as the innocent. Her father, mean- 
while, was being sucked into politics. 

Forna was named minister of finance 
by the country's moody and unpredict- 
able leader, Siaka Stevens. Seven years 
later, he confronted Stevens over the presi- 
dent's involvement in illegal diamond- 
dealing. Stevens retaliated by having him 
tried with a number of colleagues on 
trumped-up charges and hanged for trea- 
son in the dead of night. Hardly anyone 
protested. But Sierra Leoneans began 
wearing their hair in a new style: seven 
braids descending on either side of the 
crown and a single braid in the centre, run- 
ning from the forehead to nape. Mohamed 
Forna and the 14 others. 

Three times, Ms Forna, her brother and 
sister were sent into exile for their safety. 
First, with their mother they lived in Scot- 
land, squeezing themselves into a caravan 
in a field because British landladies would 
not rent to "foreigners". Later, after their 
parents divorced and remarried, it was the 
young Fornas' heroic new African step- 
mother who watched over them, raising 
money (from Rowland again) and making 
sure they did their homework. 

In 2000, Ms Forna, by then a documen- 
tary film maker with the BBC, returned to 
Sierra Leone to try to find the truth behind 
herfather's execution and the men who or- 
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dered it. Stevens was dead, and much of | 
the country was being ruled by Foday San- 
koh's bestial rebels. Many of those who - 
voted in the 2002 presidential electionhad — 
to do so with their big toe: both hands had | 
been amputated. Through one of the trial - 
lawyers, Ms Forna miraculously found the 
transcript of her father’s trial. She also read 
for the first time the letter that her father 


had written to his children the night before : 


he died. | 
Gently, taking her time, she also ex- 
plores the symbolism of her journey, and - 
how the loss of her father and the years: 
exile echo an Africa that survives in spite- 
of having lost so many of its hopes and- 
dreams. The passages about life in Britain — 
are easy to colour in; the dark, the cold, the — 
friendlessness. But it is when she moves . 
her canvas to Sierra Leone that Ms Forna's - 
memoir really explodes into life. ` 
Not for her the romantic Africa of | 
empty landscape and nostalgia for the 
wild. Hers is a great west African bus of a 
book, full to bursting with her extended 
family, her “aunties”, as she calls them, 
swaying with voices, music and warmth. 
Just as fervent as the search for the fa- 
ther she lost is the search for the little Am- _ 
inatta as she was before Africa, with allits - 
giving and taking away, began to shape - 
her into the person she eventually b 
came. In the midst of her quest, Ms Forna 














goes to Rokupa, the Freetown suburb è 
where her father's bones were buried after — — 
his body had been soaked in acid. A little — 
girl in a cotton dress that has slipped off 
one shoulder watches her. “I remember __ 
her now, as I write, the little girl who once > 


was me. If I concentrate my will I can still. 
summon her, sometimes. She is there, the 
girl who believed there was a place some- 
where on this earth, a place where a devil 
came down at dusk to dance alone on the- 


water." 8 
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English, amongrel language itself, has spread its genes worldwide. But does this mean that other languages are doomed? 


HO are i leader no global? Bosses 

who say no to everything? Not even 
that concession to its own syntax does the 
Italian language make: no, they head the 
anti-globalisation movement. And that's 
in the Corriere della Sera, a Milan newspa- 
per of much solemnity. Such is the ruth- 
less onset of the English language. It is an 
utter mongrel itself, born of Latin, Greek, 
German, French and more, plus sundry ex- 
imperial spatterings. But just take a shufti 
or a dekko-a look, as British soldiers 
learned in Egypt and India respectively—at 
the way the mongrel is biting back. 

Witness the Corriere’s report of one 
anti smog day, when only odd-numbered 
cars could move on parts of the historic Via 
Emilia. But if you dared to risk the raid 
along it (a word imported via France, as in 
le raid Paris-Dakar), no need to dribblare 
like a footballer to avoid the checkpoints— 
lo stop was pretty random. Not for lack of 
performance: small towns were excused. 
Even so, imagine the chaos if a smash had 
put the—open-to-all—freeway paralleling 
the historic road in tilt (roughly, a seizure, 
as in pre-electronic arcade games). 

The same issue reported a Cartier open- 
ing where the star was greeted by i clacson 
of cars, i flash of photographers and the ap- 
plause of i fan. Plus a Dior show—and fash- 
ion at least is French, surely? It is not. Hard 
models, a bit drag queen, but the cut was 
soft. Then to a rival show, where i top, 


trench-bustier, body and short were a trifle 
porno shop. And finally to a super cocktail. 
The language of Dante is not alone. On 
one page in November the Amsterdam De 
Telegraaf used spam, junkmail, mailbox, 
software, filters and downloaden; recorded 
that a rockdiva had a baby, a nieuw album 
(^Graduated Fool") and a single destined to 
become een grote hit; and reported police 
surveillanceteams watching errant cars—a 
stationwagon, maybe—with a videocamera 
(but no radar, since some motorists use a 
radardetector). Since Japan emerged from 
isolation in 1853, Japanese has adopted 
and adapted countless English words. Ger- 
man perhaps outdoes all in its readiness to 
be invaded: over 30 years ago, a dictionary 
could list 3,000 recent foreign arrivals. 
And France, whose officials are so keen 
to protect its tongue from “Anglo-Saxon” 
pollution, and whose citizens, at least the 
young ones, barely give a damn? Oddly, 
both groups may be right. French was 
never in fact the staid language of Racine 
or the Académie française. From the days 
of Villon, some of whose poems, in 15th- 
century slang, are now a conundrum even 
to scholars, it has constantly reinvented it- 
self. Like English, it has also absorbed for- 
eign words: the French stay in Algeria left it 
slang like bled, a village, or toubib, a doctor. 
Nor has it merely taken in English words 
but-just as English did in past centuries 
with French—has transformed their mean- 


ing, indeed has invented English-sounding 
words that English never knew: shakehand 
(although, curiously, Melanesian pidgin 
English has sekan, an agreement), talkie- 
walkie, recordman, rugbyman and other 
such (though the tram-driving wattman is 
from Belgium, dressman is a Danish male 
mode! and poleman, the one in pole posi- 
tion, seems to have been born in India). 

The -ing words of English, for some rea- 
son, are especially favoured for adoption. 
Among the oldest (three centuries or so) 
clearly English words attested in French 
are pudding (though it may itself come 
from the French boudin), redingote, riding- 
coat and (though this was never natural- 
ised) boulingrin, a bowling green. Many 
more -ings have recently arrived, nearly all 
as nouns. Le shopping is pure English. Oth- 
ers are close to the English verb: un lifting, a 
face-lift, or le pushing, which (in Quebec) is 
influence or pull. But some are at one re- 
move: un dancing, parking or camping are 
places where you do those things. And un 
lashing is further off still—not flagellation 
but what beauticians do to your eyelashes. 

The -ing family has not moved only 
into French. A smoking, a dinner jacket, is 
so over most of Europe, Sweden and Rus- 
sia included. A living is a living-room in 
French and Spanish; French has listing, 
Spanish listin, for, simply, a list. 

But meanings can vary. In French, press- 
ing is a dry-cleaner’s shop; in German, » 



























tackling, as at football; in Italian, putting 
pressure. Footing can mean a long trek in 
French, but also a stroll (which in Italian 
can be trekking); or, in French, Italian, Span- 
ish and Portuguese, it can also mean jog- 
ging, though it has now largely given way 
to jogging itself (which in Belgian French 
can mean a tracksuit, which in turn, in 
-both French and Hebrew, can be a train- 


Rx ing). And at one time in Brazilian Portu- 


guese, footing could be the evening walk 
round the town square, where the young 
men and women eyed each other up. 

So maybe French need not really fear 
the Anglo-Saxon -ings. But what of newer 
. arrivals like lister, to list, crasher, to crash— 
as of (but by now not only of) the office 
systems? Or badger, to use an electronic 
identity badge? Or the bar that demands 
looké clothing of its customers? Humph. 

Nor, since the 18th century, has French 
really hit back. The arrival of British media 
at the European Union has exported a few 
French idioms to English—"reticent" for 
“reluctant”, “in the margins of the meet- 
ing" or “running into the sand"—but these 
are new uses, or abuses, of existing English 
words. L'informatique, a neat umbrella for 
the whole field of "computing", "informa- 
tíon technology" and thelike, did not catch 
on in its English form, “informatics”. One 
of the few true new exports is the change 
on the fascia of the place where Britons 
now buy foreign currency, but even that is 
unknown to ordinary text or speech. 

Perhaps French should have done as 
Spanish and Portuguese have, ruthlessly 
adapting English words to their own or- 
thography. You might guess a listin, even a 
mitin, a meeting (and Chileans reverse the 
process with a walking closet, a cupboard 
you can walk in to). But would you spot 
bluyins-blue jeans? The Peruvian guachi- 
man (and his wife, the guachimana) guard- 
ing your house, maybe. But the hitch- 
hiker's ride, a raid, perhaps with the driver 
of a picape? Or the Portuguese queque, a lit- 
tle cake? And what is a Cuban's jonron? A 
home run at beisbol-two of many sports 
terms that have gone worldwide: you may 
suffer a nocauteif you deride the gol scored 
by the favourite time of some Brazilian 
football fà, unless, being a slang-speaking 
Italian, you deflect trouble at the last mo- 
ment and are salvato in corner. 

In contrast, if French purists want evi- 
dence, they can point to the dire results of 
German complacency: brunchen, clicken, 
faken, fighten, flippen, jobben (to work part- 
time), mobben, outen, shoppen and many 
more. Still, even such horrors are at least in- 
flected German-style. Thus the staff may 
think they can relaxen, the boss having 
been gekidnappt, but not so once the man- 
agement has braingestormt a bit. 

And German, like French, has readily 
reinvented English for its own use. In 
sport, for example. From tennis's Tie-Break 
and Match-Point, German only in their 


capital letters, it was a short step to Long- 
line (the tramlines), Volleystop (a drop 
shot) and Volleycross (a cross-court volley). 
German women, like Italian, French or 
some Latin American ones, can buy a Body 
Cstocking, or maybe a leotard) while their 
boyfriends haggle over an Oldtimer, an old 
car. And then to remake contact with a call 
on the Handy, the mobile phone. 


The power of technology 

That universal modern toy is strangely un- 
universal in its name. “rv” and "video" 
have conquered most of the world, not so 
the short and easy "mobile". To the Dutch 
too it is a handy; to Indonesians a hand- 
phone (for them, a mobilis a car), to Israelis 
a pelephone, to the French a portable, to 
Spanish-speakers a celular, to Swedes a 
yuppienalle, the yuppie's teddy bear. And 
to Americans itis a cellphone. 

Yet technology habitually spreads lan- 
guage. In the past, English imported “cot- 
ton" from Arabic, via Spain; "tussore" be- 
gan as the Hindustani word for a shuttle. 
Many English seafarers’ words are bor- 
rowed from Dutch. Likewise in later centu- 
ries British or American technology often 
took its English name abroad. 

"Cement" became Shanghai's word for 
any street paving, asphalt included; a Gulf 
mechanic fixes your car with ispannerat. 
The xerox has spread to Spanish, Portu- 
guese and Russian, to go no further; not to 
France or Germany, but the document 
may be faxé or gefaxt. These days it is in- 
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formatics that spreads de — an iit 
ian may cliccare or sciftare at his keyboat 
and, for all the efforts of officials, Frei 
men get their news off le web, and send it] 
via an e-mail as much as by (delightful hy- BS 
brid) un mel. Turks send a simple mail. And ES 
the Japanese-typically of their Procrus- ES 
tean way with foreign words—use a pasu- B 3 
con, a personal computer, for their masu- BIB 
komi, mass communications. And if the 
(widely adopted) software goes wrong, get 
an Israeli ledabeg, to debug it. ut 

Xerox typifies a wide range of proper Gu 
names which (as often in English) havebe- — 
come generic. A voksal, as in Vauxhall, a — 
district of London, is a Russian station. Via | 
Indian English, a stepney, a spare wheel, so 
named after the firm that supplied them 
joined Indian vernaculars~and, disguised 
as an estepe, the Portuguese of Brazil. Brazil 
also got a hollerite for a pay-cheque, and a 
bonde for the old trams of Rio, from the 
British firm that built them. Its citize 
when jogging, are doing cooper, from an 
American doctor who recommended it; 
they may drive a jipe (as do many others. 
in various spellings), while the native Por 
tuguese lounge in a maples, an armchair 
as sold in that London furniture store. — 

To Koreans a stapler is a hochikisu, a 
trenchcoat a babari. To Filipinos (whose - 
Tagalog gave us “the boondocks”), tooth- - 
paste is colgate and any video-recorder a 
betamax. A Pole's bicycle is his rower, as in 
Rover, a former British maker; for like rea 
sons, the chainguard of a French or Italian | 
motorbike is a carter. A French electrician . 
binds bare wires with chatterton, and may . 
scotcher a parcel, while some Spanish 
speakers use cinta escoch, a tape which in 
Brazil is durex (which in turn in Mexico 
socks, in Ecuador a cooking stove). And the 
vast migrant jargon of management-speak 
and finance has produced one local and 
short-lived jewel: at the Bank for Interna- 
tional Settlements in Basel, 1990s French- 
speaking regulators learned to cooker a. 
bank's assets—not fudge them, but weight — 
them according to rules set out byacom- 
mittee chaired by a certain Peter Cooke. 


Aserious question zt 
There are many more oddities. Why did = 
the land of Odysseus need to transcribe 
"ferryboat" into Greek script? Was it row- 
ing that gave Czech its common greeting, 
ahoj? Why did Hungarian pick on farmer 
for jeans? Why did Finnish slang, adopting — 
skidi for a child and biisi for a piece of mu- 
sic, reshape the English originals with 
sounds-the initial sk- and the b—that are 
unknown to Finland's native tongue? Did 
Russian really have to hire a killer to mur- 
der one's business rivals? Perhaps some 
polymath can tell us. And there is a serious 
side to all these curiosities. Is it true, as 
many believe and fear, that adopting Eng- 
lish vocabulary is death to other lan- 
guages? It didn't kill En ji: 
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ACROSS 
1, 4 Gulf state migrant now firmly ro oted 
án Washington (6,4) 
6See1dn 
"8 My goodness (though not by it) what 
diamonds she got! (3) 
g Typical Russian leaders follow one (4) 
11 Said to be heard (4) 
13 Fool of a young thing (3) 
14 It’s work to join a community so 
close (4) 
16 Cut out a former partner’s comeback (3) 
17,18 Elaborate demands for dull head of 
defence (6,8) 
19 Mechanisms attach springs to fringes 
of surrey (7) 
20 Crazy, man (7) 
22 Hateful bar horde in fracas (8) 
25 High-flyer Sam wastes time becoming 
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member of the chorus (6) 

26 First Lady (3) 

27 A denizen of the deep? (4) 

28 Enterprise at sea, say, initially (3) 

29 Tiny half-portions (4) 

33 Its smoke could partly blanket Naples (4) 
34 A Brit in Sydney? (3) 

35 There’s no such lunch (4) 

36 Flyer sent back, by the sound of it (4) 

37 See 7 dn 


DOWN 

1,6 ac After a space, back ban on a citizen 
of 32, for example (4,4) 

2 Northern scene of Middle East 

process (4) 

3 Earth goddess? (4) 

4 Moneyman, an Arab from the West, 
perhaps (6) 


T A year dominated by the Middle East, 
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not even our crossword compiler could 
escape the dire effects-and his work 
shows it. Let's hope his prizes have the op- 
posite effect. The first two correct solutions 
picked atrandom on January 10th will win 
their senders the 1989—centennial-illus- 
trated edition of Jerome K. Jerome's "Three 
Men in a Boat”; 113 years old and, as few 
classics of humour can hope to be, still 
funny with it. The solution, and the names 
of the winners, will appear in our issue of 
January i8th. Solutions can be sent by 
post, fax or e-mail, or via aform on the free 
section of our website. 


Entries—including your name, postal ad- 
dress and telephone number, please — to: 
Crossword, The Economist, 25 St James's 
Street, London SW1A 1HG, Britain. 

Or by fax: (44) 20 7839 2968 

Or e-mail: crossword@economist.com 

Or website: http://www.economist.com/ 
diversions/crossword2002 
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5 From start of sanctions, uneasy aides 
shun mad dictator (6,7) 

7,37 ac Leader of Israel in diaspora, Noah 
seizes right of return (5,6) 

10 Such a politician can be moved to 
dump rival in it (8,5) 

12 Potentially explosive comments (9) 
14 New woman, if in order, can make 
comeback as leader of peacemakers (4,5) 
15,23 Labour boss, only a bit confused— 
and right (4,5) 

21 It’s the notion of some vague aide (4) 
23 See 15 

24 Run off into the wilderness (6) 

30 Ah,to break a solemn promise... (4) 
31... hits back at the Yard (4) 

32 Nobody could inhabit this place (4 








Dee Brown 


Dee Brown, historian of the American west, died on December 12th, aged 94 


ESPITE its emotive title, Dee Brown's 

"Bury My Heart at Wounded Knee" is 
not what publishers call a page-turner. It is 
446 pages long and each of its 19 chapters 
deals at length with an aspect of the his- 
tory of North American Indians, sup- 
ported by much detailed documentation. 
But when the book came out in 1970 re- 
viewers found its pages well worth turn- 
ing and wrote enthusiastically about Mr 
Brown's report of the white colonisation 
of the American west looked at from the 
Indian point of view. Numerous newspa- 
per and magazine articles and television 
appearances by Mr Brown made the book 
a success, eventually selling 5m copies in 
15 languages. Mr Brown turned out to be 
white, not an Indian storyteller as some 
had supposed. He charmed audiences 
with his account of how he had imagined 
himself as a "very, very old Indian" look- 
ing east "towards the Atlantic Ocean" from 
whence the whites had come and 
"remembering the past". 

Mr Brown had been writing, mainly 
about the American west, for nearly 40 
years before "Wounded Knee" was pub- 
lished. For many years he had a day job as 
a librarian, at first working for a number of 
government departments and later for the 
University of Illinois. None of his previous 
books had attracted much attention. But 


his new book seemed to have caught a re- 
visionist mood about perhaps the most 
important event in American history, the 
great expansion westwards. Mr Brown 
had not been the first to see that the Indi- 
ans had been the victims rather than the 
villains. Other historians had noted the 
ruthlessness of American generals such as 
Phillip Sheridan: "The only good Indian is 
a dead Indian." But Mr Brown's book was 
a comprehensive indictment of American 
treatment of the Indians. It was a rebuttal 
of decades of Hollywood fantasy about 
the west. Most western movies made since 
the 1970s have sought to show Indians 
having some dignity, although even now 
itis rare for an Indian character to be given 
a starring role unless you include Disney's 
Pocahontas. 


A time of legend 
He was born Dorris Brown, but for the 
sake of a quiet life at school in Arkansas he 
preferred to call himself Dee. Western le- 
gend was still fresh in the minds of the lo- 
cal people. Dee's great-grandmother had 
known Davy Crockett. One of Dee's 
friends was an Indian boy whose father 
worked on an oil rig. Once when they were 
watching a cowboy film his friend said, 
"Those aren't real Indians.” 

Real Indians, Mr Brown was to dis- 
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cover, had for centuries coexisted with 
whites. They traded amicably and there 
was plenty of room in North America for 
everyone. In the three decades from 1860 
to 1890, America's population doubled 
from 31m to 62m, mainly because of immi- 
gration. In what politicians called the 
country's "manifest destiny", land that the 
Indians believed was theirs was handed to 
whites who could make the long journey 
westward and take possession of it. Go 
west young man, the government said, 
echoing a sentiment made by a romantic 
newspaperman, and take your family 
with you. Promises made by the govern- 
ment to Indians to respect their ancestral 
rights were dishonoured. The Indians 
were herded into reservations, a process 
that had started earlier in the century, or 
they were killed. Indians were described 
as red savages who scalped people (actu- 
ally a practice of white soldiers). The so- 
called "Indian wars" were skirmishes 
where the put-upon Indians fought back 
and were usually crushed. Wounded Knee 
Creek in South Dakota was where in 1890 
soldiers from the American Cavalry 
slaughtered more than 150 members of 
the Sioux, many of them women and chil- 
dren. The site remains a reminder that the 
whites have not been forgiven for destroy- 
ing the Indian nation. 

Mr Brown said that in his researches 
into the negotiations between the Indians 
and the American government, he was im- 
pressed by the quality of the Indian repre- 
sentatives. They were well briefed and 
aware of the government's policy of mani- 
fest destiny. Their weakness seems to be 
that they trusted the government to keep 
its word. "Their trust in authority was 
amazing; they just never seemed to believe 
that anyone could lie," Mr Brown said in 
an interview. In "Wounded Knee" he 
quotes an Indian called Standing Bear: 


When people want to slaughter cattle they 
drive them along until they get them to a cor- 
ral, and then they slaughter them. So it was 
with us. 


Some commentators have said that the 
American government practised genocide 
against the Indians in the 19th century. But 
this sometimes misused word implies, in- 
correctly, that the government adopted a 
policy to kill off all Indians. What hap- 
pened was that America was caught in 
what Tolstoy calls the unstoppable march 
of history; and in retrospect the overbur- 
dened government's policy is seen as one 
of muddling through. The immigrant 
hordes were going to move into what they 
saw as empty spaces whether or not they 
had permission from the government. The 
shame of the process remained hidden for 
many years, aided by mythology. Dee 
Brown, the painstaking librarian, did 
much to set the record right, g 
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INFORMATION SESSIONS Tokyo | London Business School's specialist Masters in Finance | 
: Monday 17th February, 18:30 | | EE ; | 
| Milan u DER ew Ot ie heu Cho programme is taught by the School's. internationally 
Tuesday 21st January, 18:30 l LN | : ar ee € | 
Four Seasons Hotel, Via Gesu 8 Chiyoda-ku renowned faculty and is designed for individuais whose | 
Aian | HongKong | careers require an in- dent knowledge of finance. | 
Tuesday 28th January, 18:30 Tuesday 18th February, 18:30. | uu | 
Baur Au Lac, Talstrasse 1 Mandarin Oriental The programme is rigorous, iacta ene career- 
5 Connaught Road, Central | 
| Madrid TT ental | orientated. It can be completed in 10 months of ful -time - | 
Wednesday 29th idu dn “Singapore study or in 21 months of part-time (mainly evening) | 
Westin Palace Hote Thursday 20th February, 18:30 | 
Plaza de las Cortes The Fullerton Hotel, 1 Fullerton Square. attendance at the school. To find. w more, come to an | 
Lisbon Melbourne | information session: | 
Thursday 30th January, 19:30 Pe ae 
: a ate Palace Monday 24th February, 18:30 i 
Rua do Pau de Bandeira Park Hyatt Melbourne London information sessions at: | 
| Parliament Square | POCO - " | | 
Munich off Parliament Place | London Business School, Sussex Place, Regent's Park, NWI. | 
Monday 3rd February, 18:30 | 
Arabella Sheraton Grand Hotel Sydney | Monday 20 January 2003, 6.15 pm | 
Arabellastrasse 6 Wednesday 26th February | | 
Frankfurt — is Monday 17 February 2003, 6.15 pm | 
Monday 3rd February 2003, 18:30 = liiis Wednesday 19 March 2003, 6.15 pm 
igenberser Frankfurter H acquarie Stree 

ere us Thursday 10 April 2003, 6.15 pm | 
TON PI Santiago | 
Prague Modióae ig | Minnin 1n Mm cu EU | 
Monday 3rd February, 18:30 — Santiago Marriott, Ave. Kennedy 5741 Monday 9 June 2003, 6.15 pm | 
Prague Marriott Hotel, V. Celnici Condes | 
ague Marriott Hotel, V. Celnici- 10 Las Cong Tuesday 15 July 2003, 6.15 pm | 
Budapest Buenos Aires | 
Tuesday 4th February, 18:30 Tuesday 11th March, 19:30 | 
Le Meridien Budapest ^ jor Palace Hotel, Av. Alvear 1891 | SUSSEX Place | 
Erzsebet ter 9-10 Regent's Park | 
Athens Sao Paulo London NWI 45A | 
Thursday 6th February, 19:00 Thursday 13th March, 19:30 | Tel: +44 (0)20 7706 6840 | 
nee INAV Athens Pld Hotel inter-Continental Fax: +44 (0)20 7723 1788 | 
Alameda Santos, 1123 | 
A NH information about all our | email: mifinfo@london.edu | 

ceed MASTERS LN TIS masters programmes will be | | ! d : d 
E : F| N Pan pb available at all sessions. WWW. lon on x e Uu | 
: : -tandon Business Schoo! exists to advance learning and research in business and management EC20/12/02 | 
| 
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For further information about flexible study options, please contact: 


Tel: +44 (0)20 7862 8360/61/62 Email: enquiries@external.lon.ac.uk 


www.londonexternal.ac.uk 
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Open, Distance & 
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THE OXFORD ARE YOU COPING WITH CHANGE 


ADVANCED 
MANAGEMENT OR LEADING IT? 


PROGRAMME 


15 June — 12 July 2003 Oxford's executive programmes offer a challenging and innovative 
5 October — | November 2003 learning experience, providing leaders with the platform and 
resources to develop their own fast-track careers. 





THE OXFORD The programmes address global and individual management issues, 
STRATEGIC drawing upon the academic capital and corporate experience of the 


LEADERSHIP University of Oxford. 


PROGRAMME These three residential programmes take place within the University’s 
18-23 May 2003 dedicated postgraduate college of management studies, Templeton 
9.14 November 2003 College, which offers the ideal setting for learning and networking. 


For more information, visit www.execed.oxford.edu, or contact 
Dorothy Cooke, Templeton College, 
Use rs : eni PR University of Oxford, Oxford, OX! 5NY, UK. 
Tel +44 (0)1865 422776, Fax +44 (0)1865 422501, 
FINANCE email info@execed.oxford.edu 
PROGRAMME 


11-16 May 2003 
16-21 November 2003 


Templeton College 
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=i Copenhagen Business School 


New unique 
Leadership Mentoring 


Scheme" 
Be mentored by leading CEO's 
from Copenhagen and Scandinavia. 
' Consult www.mba.dk for more info. 





Join the new "cutting edge" MBA in Scandinavia 


Copenhagen Business School (CBS) is now launching an innovative full-time MBA 


In September 2003 CBS will launch an innovative will ensure a truly exciting and challenging 
General Management MBA programme designed educational environment that will test your limits 
for the future — offering a Knowledge Intensive and develop your skills tremendously. CBS 
focus and the highest involvement from international is Northern Europe's largest post-graduate 
business life. You will be part of a class consisting management school with more than 350 leading 
of 65 talented professionals representing countries academics. CBS is EQUIS accredited and has 
from all 5 continents. Our world renowned faculty students from more than 70 countries. 





TN hi Y i ] tt > 

pi > Sy LATOA à 
Tokyo 14th January Toronto 15th February Buenos Aires 13th March 
Seoul 16th January Boston 17th February Paris 13th March 
Taipei 18th January New York 19th February Montevideo 14th March 
Manila 20th January Moscow 6th March Amsterdam 15th March 
Bangkok 22th January Mexico 10th March London 17th March 
Singapore 25th January Frankfurt 11th March Sao Paulo 17th March 


We will also be visiting Kuala Lumpur, Stavanger, Oslo, Bergen and Malmó, see website for details. 


REPUTATIONCDb. com 





Copenhagen Business School - Full-time MBA Programme 
Dalgas Have 15, DK-2000 F redenksberg - Copenhagen, Denmark - Te +45 3815 3016 - Fax: +45 3815 3017 - info.mba@cbs.dk 
g g g 


www.mba.dk 
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GENEVA 2003 


During the past two decades, the FAME Executive Courses in Finance 
have become the benchmark for executive training in asset allocation, 


risk management, forecasting and quantitative analysis. i 
The emphasis on practical applications and our renowned | 
international faculty ensure that participants build skills that are | 
directly applicable to their daily work environment. | 


FAME 


EXECUTIVE COURSES IN FINANCE 





ine 
PERIT 





| 1 Didier Cossin April 28 - May 1 E o o 
CREDIT RISK PRICING, MANAGEMENT, AND THE USE | oo : - 
| OF CREDIT DERIVATIVES E | 7 0 
2 Paul Embrechts May 5-9 E > Kon Fenton s 
MODELING EXTREME EVENTS AND DEPENDENCE IN : |, Ws one! wong s Top. 
FINANCE: RISK MANAGEMENT BEYOND VALUE-A-RISK — — |J. executive ti 
3 Tim Bollerslev May 12 - 16 E = v p 
E ESTIMATING AND FORECASTING FINANCIAL MARKET E | : 
7 VOLATILITY AND CORRELATION E S oo 


3 - | 4 Yacine Ait-Sahalia May 19 - 23 | 1. 7 — Ad cna vu 
P INTEREST-RATE MODELS: THEORY AND PRACTICAL | p Bec" 


mo APPLICATIONS = S | — "v 


5 G. Andrew Karolyi May 26 - 30 | 
EQUITY PORTFOLIO MANAGEMENT 


| 6 Didier Cossin June 2 - 5 
REAL OPTIONS, FINANCIAL STRUCTURING AND BEYOND 


7 Kevin Wilson August 18 - 22 
SHAREHOLDER VALUATION AND SECURITIES ANALYSIS 


8 Francis X. Diebold August 25 - 29 
FINANCIAL ECONOMETRICS AND FORECASTING 


9 Richard Levich September 1 - 5 
EXCHANGE-RATE ECONOMICS AND FORECASTING 


10 Stephen Schaefer September 8 - 12 
MODERN FIXED INCOME MARKETS: RELATIVE VALUE, 
ARBITRAGE, PORTFOLIO AND RISK MANAGEMENT 


11 René Stulz September 15 - 19 
INTEGRATED RISK MANAGEMENT : 


12 Russ Wermers September 22 - 26 
PERFORMANCE EVALUATION AND ATTRIBUTION 


13 Thomas Schneeweis and Giovanni Beliossi Sep. 29 - Oct. 3 
ALTERNATIVE INVESTMENTS 


i4 David Cox October 13 - 17 
IMPLEMENTING QUANTITATIVE TECHNIQUES FOR 
m FINANCIAL MARKETS j 


cu 15 Salih Neftci October 20 - 24 
uu CALIBRATION, ESTIMATION AND NUMERICAL METHODS 
gs IN FINANCE 


; 46 Martin Hoesli and Olivier Scaillet November 3 - 7 
P REAL ESTATE INVESTMENTS AND FINANCING 


p 17 Philippe Jorion November 10 - 14 | 
GLOBAL ASSET ALLOCATION | 


v 18 Salih Neftci November 24 - 28 
: FINANCIAL ENGINEERING 


and 
| THE CERTIFICATE FAME July 7 - August 8 | 
A 5-week immersion program in asset management, | 
structured products and private banking 


TA 




















For more information, please contact: l 
FAME Av. Blanc 49 - CH-1202 Geneva - Switzerland 
Tel: +41 22 731 95 55 - Fax: +41 22 731 95 75 
geneva-courses@fame.ch - www fame.ch 





World-class learning for life-long success. 
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INTENSIVE, HIGH QUALITY COURSES TAUGHT BY LSE FACULTY 


Established in 1989 over 20 thousand participants have taken the opportunity to study and exchange v 
ideas in an internationaly renowned arena, Summer School courses are taught and examined to LSE 
standards and provide a unique chance for participants to share in the LSE's tradition of academic Cu 
excellence. The programme offers over 40 three-week courses in the following academic disciplines: Ge 









u Accounting and Finance: ror ecasting; Financial Markets; Aécountiig SES 
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m Economics: Macroeconomics; Microeconornics: Econometrics 








memet 

















m International Relations: Globalisation; Political Development: Foreign Policy v 




















W Law: Contract; Tort; International Law 


it Mene 








Io HÁnL OR ela t 








u Management: Negotiation; Entrepreneurship; Strategy : 


I ÁÓ—Á o br 









Contact: The London School of Economics and Political Science Summer School Office 


ernail: summerschool@ Gise.acuk tel: +44 (0)20 7955 7554 fax: +44 (0)20 7955 7674 
http/www.Ise.ac.uk/summer-schoo! 
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Bocconi Univer 
School of Mansgement 


‘ONT 


SDA Bocce 


MBA - MASTER OF BUSINESS ADMINISTRATION 


Book the best seat for your professional future. if you want top quality management traini ing, the SDA Bocconi Master of E 
Business Administration is the course for you. it will give you professional and personal trai ining that will serve you right 3 


through your career. And last but not least, it will bring out the leader in you. www. sdabocconi it/ mba-en | 


MBA - SOA BOCCONI - UCI Via Balilla, 18 - 20136 Milan - italy Tel.++39-025836.31 25/6605 Fax +239-025836.3275 E E-mail: MBA&sdabocconi it 
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MSc International Securities, Investment and Banking 
Champagne for best trader on 7 February: www.ismacentre.rdg.ac.uk 

















IAA Cente: the Bunness Schoo! for Franca Markets m 

supported by he International Senes Market Axsorustion, 

the trade association and market tequistol lor tome 500 
mermbes organisations active in the global secures matet. 1$ MA 
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The University of Reading 
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E het lea ng IMA Centre Whitekrights: PO Box 242 Reading RGS 6BA UK 
000 MEE Tek +AA (0)118 378 8239 - Fax: +44 (0)118 3784741: Email: iismacentre.rdg.ac.u 





KINGSTON 
BUSINESS SCHOOL 


The DBA - Doctor of Business Administration 


Building on the strengths of our highly successful AMBA-accredited MBA 
programme, Kingston Business School now offers an innovative DBA 
programme. The DBA is the next generation of postgraduate 

education to make its presence felt in the UK, and is the ultimate 
qualification for business practitioners. 


















If you already possess an MBA or other business-related Master's degree, 
the Kingston DBA will elevate your skills to another level by developing 
the quality of your critical thinking and your ability to deal with the 
complexities of modern management today 


»« a true doctorate programme, equal in status with a traditional PhD 
* study with high calibre course colleagues 


* guidance from top-level academic staff 
» Successfully complete the programme and you will gain the tide of ‘Doctor’ 


Now recruiting for entry in April 2003 


For more information about our part-time, four year programme 
telephone Teresa Drew on 020 8547 7226 Fax: 020 8547 7024 
email: .drew(Qkingston.ac.uk 
www.kingston.ac.uk/business 


KINGSTON 


IN IY ER SIT NY 
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Dynamic organisations require original thinkers and confident individuals who are prepared to challenge 
established orthodoxies, devise new strategies and lead the way forward. 


General management Programmes can revolutionise organisational and individual futures by enabling 
participants to.maximise their personal potential and make a lasting contribution to their company's Success. 


At London Business School, our general management programmes support people as they make significant 
transitions within their organisation. E 


senior Executive Programme: enables senior managers to create the future for their organisation by addressing 
three key themes: Strategy, leadership and transformation. | 


Accelerated Development Programme: accelerates 
into general management roles by strengthening the 


> 


Young Professionals Programme: facilitates the move from high-potential to high-performing employee by 
developing skills in applying business knowledge and making things hanpen within an organisation. | 
- . Thought-provoking, stimulating and inspirational, our programmes aim to provide you with a personal. netw 
. : international contacts and the necessary confidence and capability to meet the complex challenges of bi 
leadership. | | o xen 


-æ 18 May - 13 June 2003 
© 28 September - 24 October 2003 


* 2 - 14 March 2003 and 27 April - 9 May 2003 (modular) 

* 15 June - 11 July 2003 Ens ene RET 
* 31 August - 12 September 2003 and 26 October - 7 November 2003 (modular) - 
* 16 November - 12 December 2003 1 pL 


* 9-21 February 2003 and 6 - 11 April 2003 (modular) 
* 14 - 26 September 2003 and 9 . 14 November 2003 (modular) 


ls seu London EE 
www.london.edu/execed Business - 


For further information please contact (quoting reference EE0203) Scho ol 
Karen Nisbett, Client Services, Executive Education, 

London Business School, Regent's Park, London, NWI ASA 

Tel: +44 (0) 20 7706 6835 Fax: «44 (0) 20 7724 6051 Email: nisbett kGlondon.edu 


i transforming futures - : 
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21st Century Trust 
Conferences For Tomorrow's Leaders 


The Business 
of International Affairs. 


The Global Master of Arts Program (GMAP) 


The 21st Century Trust promotes international encounter and debate at its 
conferences which bring together the rising generation of decision takers 
and opinion leaders worldwide. We seek talented candidates for our 2003 
programme, aged 25 to 40, from all countries and all fields of endeavour, 
including business, politics, academia, government, media, NGO’s, and the 
arts. Applications are particularly welcome from generalists interested in à 
given topic as well as from specialists. 


Become equally well-versed in the disciplines of business 
and international affairs with Fletcher's Global Master of 
Arts Program. Three 2-week residency sessions combined 
with 33 weeks of distance learning allow you to pursue your 
degree while maintaining your current professional duties. 


2003 Programme 


— 


„Global Civil Society: expectations, capacities, and the accountability 
of international NGOs 
28 March - 5 April 2003, Merton College, € Oxford, United Kingdom 
Moderator: Dr Michael Williams, Special Adviser to the UK Foreign 
Secretary: formerly with the United Nations and Amnesty 
International 


CLASSES BEGIN JULY 2003. 


The GMAP International Curriculum includes: 
Crisis Management & Complex Emergencies 
International Business & Economic Law 
International Finance 
International Negotiation 

| International Politics 
International Trade Economics & Investment 
Leadership & Management 
Transnational Social Issues 


2. The Future of Higher Education: dilemmas and opportunities 
28 July - 3 August 2003, Cumberland Lodge, Windsor, United Kingdom 
Moderator: Baroness Warwick, Chief Executive of Universities UK 











. History, Policy, and Identity 
7 - 15 October 2003, Madingley Hall, Cambridge, United Kingdom 
Moderator: Neal Ascherson, journalist and author 


















The Fletcher School 

of Law and Diplomacy 
Tufts University 

Tel: 617 627 2429 
www.fletcher.tufts.edu/gmap 
fletcher-gmap@tufts.edu 


Preparing Leaders with a Global Perspective 


For further details please contact. 


John Lotherington, 21st Century Trust 
25 Museum Street, London WC1A 1JT, UK 
Tel: «44-20-7323 2099; Fax: «44-20-7323 2088 





E-mail: trust? 21stCenturyTrust.org, or 
visit our web page: www.21stCenturyTrust.org 


The 21st Century Trust is a registered Charity, No. 295676 








The Anderson School at UCLA 


Global management perspective. 
oF Strategic thinking skills. 
ALA Leadership acumen for senior executives. 


UCLA's STRATEGIC 


LEADERSHIP INSTITUTE 
4A. July 27 - August 22, 2003 


Take away results-oriented strategies to identify, attack, 
and manage risk in a global business environment 





Professor Dominique Hanssens, 
Bud Knapp Chair in Management 









Maximize competitive advantage by using the levers of 
information-driven marketing, process improvements, 
and industry dynamics 


Strengthen leadership skills required for complex 

| 

Enroll Now! organizational change, to pilot your firm to increased 
+1 (310) 825-2001 market share, profitability, and stakeholder satisfaction 






execed ? anderson.ucla.edu Develop immediate solutions to your own Applied 
www.execed.anderson.ucla.edu Business Case 









The Economist December 21st 2002 


| 
Developed by The University of North Carolina, one of the world's leading business schools, and conducted in partnership with 
the Brookings Institution and the Center for Creative Leadership in collaboration with the Rotterdam School of Management, | 
the Global Executives Institute is designed to give senior leaders the unique knowledge, skills and confidence to succeed in the 
global economic and political arena. For program details, call 1-919-962-1531 or visit www.kenan-flagler.unc.edu/ec 


| 





For more information contact 


Global Executive MBA MBA Admissions 

lel.: +34 93 253 6444 Tel: +34 93 253 4229 
Fax: +34 93 253 4343 Fax: +34 93 253 4343 
globalemba @iese.edu mbainfo@iese.edu 


um | ES F Av. Pearson, 21 
gi 08094 Barcelona Spain 


Business School v WWW.lese.edu 


Come and join us 


For full details on these and other 
information events please visit www.iese.edu 


University of Navarra 
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7 ENAN-FLAGLER 
: BUSINESS SCHOOL 
UNC-CHAPEL HILL 


IESE's MBA 
Programs 


Case Study Presentations 


Budapest 
January 21, 2003 


New York 
January 25, 2003 


Frankfurt 
January 28, 2003 


San Francisco 
February 5, 2003 


Oslo 
February 10, 2003 


AUT [dT 
February 27, 2003 
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UNIVERSITY OF CALIFORNIA AT BERKELEY 
Summer Certificate Course 

Sustainable Environmental Management 
June 28 ~ July 20, 2003 


| A three-week intensive trang course on jeading environmental and sustainable 
i development topics, providing mid-career prófessionals the opportunity to 

interact with UC Berkeley’s academic community. on interdisciplinary 
perspectives, research and policy analysis. Participants become members of the 
Beahrs ELP Berkeley Alumni Network for on-going learning, peer exchange, 
and collaborative field projects. 












Mini-workshops, special. sessions and field trips, combining theory and 
methods with case studies: 

bs e Ecosystems management e Population, poverty & the environment 

(d € Global warming e The urban environment 

dw Environmental policy & e Collaborative processes for 

c0. pollution managing conflict 

— @ Building leadership skills œ Agricultural biotechnology 







































: Qualified participants: development practitioners, policy advisors, and other 
professionals involved in. human-environmental interactions from the public, 
academic; NGO. and private sectors. 














—L Course cost: US $7,000 covers course fees and materials, housing, meals, and 
[| Fieldtrips. Some partial scholarships are available. 
- Brochures and application. can ‘be downloaded from the web site: 
' httpz/enrberkeley.edu/BeahrsELP. Application review begins February 1. 
` Application deadline is March 15, 2003. 





























University of California 
Center for Sustainable Resource Development/Beabrs ELP 
101 Giannini Hall, Berkeley, CA 94720-3100 USA 

Tel: (510) 643-4200 Fax: (510) 643-4483/642-4612 
Email: BeahrsELP nature. berkeley edu 

































SAID BUSINESS SCHOOL 


RK The one-year full-time Oodord MBA has become 

established as one of the world's leading MBA 

programmes In january 2004 we will launch 

the twenty-one-month, modular Oxford 

“Executive MBA (EMBA), aimed at High-calibre 
individuals marked out for rapid advancement 
within their organizations. 


WASHINGTON 


P Y LENS 
janusry 2003 


SAN FRANCISCO 


February 2003 


SHA 





DELHI |S programmes, please join our MBA Director at 
Parm oes | "gne of the international informátor everts: or 
attend one of our Open Days, held regulary in ^. 


v Oord: 


— Cour website at www.sbs.oxford.edu 
| or call +44 (0) 1865 288852 







‘Swiss Re 






if you would like to find out. more about these 


For further detalls and to register on-line, visit 








Hi 

INTERNATIONAL WATER 
MANAGEMENT COURSE - IWMC 

An executive course — . : 
5-12 July 2003, Zurich, Switzerland. 
The course aims to provide participants with à profound 
understanding of water related problems and approaches 


to tackle them. Emphasis is laid on techniques to support 
decisions about proposed policy alternatives. 





The course faculty consists of renowned international 
experts in the field of water and scientists from EAWAG 


and Swiss Re. 


The course is targeted at decision-makers in industry, 
national and international agencies, governments, and 
nongovernmental organizations. It is divided into thematic 
modules providing the scientific and socio-economic 
background, case studies in water management and. 
evening lectures on selected topical water issues. 


For further information please contact: 
www iwmc.ch, iwmc@eawag.ch, phone +41 1 823 5002 | 


Realising your business 


ambitions requires some 
forward thinking. Some people 


take a year out and travel, 
others decide to do an MBA. 
Now you can do both at the 
l : . | imaqinative 
real Firpo 3 ‘ us 
same ume, inquisitive 

| international 
interMBA gives you Ux tas impactful 
an intensi nn hree B oimmoayvalive 


inspiring 


12 month period, 


To find gut more, Glease efan 


intermba.net, check out out 


A European adventure that will change your future... 
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SARN YOUR BACHELOR'S, 
ATASTERCS OR DOCTORATE DEGREK 





Tels (206/903-6688 Fax:-(206) 903-6655 
a E-mail: registrar unwedu 
Web; hitpi/www,uriwedu 


UNIVERSITI OF NORTHERN WASHINGTON 





The Birmingham 
Business School 









12 839 | Fax: +34 914 315 084) 
kmail info @ aliseda.com 


qur ttem n m eem marinis d soie 


waw aliseda com 


dul liii effective courses 
Coes ee eed ee MEM DU 













years of excellence... 
a vision of the future 


The Executive MBA 





Hotel 


* 3 year Bachelor of Science Hospitality Degree * 2.5 vear Swiss & 


Institute 


* Taught in eight intensive modules each lasting 
for seven days or by evening study 

* Entry Points In January, April, lune and September 

* Flexible, à minimum of two modules a year 

* Birmingham Faculty teach in the UK, Singapore 

and Hong Kong 

















$ Bad 
Totally Flexible 
IMS degrees by Distance Learning. You design your 
Curricidum. You will not study material you already 
know or do not need. No exams, you ieam through 
fesearch & writing. No Bachelors or GMAT required. 
Facully are successful business jeaders/authors, 
Faculty wanted. Rushmore University, 1-B15-425- 
8577, into2grushmore.edu www.rushmore.edu. 
















COLUMBIA UNIVERSITY 
TEACHERS COLLEGE 


One year M.A. program 


Economics and 
Education/Policy 


Joint Japan/World Bank 
Scholarship funding available 









www.tc.columbia.edu/academic/ 
its/economics 






E-mail: flr9 9 columbia.ecdu 





Montreux 





' Hospitality Management Diploma 


* S month Post - Graduate & Professional Diploma * 6 week Certificate Programmes 


13 Avenue des Alpes , 1820 Montreux, Switzerland , Tel: 441 (0021 966 46 46 


Fax: +41 (0521 966 46 00 E-mail: him@him.ch . ww himn.ch 
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countries study in their free time and 
eam Bachelor, Master, Ph.D. degree in Business - Liberal 
Arts or Engineering for a brighter future. We give academic credit for 


work experience. You can earn your degree in one year! Your personal 


American Advisor will guide your studies. Use our Internet library. Fora- 
no cost catalogue: P.O.Box 61707, King of Prussia, PA. 19406 USA 


Fax: 610 205 0960 e-mail: admissions@washint.edu 
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Developing global competence 
for a changing world 

Full time MBA programmes: 

MBA International Business 

MBA International Banking and Finance 


The European MBA with ESC Montpellier 
or FUNDESEM, Alicante 


Tel: +44 (0)121-414 6693 Fax: +44 (0)121-414 3553 
Email: MBAGbham.ac.uk 


mba.bham.ac.uk 
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Tuition Fee: € i 
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Courses 






FN University of St.Gallen ^ | i ATIO AT sEXECUTIVE 


Master of Arts in Quantitative naz =. dd «. MBA 
Economics and Finance (MiQE/F) "a ix ROBERT KENNEDY AS 
an% —COLLEGE 
Starting in October 2003, the University of St.Gallen will mm SWWESSQUAUITY EDUCATION 
be offering a high-quality graduate education in econo- F: L CATA cy EAT 
| 
| 
| 


mics, finance and quantitative methods. Participants will ; WW.C 
become highly-qualified economists with special skills in 3 on@col 
the area of quantitative methods. The focus is on the ap- 
plication of well-understood methodology to practical 
problems in economics and finance. Applications are 
open till 15 May 2003. Available places are restricted, 
and admission is competitive. Early application is strong- 
iy advised. For details, see www.unisg.ch/miqgef or con- 
tact Conny Wunsch (Phone: +41 71 224 23 25, Email: 
migef@unisg.ch). 


Choose an MBA with a competitive edge. Learn in à 
truly multi-cultural environment. 


THEM. LL. E. the 10-month MonacoMBA 


PROGRAM the Global MBA, the perfect combination: 


1 semester in Monaco, | semester at Farleigh 


$ t H 
er E E -T 





One of the most unique and 
safest locations in the world 


In October 2003 join a select group of young professionals in Berne 
Switzerland, on. the only full-time programme covering WTO law, 
international economics. and trade policy. This unique program 
ombines international law, trade regulation, and economics in 
oth the curriculum and the classroom. 








Learn about the leading legal, economic and policy issues in 
international trade and learn to interpret WTO rules. 


Address these issues in the context of new global challenges. 
Receive the degree of Masters in International Law and Economics 
in July 2004 you'll be a M.LL.E ahead of your competition. 


« Receive instruction and training from a global faculty of specialist in 
international trade law, policy and economics, including: 


vp Frédéric M. Abbot, Dukgeun Ahn, Kym Anderson, Sue Arrowsmith, Richard 
c]. Baldwin, Clemens Boonekamp, Bite Peter van den Bosche, Jacques 
| Bourgeois, Christine Breining, Ma : Olivier Cadot, Thomas Cottier, 
“William J. Davey, Youri Devuyst, Riche se-Dieter Ehrelemann, Alice 
< Enders, Simon J. Evenett, Benno Fa Ber, Joseph Francoise, Jean- 
"Marie Grether, Francis Gurry, Leii ftEnn er. prtridge, Bernard Hoekman, 
| E fowse, John.H. Jackson, Merit Janow, 
Marceau, Keith Maskus, Aaditya Mattoo, 
Werner Meng, Patrick Messerlin, Nicolas 
Michal, Jorge Miranda, gn, Bernard O'Connor, Serge Pannatier, 
“Thomas Probst, Giorgio S Raymond Saner, Pierre Sauvé, Robert 
Staiger, Alan O. Sykes, Paolo Vergano, Edwin Vermuist, Franz Werro, Alan 
“Winters, Valentin Zellweger 


































Edwin Kessie, Patrid 
-Piros Mavroidis, Ja 


Now accepting applications! 


Visit our website for further information or send an email to 
inquire@wti.org 


www. wi org 


renane AAEE 


a -' Readers are Recommended 
to make appropriate enquiries and take appropriate advice before sending money, 
incurring any expense Or entering. into a binding commitment in relation to an 
advertisement. The Economist Newspaper Limited shall not be liable to any person 
for loss or damage incurred or suffered as a result of his / her accepting or offering 
to accept an invitation contained in any advertisement published in The Economist. 








The RAND Graduate School 


Santa Monica, CA. © www.rgs.edu 
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Courses 





Ex — Made in 
Durham 


"To help my career really take off. | chose Durham Business School. 





Because | knew that employers worldwide wanted Durham graduates for top 






positions. | recommend this school to anyone looking to transform their career.” 





For further information on the Durham MBA (Full-Time, Part-Time and 
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£36,411 UK taxable 


At DFID, our central focus is an international commitment to halving the 
number of people in extreme poverty by 2015 — through sustainable 
development, education, and better management of natural and physical 
environments. We are looking for individuals who can bring skills, 
understanding and patience to even the most complex development activities. 


The World Bank Private Sector Development Department and DFID have 
a common interest in stimulating private sector development in Malawi, 
and are both committed to achieving the growth levels required to make 
significant progress in poverty reduction. 


Developing an understanding of Private Sector Development (PSD) 
opportunities and constraints, you will advise the World Bank and DFID 
on areas of maximum donor impact. Based within the World Bank Office, 
you will work predominantly on its PSD programme, whilst also supporting 
DFID's complementary initiatives. You will identify key PSD institutions whose 
capacity can be enhanced as initiators, deliverers and advisers at the end 
of your three-year contract, helping to formulate country strategy and 
plans, and contributing with Government and private sector agencies 
to the development of a sector investment framework. 


With a good first degree - combined with a Masters or a professional 
qualification in Business Management, Economics or Finance — you'll have 
at least five years’ overseas experience. You'll also have experience in, 
and an understanding of, financial services, business enabling environments, 
trade and investment, business development and enterprise reform. 
Bringing a clear understanding of PSD issues, your knowledge of different 
approaches to supporting PSD - including market-based private sector 
policy, SME and micro-finance, business development services and 


C) 


INVESTOR IN PhOPLA 
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Distance Learning) or the DBA programme, visit www.durham.ac.uk/udbs or call 


*44 (0)191 374 2233. And prepare for the career you have always dreamed about. 


World Bank/DFID Private Sector Development Adviser 












MBA & DBA Programmes 2002-2005 


Durham 


F BUSINESS SCHOOI 
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makers of business leaders 
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Lilongwe, Malawi 


government and donor treatment of them — will be first class. Equally 
important are excellent leadership, strategic thinking, communication and 
interpersonal skills, enabling you to work with multi-disciplinary teams 
in managing this programme. 


This is a pensionable, three-year fixed term post subject to a six month probationary 
period. There are also additional benefits, including a more flexible travel package, 
the choice of where leave can be taken, and the opportunity to transfer 
passages to qualifying family members. 


The Civil Service offers a choice of final salary and stakeholder Pensions, giving 
you the flexibility to choose the pension that suits you best. 


DFID is an equal opportunities employer. Applications are welcomed from 
all parts of the community. Selection is on merit. To work for us, you must 
be a national of a member state of the European Economic Area, a Swiss 
national, a citizen of the British Commonwealth with the established right 
to live and work in the UK, or have been granted refugee status (as defined 
by the 1951 UN Convention on Refugees) by the UK authorities, 


For more information on this vacancy, DFID in general, and an electronic 
application form, visit our website. Alternatively, call 01355 843109 
or email hrod4b1@dfid.gov.uk to request an application pack - 

quoting Ref. AH375/4JF. 


Closing date: 15 January 2003. 


Working to eliminate global poverty and promote 
sustainable development 


/I Se R Vile € 


Department for 
International 
Development 




















A unique opportu esh outstanding graduates seeking t 
mikes rewarding and highly professional careet,with an attractive. 
| benefits package including, beside the salary, housing allowance, 
| medical care, life insurance, children’s education, allowance for 
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TAERA UNIYERS TA of BOLZANO 
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ERCE UNIVERSITY OF BOZEN + BOLZANO 
























: D dependents. etei 
: The Islamic Development Bank enjoys a global reputation as 
| one of the world's financial institutions. The Bank's mission is to 
: : - foster the economic development and social progress of member 
: : countries and Muslim communities individually as well as jointly 
: in accordance with the principles of Shariah i.e., Islamic Law. The 
| functions of the Bank are to participate in equity capital and grant 
|- loans for productive projects and enterprises. The Bank is also 
| required to establish and operate special funds such as a fund for 
. . assistance to Muslim communities in non-member countries. The 
| Bank is based in Jeddah, Saudi Arabia. Living in the city of Jeddah 
offers you the rare chance to close neighborhood to the two holy 
cities of Makkah and Al-Madinah. | 


School of Economics and Management | 
FULL / ASSOCIATE PROFESSOR | 


for permanent and teaching contract positions 


The Free University of Bozen/Bolzano, in Italy, was founded in 
1997 as an independent, state-recognised University. As an 
internationally oriented educational establishment it acts as 
an important bridge between the German and the Italian 
cultural and economic spheres. 


The School of Economics and Management of the Free. 
University of Bozan/Bolzano currently offers undergraduate 
programmes in: Economics and. Management, Business 
Economics, Management of Tourist Services, Agticultural 
Science and Agricultural Economics. Languages of instruction 
"are English, German and italian. aac NN OS 





Due to our continuing expansion we. wish to make 
appointments, beginning October 2003, in the following 
subjects: | 


Looking for an entry job? 






Ref. P1: Accounting and Control (SECS-P/07); 
Ref, P2: Business Administratio 

Strategic Management (SECS-P08) 
Ref. P3: Agricultural Economics (SECS-P/06); 
Ref. P4: Tourism Economics and Management 


(SECS-P08); 


ain its development objectives for the future, the Bank has 
Young Professionals Program designed specifically for 
iding fresh graduates with superior academic achievements. 
ntensive ín its training activities and challenging in its scope, 
e Program seeks to accelerate development and growth of the. 
3 ional staff members of the Bank. mr 



























e 
an 
b openings require — 

dency in Bolzano- 


ar 


Appointments for Full Professor and Associate Professor 
tenured positions. Successful candidates must hold: 
recognized academic institution. 



















|J that the chosen. candidates acqu | 
Bozen Province before taking up the 









QUALIFICATIONS / MINIMUM REQUIREMENTS: 
Selection to the program is highly competitive. The successful 
candidate should: a 

Hold a Bachelor Degree in. cases related to the Bank's activities | 
with a GPA: of 3.5 on a scale of 4, honors division 2 upper 
cor very good from a reputable and well recognized academic 





Applications should state the reference. number of the | 


| position applied for. 


in addition, the applicants should provide: - : Sy E WES. 


a cover letter 

a curriculum vitae 

a list of publications _ | 
a description of previous and planned. research projects, 
a description of courses taught, | | 


institution. | | 
the names and full addresses of at least three referees. 


s Hold a Master's Degree or Ph.D. is an added advantage. 


E Be no more than 30 years old when applying to the Bank. | | CE To 

m Be fluent in one of the Bank's working languages i.e., Arabic, radi pina batt receipt of appli Thursday, Tem 
CU Bh , | TUE TUUM anuary . Please note that the application must react 
- English, French, but a working knowledge of English is highly the Secretariat of the School of Economics and Management 
_ desirable. Fluency in more than one language is an added not later than the above mentioned date. 


ee ke HF OF 


advantage. M deum 
Iu i The application can be submitted ‘in. italian, German or 
8 Be a citizen ot à national of a member country of the Bank | English, but Italian or German applications must be 


3 in you have the qualifications we require and are ready for the challenges accompanied by an English translation. ^ 


p ‘and rewards we offer you, please send your resume to: Please send your application to: | ! | | Y 
Free University of Bozen/Bolzano, School of Economics 
ded Head, Young Professionals Program | -— and Management,  —. E 
Bl -ISLAMIC DEVELOPMENT BANK | Ms Natascia Mutta, Via Sernesi, 1-P.0. Box 276, 
LAW = P O. Box 5925, Jeddah 21432, | | 139100 Bozen/Bolzano, e-mail: natascia, muttaQGunibz.it . 


SOT Tek 966 2 646 7357 Fax: 966 2 637 2069 




















informal enquirie 














7 „mail: ypp@isdb.org.sa 
x www.isdb.o 337. 


















Oxfam works 
with others to 
find lasting 
solutions 

to poverty 
and suffering. 

















| Africa - do you want to make a difference? 


REGIONAL DIRECTOR - WEST AFRICA 
Based in: Dakar, Senegal 


Circa £44,500. gross (taxable) plus accommodation allowance and other benefits 


We are seeking an outstanding individual to lead the 
programme in West Africa and to strengthen its impact 
and quality. You will be an experienced senior manager, 
adaptable enough to operate internationally, who possesses 
the gravitas to represent Oxfam effectively. You will bring 
a proven track record of leading complex and multi-faceted 
operations and apply this expertise to manage strategically 
within a region, whilst able to maintain and contribute to a 


. corporate perspective as a member of the organisation's 


senior management team. Demonstrable business acumen 
with a firm grasp of broader financial and corporate 
matters is essential. Experience of working in Africa is 
an advantage. 


Competitive international salary with good benefits 
Oxfam GB has been working. in Africa for almost 50 years on 
development, humanitarian and policy/advocacy work, and has 
programmes in around 30 countries across the continent. Along 
with the other 11 members of Oxfam international and their 


. allies and partners, Oxfam GB is. Currently rurining three major 


campaigns on trade, conflict and education to which their 


Africa work contributes. 
-The Pan-Africa Advocacy Programme seeks to add value to the 
ae work of Oxfam GB and its partners by Strengthening policy dialogue, 


advocacy and campaigning on critical issues facing the continent. 
it is proposed at a time when actors across Africa are gathering 


. forces to address problems jointly in the face of the intolerable 


deepening of poverty and suffering and the failure of past efforts to 
address this. A fundamental goal of the programme is to strengthen 
Oxfam GB's partnerships with others in proposing alternatives. 
Oxfam GB is currently seeking a highly dynamic, motivated 
and experienced policy analyst and advocate, who will take the 
advocacy programme forward internally and externally. 

In order to strengthen Oxfam's analysis and policy positions in 


Ail of these roles will benefit from Oxfam's commitment to the development of its staff and a culture of support : 


and shared learning across its global team. 


B cnopawvorldwide 


Closing date: 28th January. 
Interviews will be held mid February. 


| WWw.oxfam.org.uk/careers 


Based in Pretoria oa oe Nairobi, Kenya also possible) _ 


To register your interest and request further information, please send your CV to i: 
Jane Chambers at TMP Worldwide - international in the first instance, quoting the relevant reference - 
number, at Chancery House, 53-64 Chancery Lane, London WC2A 108, UK. 
Email: jane.chambers@tmp.com or fax: +44 (0)20 7406 5946. 




















Committed to Oxfam's purpose and values, you will have 5 
proven leadership competence and very sound business s ; : 

and financial skills. You will have strong people centered. | 
management expertise, including the ability to develop and: 
motivate a multi-national group of staff. pig 
With strong conceptual and analytical skills and strategic mu 

ingenuity, you will also have high-level interpersonal and 
diplomatic skills. Finally, a broad understanding of ihe 
deve ORO eos kis relief context and the ie 


















will also work effectively. with regional 2 B s 
implement objectives, encourage 8 culture of crit Ce 
and the exchange of ideas and initiatives. 


Gracustelpoa tracts or oqava lent texperi rien ES 


have ihe ability and e a s lira 1 
at senior international. level = ae 
An excellent communicator i in Frendh a nd: English; with strong 
writing and reporting skills, you should have- experience of 
developing and carrying out advocacy, including lobby! ng 
international institutions. Ref: 246808/TE 

Early in 2003, we will also be recruiting a Policy Adviser 
on Conflict and a Governance & Civil Society Adviser, both 
based in West Africa. If you feel you have the: relevant . 
experience, send your resumé quoting Ref: 246808A/TE 
and 246808B/TE respectively. 


t) iversity The difference star s with you - 

























4 a wad ets Tov a / Europ / M.East / 3. ADAE Fre 1 o & Critique. 
~ [gS The United Nations -= www.careerpath.co.uk | 
ij University ESO P A Bax] 24 Email: E 
USA/Canada +1 2024781698 c 


‘Europe 
Asia / M. East / Aus +66 2 2674688 















| WIDER 
World Institute for Development Economics Research 
Helsinki, Finland 










Project Directors 







WIDER, a leading research centre of the United Nations University, is 
king to appoint a number of project directors to assist with its 
bitious research programme over the coming years. Immediate 
penings are available for suitable researchers interested in 
aternational migration; globalization and its impact on poor countries 
poor people; public and private transfers to households; and the 
economics of water resources. Draft proposals are also invited: on 
important topics within any of the core areas covered by WIDER, 
2 including inequality, poverty and human development; 
i ic policy for developing countries; international trade, 







































ebruary 2003. Further details are available — at 
www.wider.unu.edu. 


ns MINISTRY OF FINANCE, 
PLANNING AND ECONOMIC 
© DEVELOPMENT, UGANDA 















/ PRIVATE SECTOR REFORM EXPERT 


Financed with support from the European Commission and the Austrian Government 


-The Government of Uganda is seeking to recruit a. Private Sector Reform Expert to 
provide technical/policy advice to the Government's Medium Term Competitive 
‘Strategy (MTCS) and Strategic Exports Programme (SEP) for an initial period of two 
years. The expert will he attached to the MTCS Secretariat within the Ministry in 
‘Kampala. The main duties are: 

C» c Provide technical & policy analysis/advice in support of private sector reform 
c cBitlatives and priorities 

U*. Support sub-companents in identifying constraints & developing plans/ targets 

Cow». Capacity building to facilitate private/public sector participation 

LUTE Advise on the institutional arrangements for public private partnership 







































Profile: A degree in a relevant discipline and 10 years’ experience in private sector 
development policies, institutions and reform programmes. 


TAX POLICY EXPERT 


Financed with support fram the European Commission 


l- the Government of Uganda is seeking to recruit a Tax Policy Expert to strengthen the 

] capacity of the Tax Policy Dept. in Kampala for an initial period of 21/2 years to: 

« C Analyse and advise on the impacts of Government's tax, regional integration, trade 
"AR economic policies on fax revenue 

e Develop strategies to increase revenue collection 

* Monitor the performance of revenue & revenue collection agencies 

« Evaluate the impact of non-tax economic policies on revenue collection 


-- Profile: A degree in a relevant discipline and a minimum of 10 years' experience in 
capacity building, tàx policy, & revenue monitoring/analysis in developing countries, 






Applications are invited hy 20 January 2003; Applicants must be nationals of an African 
and contact deta of three referees should be sent by email to: edf.ug@infocom.co.ug B 
. orto the National Authorising Officer, Attn: Commissioner Aid Liaison Department, ` 
epe Ministry af Financ i 

oo ganda with a copy to: 














ilainjoaris&deluga:cec Wie - 














Caribbean Pacific (ACP) or European Union member state. An application lette; CV. ]- b 


ning and Economie Development, P.O. Box 8147, Kampala, nl d 















University of Bern, Switzerland 


The institute of Innovation Management offers a 


Post Doctorate in Innovation Management 


For position descriptions and information about our institute 
refer to www.iim.unibe.ch. Applications should be sent by 
February 2003 to Prof. Dr. Thorsten Teichert. .. 









The Africa Center, a component of the National Defense University of th dios 
Department of Defense, focuses on promoting African civilian and military dialogue 
in civil-military relations, national and regional security strategy, and defense 
resource management. Through programs conducted largely in Africa, the Center 
provides a forum for civilian and military leaders from the United States, Africa, and - 
Europe to learn, to build networks, and to share thoughts and experiences. | 
current interest. The organization seeks dynamic and proactive indic 










" 


willing to travel and who work well with a diverse group of personnel to fill the. 


following positions: 


Dean of Administration (Deputy Director) 
to be responsible for educational program conceptualization, design, and | 
implementation; analytical support to the policy community; representational: > 


and outreach activities; leadership and management; and strategic planningand — 


policy analysis. Applicant should possess an advanced degree in African - 
regional studies, security studies, civil-military relations, or a related field, have 
experience in development of academic programs, as a facilitator and be an 
experienced speaker/lecturer in Africa Center subject areas. Applicant has 
experience in leadership and management roles, motivating and directing à 
diverse staff. Experience in U.S. government desirable. Travel to Africa 3-4 
times per year. Fluency in English required. 


Academic Dean eh 
to be responsible for developing and coordinating. Center programs and 
curriculum, overseeing faculty, delivering lectures, facilitating seminars and 
conducting research. Applicant should possess a PhD, have progressive | 
professional experience, evidence of maturity as a scholar and lecturer. Senior x 
managerial and program experience in an academic institution, government 
position, national security related institution or non-governmental organization: i 
is highly desirable. Travel to Africa 3-4 times per year. Expertise and knowledge 

of Africa, and U.S.-Africa policy is required. Fluency in English required. | 






Two Faculty Positions: Defense Economics and Security Studies 
Responsibilities include developing curriculum; delivering lectures; organizing 
and running seminars, and other programs; conducting research, writing and 
publishing scholarly works; and representing ihe Center in various fora. 
Applicants should have progressive professional experience; a record. of 
scholarship, writing, and teaching; and a relevant advanced degree. Expertise | 
and knowledge of Africa, and U.S.-Africa policy is required. Travel ta Africa 3- 
4 times per year. Fluency in English required. 


Lesley J. McNair, 300 5th 
nities, to read . | 
T. December 9, 2002 
on-on the Africa Center, visit 











| Eidgenössische Technische Hochschule Zürich 
Swiss Federal Institute of Technology Zurich 








4 issistant Professor (Tenure Track) 
of Infrastructure Engineering 


-: The chair will concentrate its research and teaching on the 
planning, realization, utilization, and maintenance of 
infrastructure. systems. Issues at the interface between 
technical operations, maintenance and rehabilitation of 
infrastructure systems, and the management and or- 
. ganizational framework of the institutions are particularly 
| important. The professor develops tools and methods to 
introduce these subjects further into engineering practice in 
industrialized as well as in developing countries. 
















Applicants are expected to hold a university degree at PhD 
level in Engineering Sciences. Excellence in research and 
professional experience in inter- and transdisciplinary 
projects are a prerequisite, as well as an interest in teaching 


.. within an academic context. 


















is ant professorship has been established to 

promote the careers of younger scientists. Initial 
appointment is for three years, with the possibility of renewal 
for an additional three years or promotion to a permanent 
position. 












Please submit your application with a curriculum vitae, a list 
jf publications and a table of conducted projects to the 
President of ETH Zurich, Prof. Dr. O. Kübler, ETH 
|. Zentrum, CH-8092 Zurich, no later than February 15, 
f 2003. With a view towards increasing the proportion of 
female professors, ETHZ specifically encourages female 
candidates to apply. 




























Executive Director wasted for Alliance 
for international Conflict Resolution (AICR), a 
new network of leading intemational conflict | 
resolution organizations, with office in 
Washington, DC. 

Responsibilities: chief operations officer; 
spokesperson fundraising: coalition building. 
Innovative senior professional with experience 
in conflict resolution & related fields. 
Competitive salary and benefits. 


Send tetter & CV to applicationsGaicr.us by 
Jan 13, 2003. 









** WORK IN USA **« 






195,000 Employment VISAS Available! 
j IL ÉrnorrssioNALS. ENOINEERS, Ancwrecrs. 
ACCOUNTANTS, PHYSICIANS TEACHERS, ETO. 







TOP Positions, Salaries & Benefits 
L Visit us Online for Job Opportunities! 














phealh poliey. or health services research for its 
| 2-year Steven M. Toutsch Fellowship. 
Application deadline is February 15, 2003. 
To deam more abour the fellowship, eo to 
www.cde.gov/epo/fellow.Btiti or e-mail us at | 
epopeb @cde.goy | 






for transatlantic research 






TransCoop Program | 






| The goal: collaborative research, | 
|| The partners: scholars in the 5 












Travel 


A HOME FROM HOME IN LONDON 
SHORT AND LONG LET APARTMENTS 
harming stadia and one bedroom fully equipped 
ontained fats with maid service which sleep up 
to fur persons, 
ed in Kensington close to Harrods in beautiful 
quiet garden square, 






$ research — visits, 
| conferences, ^ materials, — research 
i| assistants, printing. Ph.D. required. U.S. | 
ij or Canadian sources must match funds 
|| from the — TransCoop Program. 
|| Deadlines: April 30, October 31. 












For this and other programs, see: 
www.humboldt-foundation.de 
Email: avh@bellatlantic.net 
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The ideal candidates for these positions should have: 


For the Socioeconomist 
Qualifications: 


For the Freshwater Fisheries Biologist 
Qualifications: 


For both positions 
Requirements: 


Salary and Benefits: The Center offers an internaborally competitive remuneration paid in GS 
dollars and a comprehensive benefits package. Initially, the position will be for three years with d 
the possibility of extension, The starting date for these positions is expected to he ja April 2003, ]- 
Of as soon as possible. i Whe aet 


The Center is an equal opportunity employer and welcomes all applications regardless of gender, | 
nationality, ethnic origin, religious persuasion or political beliefs, Applications from women and 
developing country professionals are especially encouraged. dé cuc EE. A 
Applicants for this position are invited to send their curriculum vitae, copies potting © 
documents and the mimes of three professional referees ( 
numbers, and e-mail address}, before 24 January 2003, in confidence, t . 





A member of the Consultative Group on International Agricu 
Research (CGIAR), the WorldFish Center is an itdernational, 
government, non-profit scientific institute conducting ^ shenes i 
aquatic research in tropical developing countries, The Center requ 
highly competent and motivated individuals to fill the following position 


RESEARCH SCIENTISTS 


(Socioeconomist and Freshwater Fisheries Biologist) 




















Background: In recognition of the important role played by Africa's aquatic resources in: 
providing food security and supporting livelihoods, the Worldfish Center is currently --— 
Strengthening its program. in the region. The framework for these efforts is a new Strategy for - 
Africa and West Asia 2002-2006 which focuses upon improved management of capture fisheries 
and aquaculture, policy studies and capacity-building activities. DET 


To support the development of this expanded regional program, the WorldFish Center is recruiting - 
two Research Scientists with responsibility for socioeconomic and freshwater fishery aspects of — 
the program. The successful candidates will require. high scientific credibility and strong inter- - 
personal skills. The main responsibilities of the positions include: VV 


* * 
Socioeconomist 
The position: Dive ac punte Ae 
* Lead the development and management of the social science aspects of the regional program 
* Work with national, regional and international partners to develop.a portfolio of researc 
projects that address the social seience priorities of the program. These include scan 
valuation of fishery resources, collaborative management of resources, household an 


institutions and work through these to implement selected aspects of the program 
* Build upon these research partnerships to develop a long term program of capacit 
designed to increase regional capacity io manage fisheries and.other aquatic TERRE 


The position: "m 
* Lead the development and management of those aspects of the program conce ne 
dynamics and management of freshwater fisheries and biodiversity, notably in river 
reservoirs and small water bodies; g i 
Work with national, regional and international partners to develop a portfolio of dese. 
projects that address these aspects of the program, These include: improving unders 
of the population dynamics of river fisheries and their responses to fishing pressure 
ecological change, stock assessment and population dynamics of lake and reser’ 
fisheries and the impacts of species introductions, the potential of small water bodie 
increase production under selected management regimes, and bicdiversiy considerations 
fishery management, 
* Assist with fundraising efforts designed jo secure resources for this portfolio of projects. 
* Develop collaborative research partnerships with national and international resedi 
institutions and work through these to implement selected aspects of the program. i 
* Build upon these research partnerships to develop a long term program of capacity buildi 
designed to increase regional capacity to manage fisheries and other agaatic resources” 





* 








* PhD in social sciences. p 
* At least 8 years experience in research and research management with special refere 
social science aspects of fisheries or üduatie ecosystems. T 












« Phi) in biological sciences E UR EN 
* At least § years experience in research and research management with special refereno 
freshwater fisheries, and in particular in the tropics. E iU 


* Experience of building effective partherships between research and development: 
practitioners, dr MEQUE 

* Experience of building effective research partnerships between a range of institutions T 
and disciplines. DXE 

* Experience in working across regions and cultures. 

* Willingness to undertake extensive travel and field work, 

* Excellent administrative, communications and intercultural skills. B ue 

* Fluent written and spoken English, and competency in either French, Spanish, f: 
Portuguese or Arahic. un 


The successful candidates will be located in Egypt, and report to the WorldFish Center Deputy: pe 
Director General (Africa and West Asia). ud 


including telephone and facsimile E 


The Human Resources Manager 
WorldFish Center, l " 
Jalan Batu Maung, Batu Maung, a 
11960 Bayan Lepas, Penang, Malaysia. 
E-mail: hr @cpiarorg www. worldfishcenterorg 










T Consult & Training GmbH 


|| PNT Consult and Training GmbH is a consulting and training 
|] organisation with a history of activity in the European Union, 
||. Eastern and Central Europe, Russia, the CIS and Africa. PNT is 
|| currently, along with its partners, seeking consultants and 

| experts for long and short term assignments in these regions 
| and with a minimum of 5 years experience in the following 
' disciplines: 



































* VET - Vocational and Educational Training activities. 





F «© HRD - especially institutional development activities. 





| - > -SME - especially cluster and network development, 








e General Economic and Regional Development activities. 





: Applicants will have EU nationality and/or that from the 
T1 E above regions. 





'ase send your CV in the EU format, together with contact 
l ^v details to: 

. Dirk Kreuder dkreuder@PNT.de or Mike Dowden 

zi mdowdengPNT.de 



























PNT Consult and Training GmbH, 
Elisabethernstrasse 35, D 64283 Damstadt, Germany 

















Gi) United Nations Capital Development Fund 













` UNCDF is a partner in the UNDP Development Group. 
-UNCDF works to reduce poverty in Least Developed Countries 
through a variety of innovative approaches in both local 

/— governance and microfinance initiatives. 


























< Based in Maputo, Mozambique, UNCDF is seeking a Senior 
Policy Advisor in District Planning & Finance. 
FUNCTIONS: The Senior Policy Advisor assists in developing 
effective processes and systems for the coordination, 
monitoring and evaluation of all projects and programmes 
|. related to the national Programme of Decentralised Planning 
. and Financing. S/he will liaise with government departments, 
donors and NGO's and provide high-level expertise and advice 
|. in developing policies and systems, supporting and monitoring 
- pilot programmes and improving working methodologies. For 
. more details, please refer to http://www.uncdf.org/consultants 


REQUIREMENTS: An advanced university degree in public 
finance, public administration, management or à related area. A 
minimum of seven years experience in local government 
planning and finance and project management experience of 
local development or related programmes in Africa or the 
developing world. Experience in participatory forms of |. — 
planning and providing technical advice at the community — 




























































Qualified candidates are invited to apply via e nail to Mr. Kjetil 


— before January 15, 2002. 


Januar 2, Expected date for entry on duty 
March 2002. Only shortli: 

























level. Fluency in Portuguese or Spanish and English is required. ..] | 


|. Hansen, UNCDE/UNDP, Mozambique at: kjetil_hansen@undp.org sU] 
Exp | wis de o i 
sted candidates will be notified. — noel 










Looking for the way to achiev 
an international senior execu 


with the personal contact necessary for success. 
committment is not just 40 hours per week, but 24 hours a day, 365 
days a year. Don't wait another minute, contact. us and open the 
doors to opportunity today. 





Resume Broadcast international 
PO. Box 6930, San Diego, California 92166, USA. 
v. Tel: 619 224 9257, Fax: 619 224 9268 
al Email: rbi1022243306 @cs.com 


Resume 
Brocdcest 
Interne 













] MARTIN-LUTHER-UNIVERSITAT 
* HALLE-WITTENBERG ois Mi 


‘The Institute of Agricultural Development in Central and Eastern Burope GAMOJ- a public 


foundation — together with Martin-Luther-Universitit Halle-Wittenberg GMLU} is currently inviting 
applications for two Head of Department positions (C4 professorships). 









primary focus of its resen 
adjustments which are of pa 
are the further training of researchers and fostering scientific exchange. JAMO is affiliated with the 
scientific association “Gorfried Wilhelm Leibniz" (WGL, which is jointly financed by the German 
federal government and state CLünder) governments. 














The following vacancies are announced: 
Head of Department. m e: 
External Environment for Agriculture, and Policy A š 
Foreseen is a joint appointment as P MEL 


Professor of Agricultural policies and institutions (C4) 
with the agricultural faculty of the MLU, 











The successful candidate wil have research experience in the qualitative and quantitative analysis of 
economic, rural and environmental policies affecting agriculture, as well as in institutional. ck; 
ountries. 


particularly with respect to investigating the institutional frames york of agriculture in transiti 








Head of Department 0 

Agricultural Markets, Marketing and World Agricultural Trade 
Foreseen is a joint appointment as 

Professor of Agricultural and Food Markets and International Trade (C4) 


with the agricultural faculty of the MLU. 


‘The successful candidate will have research experience in the qualitative and quantitative analysis of 
agricultural and food markets both in transition countries and on the international level, as well as in the 
field of industrial organisation, particularly with respect tothe investigation of the entire food chain. 










Both positions include teaching appointments covering the announced fields. with the agri 
faculty of the MLU. Heads of Department will be expected. to guide and condüct research activities. 
‘They are members of TAMQ's executive board. According to TAMO’s. statutes, one ‘wf the three 
Department Heads is appointed Executive Director of AMO: —— l ar 








In accordance with legal requirements of the state Saxony-Anhalt, applicants are expected to have à 
university degree, pedagogical aputude, a doctoral degree, and a post-doctoral lecturing qualificaion 
{Habilitation} or evidence of equivalent scientific qualification. The successful candidate will be 
capable of leading international research teams. Itis among the duties of the Heads of Department to 
establish and maintain contacts with other scientific bodies. on the national and international level as: 
well as with international organisations. Proficiency in an "East-European language would be an asset. 











Saxony-Anhalt is striving to increase the share of wormen in the academic and research: community. 
IAMO encourages qualified women to apply. Preference will be given to disabled persons with equal 
qualification. Salaries will be in accordance with legal and budgetary regulations. 








Please send your application including the usual documents as well as an. overview of recent research 
fields, teaching experience, scientific publicanions and acquired external research funds to 


Institute of Agricultural Development in Central and Eastern Europe 
EXECUTIVE DIRECTOR PROF DR. DR. H.C: PETER TILLACK 
Theodor-Lieser-Str. 2, 06120 Halle (Saale), Germany 


Closing date for applications is 7 February 2003. 
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Business & Personal 
Banking Specialists 


Offshore Company Formation 
Private Bank Acquisitions. 
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e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY € GUARANTEED ED e BANK INTRODUCTIONS. | E 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we e believe aethe —— 
most compelitive rates currently avai lable by a licensed hte firm. 



























EST. 19890, iii i LONDON: 


PAA aLaaa MARSA rA HA AA m di 


—— " T Manair | For immediate. iriendly advice, please contact: 2 
LICENSED CO. A I REE R n E Helen Harper LL. B (Hons), Dip. Law, AO! Janson Lotery BSc (Hons) 
& TRUST MARAGEMENT ! apne E-mail: helengescefgroup.com Emal janson@scigroup, Gom. 


Tel +44 (D) 20 7352 2274 Charles Baker M.A, (Hons) 
Fax:-+44 (B) 20 7795 0016 E-mail charles @scigroup.com 
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DELAWARE (USA) CANADA...a world of opportunity | 


‘OFFSHORE 









































& tat & Sal Cope Cl rw br FREE FREE KIT bns Italian jacquard silk ties, 
T f 4 E F R » E wvw.akcanada.com f ] ] 
IAM S d ÉL $ Proc enii consultation, 24 haute per day, 7 days per vak ora occasions. 
Companies world-wide reasonable | Abrams & Krochak Ideal gifts. 
TUM Fo TUTTI d adn of 35 1 Shas 1054 a Wini A Eye Canadian Inmmigration Lawwers C i , 
'Ofmabion amd administration 88 Manson Saer, Sites 402, Toon, Diario, MN 2861 l 
Í ] companies, opemng of bank accounts Emak corp Orelegiom ded ialeret: Migz/ /deken com Fe ev (5) 416 482 3387 Fax, v» C11 4364810647 OHidc 








tel/fax/mail forw ading : service 


apace min = 


UNITED KINGDOM 
ONDON 
[] LAVECO Ltd. 


Tel: 4-207-556-0900 
m Fax: 444.207-556-0910 
E-mail: london@laveco.com 


g- incorpora Mo. LH 


* Incorporate In Delaware 
* U.S. bank accounts opened 


* Legal Delaware U.S. address AN INC RE DIBLI E 


Delaware Business incorporators, Inc. IN V ENT ik JN 
Tel 1 800 423 2993 (toti free! 


Or 4302 996 5819 Fax 1 800 423 0423 
emal inc infoG delbusine. com 


Peasia dink] je 






























ALL SUBJECTS INVITED 
Write or send your manuscript to 


ATHENA PRESS 


1 
| 
| 
QUEEN'S HOUSE, 2 HOLLY ROAD. 
= TWICKENHAM TW14EG. UK. 




















Proven to cut electri icity costs by oy 
up to 4056 E 














































[ ] SC ea Os ERFURT of Fax: +302 996 5818 
.. HUNGARY E-mail: athenab i m" | REESE Manufacturer seeks UK and o ove 
7 ED eo | e inge a LLEGUE | usos: for this top qualit 
“QR boty TEP dd i t f M m JEN lus hs es DART S 
E-amaik hungary laveco.com E OFFSHORE COMPANIES Banks, Trusts, Foundatio ns ; i high tech prod t 
[] AP ae Recreate saisie Pee SR ee eter eet im * Ready iade companies f Bank A; ICs, Credit Cards ` i 
; ROM. ANI À * Full corporate administration 
e T: *40-722-326-329 * Trade services (L/C, shipping) 
D EE 4091-313 * Banking/Accounting services 
Zt Ar $402 zi A ii HIT * China business development services 
E-mail: romania? laveco.com Contact Stella Ho for immediate services 
[ 1 p ————RRRRRRRRRRRRA EAS & company brochure 
CY PRUS 
a. NACS LTD 





Suite 1505-5, Albion Plaza, 
2-8 Granville Road, 7.5.7, 
Kowloon, Hong Kong 
E-mail nacsiinacs.com.hk 
Website: www.nacs.com.hk 
Tet (852) 2724 1223 Fax: (852) 2722 4373 


| SOVEREIGN | 


SovereignGroup.com 


3USINESS & PERSONA 
a A 0 EOJ 


Offshore & Onshore Companies Since the 80s, The Sovereign Group has advised 
Had: Trusts 
Personal Tax Planning — l , 
Corporate Tax Planning — ÍO protect and maximise their assets, 
Asset Management D 
Investment Service; — ^ à rapidly changing world you need the re- 
Venture Capital — sources, support and expertise of a global 
Full Administration & Accounting 
Üffshare Corporate Credit Cards 
Trademark Registration & Protection Professional advice and services. 


Trade Services T 1 
Transfer & Origination of D/Cs Callus at any of our 23 branches - if there'sa 


Ship & Yacht Registration — legal way to reduce your tax bill we'll find it. 












Fax: 3357 2A- 636- 920 
B bes syprus@ la aveca.com 
















“SPORE 
n COMP. ANIES | 
With over 25 years experience in 
facilitating offshore and international 


business, we deliver workable and cost 
effective solutions, 


* Solutions for petal 


* Trading or investing inter nationally 





















ly * Protecting your wealth 


* Setting up a business overseas 


time HAGO iE inrer M SAP Art ft nll me AN OPENER REN REAL ME rry rer Det eet Hama 


thousands of individuals and companies how Contact David Stevenson 


for further information: 


+44 (1624) 818899 
F; 444 = 81 1081 
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organisation to ensure you receive the corract 





mritius com 


ocraworlawice™ 


IBRALTAR: RONG KONG, ISLE of MAN; 


Michael Fegga 





www.ocr a. com 





fhe Economist ares SEEI 2002 


] Economic and financial indicators 


Overview 


- America's industrial production rose by 
0.1% in November, taking the 12-month rate 
of growth to 1.8%. Worries about deflation 
- receded slightly, as annual consumer-price 

inflation rose to 2.2% in November, from 
2.0% in October. However, producer prices 
= fellin November by 0.4%, the largest drop 
since May. In one sign that America’s 
housing boom may at last be slowing, the 
number of new building permits fell by 2.7% 
An November. 


- America's M3 measure of broad-money sup- 
- ply expanded by 6.6% in the 12 months to 

- November, up from 6.1% growth in the 12 

. months to October. That was still far slower 
< than last November, when annual growth of 
M3 touched 13.2%. 


| The country’s merchandise-trade deficit, 
which has hit record highs in recent months, 
narrowed to $39.4 billion in November, al- 
‘hough part of this was due to a strike at 
west-coast ports that reduced imports more 
‘han exports. The 12-month trade deficit 
widened to $456.6 billion; itis heading to- 
wards a new record high in 2002. 























est economy, Germany's Ifo business-sen- 
timent index fell in December, for the 

seventh month in a row. In a more optimistic 
sign, the future expectations component of 
the index rose, for the first time since May. 





Italy's industrial production fell by 2.1% in 

_. the year to October. Dutch unemployment 

- was 2.5% in the three months to November, 

up from 2.4% in the three months to Octo- 

"^ ber. Wages in Germany increased by 1.2% in 
real terms in the year to October. In October, 
France's 12-month trade surplus rose to 

:.:: $9.0 billion, far above the $0.6 billion trade 
.. surplus in the 12 months to October 2001. 












oe Sweden’s industrial production fell by 1.5% 
< Inthe year to October. 


- Britain's labour market remains robust. The 
.. ranks of benefit-claiming unemployed fell to 
-a 27-year low in November. Consumer prices 
- climbed higherin November, as the RPIX 
measure of annual inflation, which excludes 
mortgage payments, rose to 2.8%, from 
2.3% in October, pushing it above the Bank 
of England's target rate of 2.5%. In the year 


to October, wages rose by 1.6% in real terms. 


In October, Canada chalked up an unex- 
pectedly big trade surplus, its largest for six 
months. 
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Data on more countries, as well as currency tools, 
_ tables and charts for shares and indices worldwide 


In more gloomy news for the euro area's big- 
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Output, demand and jobs 











% change on year ago i 

The Economist poll Industrial Retail sales Unemployment 

GDP GDP forecasts production (volume) % rate 

LL LL LAgi*. iyear 2002 2003 1 latest — — latest latest — yearago 
Australia + 3.5 437 @ +36  *33 *27 Q +54 03 6.1 Nov 68 
Austria +25 *09 Q +06  *16 -19 Se +04 Mg — 4l Oct 38. 
Belgium —  *12 +08 à +06 +17 *30 0t  -65 Sep 116 Nof 108 = | 
Britain — — :34 418 Q +16 425 -12 0d +40 Nv 52 0d! 51 ^ ^ 
Canada «31 +40 Q +34 +32 *55 Sp +70 Sep ^ 75Nv 76. 
Denmark — — -38 +09 03 +16 *20 nl Sep +75 0t 5.4 Ot 50. 
Frame + 0.9 +08 03 +10 +18 -06 0t +27 Ot — 90 Oct 87. 
Germany — - £11 +04 0 +03 +12 -14 0d — -11 Oct 100 Nove 9.5 
Hay — — — £11 +05 03 +04 +15 -24 Ot - 27 Sep 9.0 WM 9.5 
Japan *32 *13 0 -05 +07 +53 Ot  -18 0t 5.5 Oct 54. 
Netherlands — »0.3 *0.1 Q +03 +14 -14 0t  *09 Sep 25 Nw* 20. 
Spin — ^ 232 +18 0 +19 +24 +41 0t na _ 117 Ot 106 
Sweden — £16 *200 +17 +23 -15 0t +86 Ot 39 Novi 37. 
Switzerland — »13 *06 à mil +12 -20 Q +26 Oc 33Nwí 21. 
United States + 4.0 +32 03 +24 26 4 +18 Nw +06 0d 6.0 Nw 56. 
Euro area +13 +08 03 +07 +15 -06 Sep -0.6 Sep 8.4 0t 8.0 





*% change at an annual rate. TNot seasonally adjusted. tT aug-Oct; claimant count rate 3.1% in Nov. SEU harmonised rate 8.4% in Nov. 
**Sen-Nov, E l 








Prices and wages 
% change on year ago 


The Economist poit 
Consumer prices consumer prices forecast 
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year ago 2002 
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Producer prices 
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United States + 0.9. Nov 
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‘otal premiums, % of GDP 
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Economic and financial indicators 





Money and interest rates 



















The Economist commodity price index : 


1995-100 | 
Money supply* m PETES rates % p.a, (Dec 18th 2002) — % change on 


% change on year ago 3-mth money market 2-year 10-year gov't bonds corporate Dec loth Dec 17th* ut a 
narrow broad latest year ago gov 't bonds latest year ago bonds P|HSSIAdSG O OE Qus niit ue d 
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Australia — - 6.7. He aes 85 4.26 abe 534 sgo 635 Cla index 





TID a EIN OO EAR AEA hee nan re = A rita aa m essei i e nea art BU PARIS e et HH A EA e Rd AA io 
rit dnrmen ei rie rrr e iar at arta e em nia 


Canada. 


Mpeg tanner ASR EIN rape yat m ra Ph a a AA A nr AR P E TAS Sa feb TN EISE 


Denmark +41 +64 Ga 320 3.45 3.15 4.48 £98 677 Pra zc x MTM 
Japan 428.6 — € 3.2 Nov 0.02 0.02 0.05 0.94 1.32 1.06 — ms T 


Sweden *2.6 — 46.7 Aug 3.56 369 371 4.75 537—439 Mal 74.7 7&1 — *25 235 


Antonio mien ttai ii ae enm ruta AVA a kn tera rere m Perm rimi aita tt ae vene AvP Meier an aAA iride 


Switzerland 212.3 451 Nov 0.69 187 107 23] 340 328 Metals 69.7 69.9 509 + Te 


DA enne AN Ph EO HO rernm à iH i n en tà rr hmi 








T EIE MM ME UNES EE ANN RN NT E ET E 
: +11.1 € 6.1 Oct 2.68 200 3.19 4.95 5.47 6.79 : JO +174 
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Vti ath tolerari P Need hem và tt Mtl A Avere m PHI HP YE EST em ant età] m retrait E e EET E 
Maa ase mre ea enm heroe eve ataca 


United States + 32 + 66 Nov 1.34 1.84 1.79 4.05 5.12 6.39 Sterling index 


* 








ane AAACN HA Amr A eda i rm Tra hy MP ir m apa M TS El qe RR I m Arr ie 


Euroareal +82 + 7.0 Ot — 2394 — 335 2/9 423 476 486 Allitems — — 759 ^ 752 -03 «59. 


* 





à aea AA AM n Ha APR ers Hn oem Eis ta te hl pn a ia Pig c errem a aaa a AR P Nm AMR AAA HIS ro 
WAPHHYMAZ seri pnr pea) oa AIA tari har tr ga it o erm m m era a a Ahh T i in far ttt rae a ALL py 








mirer namaste niim Pa Edere rt ALY LA rari VE APA ETE naan NIA 


"Narrow: M1 except Britain and Sweden MO, broad: M2 or M3 except Britain Må. T Germany for bonds. Benchmarks: US 30-year 4.96%, Japan tare index 
No.244 0.9595. Central bank rates: US fed funds 1.25%, ECB refinancing 2.75%, B0J overnight call 0.002%, BOE repo 4.00%. Sources: All items 98.6 37.3 


Commerzbank, Danske Bank, J.P. Morgan Chase, Royal Bank of Canada, Stockholmsbórsen, UBS Warburg, Global Insight, Westpac, Thomson Yen index 
tastream. Rates cannot be construed as banks’ offers, All items 99,5 97.8 
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Stockmarkets $peroz — 32330 — 33775 — «55 
Market indices 





* change on $ per vead 27.78 
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E deanar 


2002 one record Dec 31st 2001 * Provisional. 1 Non-food Rene 
Dec 18th high low week high in local in $ 





currency terms 


ENA Rte eee A RN At rar s AS hee para 


Austratia a (AU Ordinaries) 2,957.0 3,440.0 2,855.5 +06 -140 — -120 - 28 


€—— 1———— RR irori: 
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Mmmm mune ERANA AAAA AAAA AAAA AA iaa AA AAmir a 


1,132.8 | 1,357.2. . 1,003.7 + 0.2 ~ 34.8 - 07 +13.8 


€ TS CA Ar RENE Nee eee its Ee en RR 
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Pree nene enit RIA SN ii an II e e rmn ur E PS Ia a A Nt Pir er RASTA PIE 


1,975.5  2,899.8. 1773.7 - 1J ~46.3 -29.0 — -18.7 


is dli rado SUR evita SI Rem ram ater aa at i nr in re RE ARUBA at 


3,835.2 5,323.8 3,671.1 - 3.5 ~ 44,7 -26.5  -19.8 


mme neant tt tt i resa ri eimi renta AREA NA En eder dE 


canada a (Toronto Composite) 6,560.9 7,958.1 5,695.3 - 0.46 -42.4 -14  -12:8 
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cosiddetti REPRE TEENS Te A nk ee he ee LO 


Denma msn i I e ae OO 07. 6 ID. 
France (SBF 250) - 2,064.6 — 3081.9 1,794.5 - i5 -53.0 -308  -207 | 


rentre rema maa ty LE IoC E ED YE noi o Asien RR n mr Muri nm T thea ann A 


ey 3,077.4 4,688.0 2,656.5 - 3,5 -55.5 -33.5 — -23.8 


RR M eA 


Aet 3,022.7 5,462.6 2,597.9 - 54 -62.5 -41.4 — -32.9 


€ 70 777À1168 15330 S94 18 48 314 AER 














€—À y (M Tvea Tamiya entra owen eva rara 


Japan (Nikkei 225) ^ 8,3440 1,9799 83034 - 44 -78.6 -20.9  -144 


F — (Topi Mretanann nennen eonim ear maa aa aa inna iera a OAR ReneS 





o ——— tM Ler eR tiri e otl t 


(Topix) 815.7 1,139.4 815.7 - 4.2 -71.7 -?10 -14.5 


maneas D. EEEE EN 


Netherlands (AEX D ee =) Sy © 2914 -36 -53.9 — -36.22 -26.9 | 


trarre ii att yO eap Hy MU a rur A ma tk 
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S Spain (Madrid SE) 646.7 848.1 568.5 - 29 -43.6 -21.6 ~10.2 


temet nua ta 244 4 Pam I bere a i a EVAR 
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TT em i a TH PARS IU a e M i e AP isi Ha i e a re a iiti a aa b EA P I re I I erret mm i rata 


E Sweden  (Affarsvariden Gen) 1477 2368 1227 ^  - 62 C63. -362  -251 


TATE HR Mein rA ribs rt i AA PHI ARP Ere APPL At tere Pe rnnt PAG à e Ns tt T TAPA n 


se ows s arket) 4,804.6 6,694.1 4,435.0 = Ži ~42,9 -25.1 J-14.1 


renean] 
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8,447.4  10,635.3 7,286.8 = L7 -27.9 -15.7 -15.7 


N. — —— SEL AAA KERN doa hcec re tc eg eet ee RN T TT VENAN AA HA NS niei i e memet a ua ta iih Ta IS a a e S HERA TN TRU 


ee 891.1 1,172.5 776.8 oig -41.7 -20.4 ~22.4 


ET ENE AT T NEER AEE Nene a a ee ak acer oe 








Sein tmierinrni nth te UH remite n me rr eminet Anna NAA Mi SH enira t SA A Une ci iet a PSU ny i PP I 


DAQ Comp) 1,361.5 2,059.4 1,114.1 ~ 25 ~73.0 -30.2 ~30.2 


7777 (NASDAQ G MA een St ata er 


Europe (FTSE Eurotop 300) * 862.6 1,2797 797.2 ^ - 35 


Ny Het tea edet tet mro n PR P I AH ARIA 


Euro area (FTSE Ebloc 100)* 727.5 1,125.1 639.4 - 37 























Word (MSCT — — — — 7916 10244 703] O - 18 -45 MEE a 
World bond market (Salomon)? 5143 ^ 5143 4303 + 16 +17.0 
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| organ Stanley Capital International index includes individual markets listed above plus eight others, in dollar terms. 
ith Barney World Government Bond Index, total return, in $ terms. 

















Trade, exchange rates and budgets 












Trade balance*, $bn uu Current account , Exchange rate Currency units 2 Budget 

latest 12 $bn The Economist poll trade-weighted | per per per per balance. 

: | months latest 12 mths % of GDP, forecast 1990=100 $ £ euro — ¥100 % Of GDP. 
caer Ck oe . ..,.002. 2003 Dec 18th year ago Dec 18th year ago 20020 — 
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Australia = 33 Oc 7214300300 -38  -39 741 72.9 — 1.77 194 — 2.81 180 146 Qi 
Ot — -08 | ..100.99 1003 ^ 0 0398 ^ 111 156 - 081  -16- 
4 Jun 451. E et 1 o Au 156 — - 081 ni. 
Z490 Ot a 5.8 a —-20 -20 1058 ... 106.9 0.69 052. l4 
Canada ^ 318 Oct : 


Denmark + 7.4 Oct 
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1.57 (248 1.59. 1.29 


; — 103.6 102.7 





Fame —  « 90 Ot «268 Sep 16 — 1008 308 098 13 156 —- 8i 3). 
Germany — — «112.9. Od — 54387 0d FL * 11 100.08 ^ 98.7 .. 0.98 111 156 — - 08l 
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+ 89.3 Ot — — 41139 Ot +28 +28 . 1313 — 1313 121 128 192 — 124 ~ 7.9 
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Switzerland - * 45 Nw ^ +227 O2 102 +10.5 112  li24 — 145 18 25 148. 
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+ 380 Sep +06 +06 83.6 79.3 0.98 211 1.56 - 081 22 
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* Merchandise. Australia, Britain, France, Canada, Japsn and United States imports fob, exports fob. All others cif/fob. TBank of England except SIMF, October average. toECD forecast. 
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g Emerging-market 
Overview 


Thailand's economy grew by 6.0% in the year 
to the third quarter, up from 5.1% in the year 
_ tothe second quarter. 


Y In theyeartothe third quarter, Russia's 
economy grew by 4.3%. Industrial output 
rose by 0.8% in the 12 months to November. 


Between October and November, year-on- 
year inflation slowed from 2.1% to 1.995 in 
Malaysia, from 6.9% to 6.7% in Israel and 
-. from 1.1% to 0.9% in Poland. In South Af- 
_ rica, inflation stayed at 14.5%. 
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Ihe Economist December 





























Economy 
MEN "s change on year ago latest 12 months, $bn Foreign 
GDP Industrial Consumer Trade Current reserves” 

production prices balance account $bn, latest 
Ching *81 05 —— 4. +14.5 Nov .— 7 0.7 Nov 929,3 Nov 317.6 200 203.0 Sep - 
HongKong — .— £39 8 , «Hei db. 90 04 Loos -77 oa 5153 Ww . T1150 Mw 
India (— 1 *60 9 /-— +62 oa oh wt , 06$ 04. 950 9 Oro No 
Indonesia + 3.9 9 -76 tot _ *105 nov 35263 0t — 193 Zo 29.0 Oct 
Malasia — à— 056 0 — *64 ot — *19 wv 1 — 413.0 Oct +69 a —— 3&7 It. 
Philippines — *38 Oo 2. 249 wp 025 WS. 642 0d 399 Jg, 30d 
Singapore — 239 m *118 oa 1-02 0t — £78 0t +18.9 03 —— 802 Nov 
South Korea £58 m — #127 Ot * 35 Nw —— $113 Now 166 0 116.3 Oa 
Taiwan |. 1 745 05. 158 X eus 0.6 Nov +18,1 Nov *25.0 03 1991 Nw. 
Thailand «60 Q0 + 8,9 Oct 471.2. Nov +47 Oct +75 Oct 36.4 Oct 
Argentina — — -136 9 — -54 Mw +40.5 Nov — 13157 Ot +39 œ 99 04 
Brat $24 Q +89 ba 410.9 Nw —  *122 toy  -108 00 353 94. 
Cie — t a 271 Uh oes $3.0 Nv *26 0t +09 n ^ 159 0t. 
Colombia +19 m +28 $9 — *71 Nv — *02 $e -13 m . 105 E. 
Medo —— 18 Q  -06 Sep 54 tw —-88 0a -161 m 41 m 
Peru 45 0p — *31 0 —*15 Mw — +03 ot -10 0 94 00. 
Venezuela ~ 55 B - 6.6 Jul 430.7 Nov. 411.4 GB +49 B 82 Sep 
Egypt —— + 49 2081 — £78 mt +28 ot ON Ri a 128 Avg 
Israet -08 89 3 Oe 5m £67 Nw. -63 Nov -19 0 3 261 Nov 
South Africa — * 3.1 3 +43 Ot v*1&5 Nv —— 237 00 moo 0 60 oct 






Czech Republic _ 

Hungary +34 o —— -06 ot — *48 Mw — -29 ot -29 ot E SE S 
Poland —— — «08 «9 —*32 ot —*09 Mv — c -40.1 Oct - 6.3 Oct 285 Nw. 
Russia £43 Q + 0.8 Nov 415.9 Nov 444.1 Oc +276 3 43.0 Oct 





*Excluding gold, except Singapore; IMF definition. TYear ending June. tNew series. 
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Financial markets 
Currency units. Interest rates Stockmarkets M % change on 
per$ per£ short-term Dec 18th Dec 31st 2001 — 
Dec 18th yearago Dec 18th % p.a. one in local in $ 
week currency — terms 



















Indonesia 8,890 — 10,555 — 14118 BI .— 406.4 O *37 — * 37  *?13 
Malaysia — — 3.80 — 380 6-038  — - 310 635.8 *01  - 87 - 87 
Philippines — 537 51.6 852 DLB AONB . +03 . 28  -162 
Singapore — 175 — 184 — 277  . 081 4 1997 )— -29 — 17.8 -B1 
South Korea 1202 128) 1,908 — 496 7092 115 t BP tit 
Taiwan 348 — 34] 552 180 453559 — -35 NB 
Thailand 43.0 43.8 68.4 1.92 350.6 -Ai kd 15.4 * 18.6 
Argentina 351 100 — 55) — 620  — 4816 &— -03 . 65.1 - 529 
Brazil 3.53 235 5.00 22.90 109845 — +35 - 191  -479 
Chile — — á — ! 696 664 — 1105 à  ; 26- 49434 O 209 — - 84 70, 
Colombia ^ 2,822 — 2,305 — 4,482  .-- 192. 21899]... a LL Ue 
Mexico — — 1027 — 911  .— 163 à. 698 . 6,080.7. 07 . - 44 - 195 
Peru 350 344 $555 301 13990 . 315 . * 150. t 17.2 
Venezuela 1,255 752 1,992 31.30 8,015.28 na + 22.0 ~ 263 
a ye 
Israel 467 A24 "WM ENMENE EE MI eed E 
South Africa — — ' 9.0 — 1220 — 142 13.45 9,4906 +47  £- 91. *?17 
Tur 1,621,950 1,445,500 2,575,819 42.00 11,568.9 ~ 9.0 ~ 16.1 - 24.7 
Czech Republie 30.4 35.4 — 48.32.8889 135 
Hungary 229.272 364  . 840 7881] 21 *106 _ +327 
Poland — 389 — 397 ^19  — 7100 — 14,1641 — -17 4 17 t 
Rusa — — 319 — 303 506 — 2100 — 365b tii +392 0397. 
EMF(MSC)* — 100 — 100 .— 159 0 . m 0. 2994 — «408 Ma 7 57. 
EMBI+ 1.00 1.00 1.59 na 227.1 41.1 na — +134 


*Emerging Mkts Free. TJP. Morgan Chase's Emerging Mkts Bond Index Plus. 11n $ terms. SNov 29th. 


Sources: National statistics offices, central banks and stock exchanges: Thomson Datastream; Economist Intelligence Unit; Reuters; UBS War- 
burg; J.P Morgan Chase; Hong Kong Monetary Authority; Centre for Monitoring Indian Economy; FIEL; £FG-Hermes; Bank Leunti Le-Israel; 
Standard Bank Group; Garanti Bank; Deutsche Bank; Russian Economic Trends. ' 








—— 
Do 


l Wouldn't it be . 
) messages through your UMTS mobile phe 


— 
- 
B 


EN i 


-— = 


- * 
— a . 7 
T" 
v z LII 
d 
" 
- 


tw 
- 
m 
- [Il . 
= 
2. 


—- 


lay on the Internet refrigerator from L 


Life's becoming even easier than ever before 
thanks to the intelligent networking of digital products from LG. 
You can find out how under: www.lge.com 








aster and Cheaper 
than IBM or BEA 





Best Performance - Any Computer 
ECperf Industry Standard Java Benchmark 


BBops - 
Benchmark Business 
Operations Per Minute 





Oracle9; IBM BEA 
Application WebSphere WebLogic 
Server 


Oracle's Application Server also has the lowest price 
Oracle $5/Bbop; BEA $7/Bbop; IBM $11/Bbop 





Dace But 01991.77 Meme ID oracle.com/javafaster 


IBM: 44,284 97 8Bops/min 8 STD $2YBBRops'min 8 STI 
BEA on HP 37,79! B3ops/min* STD. $35/8Bops/m.n 9 STD 


Oracie: 24,539.37 B8opsi min & STD, $5/8Bope/min S STD 
. BEA: 7,5319 30 BBaoa'mm 1! 5TD. $7/BBops/ min e STD 
IRM: 32 581 4?/BBopsmin STD. $1'BBops/min $9 STD 
5 Source. http ecper! tmenveryide.corm/ec pert 
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